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FOREWORD 


Dr. Dewhurst and his associates have carried through an ambitious project u sur¬ 
vey: they have taken the measure, so to speak, of our entire economy in all its many fi • 
Their approach has been dynamic. They have taken, not a static, single measurement a 
of a certain year, but a series of them - to give a moving picture of accomplishments and 

^The picture is moving in both senses of the word: the subject matter moves fromthe 
past through the present and into the future; and the picture also moves the readcr ^ hc 
we stand Le from the immediate concerns of this month or last, from the infl non or 
deflation of the moment, and take a long look behind, the minor ups and down 
out in a rising curve of economic activity, of increasing productive power, unique n he 
annals of thf world. It is deeply impressive. And when we project ^e‘nto f 
future, assuming that we can continue to act as we have in the past, we begin to realize 

America’s vast economic and social potential. , 

When it is expressed, as in this volume, in concrete terms of more income more house 
more shoes, more hours of leisure, more opportunities for culture and ^uca,ion th|S 
Potential becomes closely personal and individual. It becomes a challenge to each 
with definite rewards to us and to our children in courageous acceptance. 

The challenge also cuts across the lines that all too often separate us into ang P< 
sure groups. It tends to draw us all together in the one common cause 
more continuous production with a more fair and reasonable distribution ofthebenefi^ 
Our inventive genius, our organizing ability and our skills have given 
United States the greatest productivity and the highest standard of living»> *™ ld - 
enjoyed by the largest proportion of the population-in spite of our strikes d 'P r “ 
unemployment and domic wranglings. If we can prevent the-ive^^ev£««£ 
atomic warfare, and if we can continue to spread the benefits of a . "_f 

productivity in the United States, we can go on to economic and cultural h«ghna 
Ld farther-above those of today as those of .947 « beyond the imaginings 

^SThave confined themselves to facts and ,0 projcct^ of 
fact. They have left the implications strictly .0 the reader. Nor has the Fund^appoint 
a special committee in this case to formulate a program o polices based upon *e re 
search findings. The area of research, covering as it does all parts of our economy, has 

been too broad. 
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In authorizing and underwriting this survey the Trustees of the Fund have hoped to 
provide those who work and plan in each separate field, as well as those whose concern 
is the economy as a whole, with the bench marks essential to any intelligent planning or 
appraisal. It is the Furid’s hope that the educator, the clothing manufacturer, the cattle¬ 
man, the wheat farmer, the Federal Reserve Board member, the labor unionist, the 
senator from this state or that, the President himself, as well as the average citizen who 
wants to know what this economy of ours is all about—that each of them can find in this 
volume some of the basic facts he needs to do his job more intelligently and therefore 
more effectively. 

Dr. Dewhurst and his associates have produced a document out of all proportion, both 
in length and importance, to the size of the staff and the time at its disposal. This dispro¬ 
portion is a measure of the especially hard, meticulous, constant effort that they have 
poured into the undertaking. It is a pleasure to recognize these services and to express 
publicly the deep appreciation they deserve. 


330 West 420 Street 
New York 18, N. Y. 
January i, 1947 


Evans Clark, Executive Director 
The Twentieth Century Fund 
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PART I 

BASIC TRENDS 




CHAPTER I 


THE WAR POTENTIAL 


World War II showed what the American 
economy can produce working under forced 
draft. Four years after the defense program 
got under way we had reached our war poten¬ 
tial with a gross output of nearly $200 billion 
of goods and services in 1944 — more than 
twice the dollar total produced in 1940. Allow¬ 
ing for the higher price level of 1944, our total 
physical output of goods and services in that 
year was undoubtedly well over half again as 
large as in 1940. 

As the “arsenal of democracy" in that peak 
year of the war effort, the United States not 
only outproduced the Axis in combat muni¬ 
tions by more than 50 per cent, but alone ac¬ 
counted for nearly 45 per cent of the arma¬ 
ment output of all belligerent nations. These 
tremendous achievements meant that we were 
devoting nearly one fourth of our total pro¬ 
ductive power to the manufacture of combat 
armaments, more than 40 per cent to meeting 
total war needs and approximately half to 
supplying total government requirements. Yet 
the volume of goods and services supplied to 
American civilian consumers was sustained at 
not far from the highest prewar levels ever 
achieved. In spite of inconveniences, annoy¬ 
ances, shortages and lowered quality, "the 
American consumer and his family remained 
by far the best-fed, best-housed, and best- 
clothed civilians in the world."' 

Thus this huge war program "was attained 
largely by increasing total production. It was 
superimposed upon the aggregate flow of 
goods and services to civilians rather than dis¬ 
placing the latter. It disturbed and distorted 
that flow, no doubt, by forcing sharp rcduc- 


By J. Frederic Dewhurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey. 


tions in some sectors, but at the same time it 
stimulated further expansion in others." 2 

Moreover, even the vast war output of 1944 
could probably have been surpassed had mili¬ 
tary necessity required it. A larger proportion 
of our total output could have been diverted 
to war purposes by further curtailment of 
civilian consumption. The War Production 
Board said in 1944: "Because output per capita 
in the United States is the highest in the world. 
American civilians would still be left much 
better provided with goods and services than 
those of any other belligerent even if this coun¬ 
try used a substantially larger proportion of 
its economic resources for war purposes than it 
docs."’ Beyond this, it is probable that we 
could have expanded total output by further 
lengthening hours of work and by mobilizing 
a still larger proportion of our total population 
into the labor force. In other words, by work¬ 
ing harder we could have produced more, and 
by getting along on less we could have de¬ 
voted more of what we produced to war needs. 

With the ending of the European war, how¬ 
ever, it was already clear that 1944 marked the 
high-water mark of the war production effort. 
Following Japan’s defeat, drastic cutbacks in 
the munitions program were made and. al¬ 
though production of civilian durable goods 
has expanded rapidly, employment and na¬ 
tional income have fallen somewhat below 
1944 levels. With emergency workers with¬ 
drawing from the labor force and working 
hours curtailed, the productive achievements 
of 1944 and early 1945 will probably not be sur¬ 
passed for many years to come. It is worth 
while considering these achievements, there- 

1. I Var Production in 1944- Report o{ the Chairman of 
the War Production Board. June 1945. P- *4- 

2 . "The Economy in the Third Year of War. Surrey 
o) Current Business. Department of Commerce. February 
• 945- P- 3- 

y War Production in 1944 . P- 22. 
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fore, in terms of their possible relevance to pro¬ 
duction probabilities under a high level of em¬ 
ployment in the future. 

x. Production Records of 1944 

The most comprehensive measures of pro¬ 
ductive accomplishment are provided by the 
dollar volume of gross national product and by 
net national output as measured by national 
income. Gross national product, which meas¬ 
ures the market value of all goods and services 
produced by business and government (ex¬ 
cluding all materials consumed in the produc¬ 
tive process but including all capital equip¬ 
ment used up in that process), rose from $97 
billion in 1940 to $199 billion in 1944, or by 105 
per cent. National income, representing the net 
value of all goods and services produced by 
business and government (equivalent to the 
gross national product minus business taxes 
and the value of all capital equipment con¬ 
sumed in the productive process), was $161 
billion in 1944 — or 107 per cent above the 1940 
level of $78 billion. (Sec Tables 1 and 2.) 

Although the dollar value of the national 
output in 1944 was thus twice as large as in 
1940, a considerable part of the rise was ac¬ 
counted for by an increase in prices and costs. 
At the minimum it may be assumed that the 
average price of all goods and services com¬ 
prising the national output increased by 32 per 
cent between 1940 and 1944. ••Deflating" the 
1944 current dollar figures for national output 
by this change in the price level, it appears that 
the gross national product in 1944 amounted 
to 151 billion "1940 dollars," and the national 
income to 122 billion “1940 dollars.” This 
would indicate an increase in physical output 
of 55 per cent for gross national product and 
57 per cent for national income. 

a. WAR PRODUCTION 

The expansion of government expenditures 
for goods and services from $17 billion in 1940 
to S99 billion in 1944 accounts for all but $19 
billion of the entire dollar increase in gross na¬ 
tional product. Expenditures for consumer 
goods and services increased by $?2 billion 


over this four-year period, but this gain was 
offset in large part by a $13 billion decline in 
private capital formation, which fell to $1.8 
billion by 1944 — after rising to more than $19 
billion in 1941. 

War outlays, chiefly for combat armament 
and other munitions, were by far the largest 
factor in accounting for the great increase in 
government expenditures and in gross na¬ 
tional product, as will be clear from Table x. 
The most spectacular gain was in munitions 
production, which rose from a negligible $500 
million monthly at the beginning of the de¬ 
fense program in x940 to more than $5 billion 
a month when the program reached flood tide 
after the middle of 1943. More than two thirds 
of the 1944 record volume of $61 billion (which 
was about 10 per cent above 1943 and nearly 
twice the 1942 volume) consisted of actual 
combat munitions, i.e., guns, ammunition, 
fighting and bombing planes, tanks, warships, 
etc. About half the total was spent for aircraft 
and ships — both combat and noncombat 
types — the former accounting for more than 
27 per cent and the latter for almost 23 per 
cent. Nearly 17 per cent was spent for guns 
and fire control apparatus and ammunition, 
almost 9 per cent for combat and motor vehi¬ 
cles and the remainder for other equipment 
and supplies. 4 

The physical record of 1944 munitions pro¬ 
duction makes an even more impressive pic¬ 
ture than the dollar totals. During the year 
9^.359 planes, including 16,048 heavy bombers, 
were produced. This was four times the num¬ 
ber and ten times the air-frame weight of all 
the planes produced during the 18-month pe¬ 
riod from July 1940 to December 1941. The 
record of ship production was equally strik¬ 
ing: 30,889 ships of all types produced, and 
eight times the number and displacement ton¬ 
nage of combat ships delivered from July 1940 
to December 1941. 

Almost 16.5 million tons of Maritime Commis¬ 
sion vessels were delivered in 1944, raising the 
total output during the past three wartime years 
to almost 44 million tons — the equivalent of a 

4- War Production m i 944 . pp . , 4t , 35 . 
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Table i 


Gross National Product and War Expenditures, 1940-1944 

{In Billions) 



1940 

1941 

194 * 

•94S 

1944 

Gross national product* 

$97. 1 

$i 20.5 

$' 5*-5 

Si 87.8 

$1987 

Consumer goods and services 

65.7 

74.6 

81.9 

90.9 

97.6 

Durable goods 

7-4 

9 * 

6.3 

C.6 

6.7 

Nondurable goods 

34-4 

40.1 

47-9 

55 * 

60.0 

Services 

23.9 

2 5-4 

27.6 

29-3 

30.9 

Private gross capital formation 

14.8 

19.4 

7-7 

2.1 

1.8 

Residential construction 

2.4 

2.8 

*•3 

0.6 

0.5 

Nonresidential construction 

2.0 

2-5 

i -5 

0.9 

1.1 

Producers’ durable equipment 

6.9 

8.9 

5 * 

3 * 

4.0 

Other 

3.6 

5-2 

-0.2 

-2.5 

-3.8 

Government expenditures for goods 

and services 

16.7 

26.5 

62.0 

94.8 

99.4 

Nonwar — federal, state and 

local 

14.0 

13.2 

12.4 

12.3 

* 3 ° 

War —federal 

2.8 

* 3-3 

49-5 

82.5 

86.3 

Munitions production and war con- 

struction b 

3-4 

* 3-4 

44-3 

04.0 

04.3 

Combat munitions 

i -4 

4.8 

20.5 

39-5 

43-5 

A 

Noncombat munitions 

1.0 

3-7 

11.0 

16.9 

! 7 .8 

War construction 

1.0 

4-9 

12.7 

8.5 

3.0 

Munitions production 6 

2.8 

8-5 

31.6 

56.4 

61.3 

Aircraft 

0.4 

1.8 

6.3 

130 

16.7 

A 

Ships 

0.5 

*•9 

7-3 

*3.1 

13.8 

Guns, fire control and ammunition 

0.2 

0.9 

5 * 

9-7 

IO.I 

Combat and motor vehicles 

0.3 

*•3 

4.9 

6.5 

5-4 

Other 

M 

2.6 

8.0 

14.1 

* 5-3 

War facilities expansion 6 

7-4 

16.7 

21.8 

15.0 

9-3 

Federally financed 

1.0 

51 

14.0 

9.6 

3-5 

Privately financed 

6.4 

11.6 

7-7 

5-3 

5.8 


a. Survey 0 / Current Business. Department of Commerce. February i«M5- P- 5: 
44 . P- 13 . Discrepancies in totals arc due to rounding. Figures have Ken slightly 


1944 

issues. 


for 1940 . April 
revised in later 


b. Valued at 1943 unit costs and therefore not strictly comparable with other figures in table. 
See War Production in 1944 . Repor. 'he Chairman of the \\ ar Production IW«I. |une 1045 . 
PP- 134-37; figures for 1940 are WPII estimates supplied in letter from ). A. Livings 
of War Mobilization and Reconversion. August 10 . 1945 - 
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fleet four times the size of that controlled by the 
United States when it entered the war. With this 
wartime tonnage the American merchant marine 
now constitutes well over half of the world's ship¬ 
ping afloat. 6 

f The navy, with more than 46,000 ships (ex- 

' 5 . This quotation and data in this section from War 

1 Production in 1944 . pp. 9 - 10 . 


eluding smaller craft) at the end of 1044. was 
32 times as large as it was in 1939 and had 
more ships than were in all the merchant 
fleets of the world in that year. 0 

Among other types of munitions produced 

6. The Road to Tokyo £r Beyond. Third Report by 
the Director of War Mobilization and Reconversion. July 1 . 
1945. P- 5- 
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in 1944, whose output was negligible in 1940, 
were: 17,565 tanks, 595,330 Army Service 
Forces trucks, 3,284 heavy field guns and 
howitzers, 7,454 light guns, 152,000 army air¬ 
craft rocket launchers, 215,177 bazookas and 
1,416,774 short tons of ground artillery ammu¬ 
nition. 

b. CONSTRUCTION AND FACILITIES 

This tremendous war production program 
was made possible in part by a large-scale con¬ 
version of prewar plants from civilian to mili¬ 
tary products, especially in the automotive and 
durable goods fields. But it also necessitated a 
vast program of construction of new plants 
and facilities, about half of which was financed 
by the federal government. This program 
reached a peak in 1942 when $22 billion of 
new facilities, of which $14 billion were fi¬ 
nanced by the federal government, were added 
to the nation’s productive plant. By 1944 the 
bulk of needed new facilities were already in 
use and the new additions of $9 billion in that 
year were nearly back to the 1940 level. New 
war facilities added during the four-year pe¬ 
riod amounted to $70 billion. New manufac¬ 
turing facilities alone amounted to well over 
half the value of all the manufacturing plant 
in existence at the time the defense program 
began. 

The trend of private gross capital formation, 
as shown in Table 1, reflects the develop¬ 
ment of the war plant and equipment expan¬ 
sion program. Rising from less than Si5 bil¬ 
lion in 1940 to more than S19 billion in 1941, it 
fell sharply to S2 billion or less in 1943 and 
1944. This decline reflects the elimination of 
all noncsscntial construction, the financing by 
the federal government of most facilities ex¬ 
pansion after 1941 and the tapering olT of this 
program after 1942. It reflects also the steady 
decline in private residential construction 
from nearly $3 billion in 1941 to about $500 
million in 1944. 

C. CONSUMER GOODS AND SERVICES 

In spite of the vast accomplishments of this 
war production program, American consum¬ 


ers continued to be well supplied with most of 
the necessities as well as with many of the 
luxuries of life. After 1941, it is true, automo¬ 
biles and other durable goods could not be re¬ 
placed as they wore out, but the rising pros¬ 
perity of 1940-1941 meant that consumers’ 
“capital plant” was in good condition when 
the war came. It is also true that shortages of 
food and other products had become acute by 
1944, black markets were flourishing, and the 
quality of many kinds of apparel and house¬ 
hold furnishings had been lowered. In spite of 
these annoyances and difficulties, however, the 
consumption level of civilian consumers did 
not fall much below the record high levels of 
1941 during the three following years. 

Measured in dollars, consumer expenditures 
for goods and services rose from $66 billion in 
1940 to $75 billion in 1941 and then advanced 
steadily to a peak of nearly $98 billion in 1944, 
as shown in Table 1. After 1941, however, 
the dollar gains were nearly offset by ad¬ 
vancing prices. Subsequent increases in con¬ 
sumer expenditures were confined to services 
and nondurable goods; durable goods fell off 
sharply and production of many kinds was 
discontinued entirely. 

This change in the composition of wartime 
consumption — aside from the problem of 
measuring the rise in prices and deterioration 
in quality of goods — makes it difficult, if not 
impossible, to decide to what extent we were 
able to have both “guns and butter" during 
the war. A family unable to obtain a new re¬ 
frigerator might have spent the same amount 
of money for liquor and theater tickets, and 
thus "consumed as much" as if they had been 
able to "get what they wanted.” Only in a nar¬ 
row statistical sense, however, can it be said 
that their standard of living, or consumption 
level, was just as high as if they had been able 
to exercise free consumer choice. Perhaps the 
best evidence that we had to forego butter dur¬ 
ing the war in order to get guns is the fact that 
consumers a year after V-J Day were still faced 
with a wide range of acute shortages — from 
white shiris to automobiles. Even though civil¬ 
ians were able to buy as large a total volume 
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of goods and services at the peak of the war as 
in the best prewar year, they were not nearly so 
“well off” in terms of what they wanted. 

d. FOOD AND AGRICULTURE 

War production accomplishments have been 
nowhere more spectacular than in the field of 
agriculture. Civilian per capita food consump¬ 
tion was the highest in history in 1944, yet al¬ 
most a fourth of our total food output went to 
the armed forces and to our allies through 
lend-lease. Civilian per capita consumption in 
1944 was 9 per cent above the 1935-1939 avcr " 
age, a gain accompanied by an improvement 
in the nutritive quality of the diet and, be¬ 
cause of higher incomes and rationing, in the 
dietary level of the lower income classes. Al¬ 
though consumption of sugar, canned fruits, 
butter and cheese dropped below prewar aver¬ 
ages, per capita consumption of such protec¬ 
tive foods as milk and cream, eggs, meats, 
chickens and turkeys in 1944 showed larger in¬ 
creases over prewar averages than the over-all 
gain in food consumption. 

This remarkable achievement, involving 
new production records year after year and a 
25 per cent rise in total farm output between 
1939 and 1944, was accomplished in spite of an 
actual decline in farm employment and an in¬ 
crease in crop acreage of only 6 per cent. It was 
due to a number of factors, perhaps the most 
important of which was a long run of unusu¬ 
ally favorable weather. Government planning 
and price policies helped to stimulate maxi¬ 
mum agricultural effort, while greatly in¬ 
creased use of fertilizer, more intensive culti¬ 
vation and rapid extension of farm mechaniza¬ 
tion brought marked gains in efficiency. Taken 
together, all of these factors were responsible 
for an increase of more than one third in out¬ 
put per farm worker between 1939 ant ^ * 944 - 
and of one sixth in average crop yields per har¬ 
vested acre. 1 

e. TRANSPORTATION AND SHIPPING 

Successful prosecution of the war on both 

7. Survey of Current Business. February 1945. PP- lo_ 
12 . 


the military and economic fronts would have 
been impossible without a fabulous expansion 
of freight and passenger transportation. This 
great task was accomplished in the face of such 
war-created difficulties as die submarine war¬ 
fare on Adantic coastal shipping and the 
shortage of rubber and motor fuel, and in spite 
of serious shortages of manpower and equip¬ 
ment. 

The railroads bore the brunt of the burden 
in domestic transportation. With the total vol¬ 
ume of domestic freight movement rising 
from some 600 billion ton-miles in 1940 to 
more than a trillion in 1944, the railroads al¬ 
most doubled their load and carried nearly 
three quarters of the peak year's total freight 
loads. This compares with a much smaller pro¬ 
portion of the smaller prewar total freight vol¬ 
ume and was accomplished with only 20 per 
cent more freight cars and 10 per cent more 
locomotives than in 1939. At the same time, 
railroad passenger traffic of 98 billion passen¬ 
ger-miles in 1944 was nearly four times the 
1940 total. The brilliant record of the railroads 
in this war demonstrates the importance of 
large traffic volume in ensuring high efficiency 
and low unit costs and is also evidence of the 
lessons learned by management and govern¬ 
ment in World War I. 

The Office of Defense Transportation with 
the full cooperation of management and work¬ 
ers in the industry instituted a number of spe¬ 
cial measures to penalize shippers for holding 
freight cars, to prevent freight congestion at 
the ports, which caused such serious tie-ups in 
World War I, and to compel maximum load¬ 
ing of freight cars and ensure maximum utili¬ 
zation of equipment. As a result of these meas¬ 
ures the equivalent of 141.000 freight cars was 
added to the existing supply, and 

The ratio of serviceable freight cars to total cars 
on line increased from 92.2 percent in 1940 to 
97.5 percent in 1944; gross ton nulcs per service¬ 
able freight locomotive increased from 59.000,- 
000 miles in 1940 to 85.000.000 miles last year. 
Movement of cars on line and through terminals 
increased from 39 miles per day in 1940 «o 
miles in 1944. The average haul per ton of freight 
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increased from 351 miles in 1940 to 471 miles in 
1944. 8 

Although the railroads carried the great 
bulk of wartime traffic, most other common 
carriers were also called upon to shoulder 
greater burdens. In spite of the handicaps suf¬ 
fered by the motor-carrier industry, loads in¬ 
creased year by year. With only 195,000 new 
trucks and buses added since March 1942, or 
less than 10 per cent of normal replacements 
and expansions, intercity buses handled four 
times as many passenger-miles in 1944 as in 
1939, and local and intercity trucks hauled 
about the same tonnage as before the war.* 

Inland waterway freight movement totaled 
145 billion ton-miles in 1944, as compared with 
1x8 billion in 1940, while Great Lakes tonnage 
broke all previous records. Because of the dras¬ 
tic reduction of coastwise traffic, however, 
total domestic waterborne freight in 1944 was 
less than two thirds of the prewar volume of 
more than 300 billion ton-miles. With the 
completion of the emergency pipeline expan¬ 
sion program in 1944, movement of crude and 
refined oil by pipeline rose to a new high rec¬ 
ord. 

Although still a small factor in commodity 
movement, airplanes accounted for 65 million 
ton-miles of mail and freight in 1944 — up 
from 11 million ton-miles in 1939- With the 
return of nearly all the planes borrowed by the 
army, the airlines also recorded their largest 
percentage increase in passenger traffic in 
, 944 - 1 ° 

Our great wartime shipbuilding program 
made the United States more than self-suffi¬ 
cient in transportation of ocean cargo on a 
peacetime basis. United States ships carried 59 
million long tons of cargo in 1944 — more than 
three fourths of all our ocean shipping in that 
year. This compares with an average of 8 mil- 

8. This quotation from Problem* of Mobiiisation anti 
Reeonrerfion. FirM Report by the Director of War Mo¬ 
bilization and Reconversion. January 1. 1045. P- 39: «cc 
also p. 38 and War Produetion and I'E-Djy. Second Re¬ 
port. April 1. 1945. p. 24. 

9. Prollemt of Mobilization and Reeonrerfion. p. 39; 
The Road to Tol(yo 6- Beyond, p. 18. 

10. Problem* of Mobilization and Reeoncertion. pp. 39- 
40; Surrey of Current Bu/mert. February 1945. pp. 16-17. 
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lion tons, or less than a quarter of all United 
States cargoes, carried in American ships dur¬ 
ing the 1930’s. By the end of the war the 
American merchant fleet numbered 5,700 ves¬ 
sels, of which 2,500 were efficient C-type and 
Victory dry-cargo ships and tankers — as com¬ 
pared with about 1,100 ocean ships flying the 
American flag in 1939.* 1 

2. Disposition of War Income 

It has become fashionable to say that finance 
loses all importance when a country goes to 
war, but it is still true that money has to be 
used to make the wheels go round. Not only 
arc the accomplishments and costs of the war 
— at least in its economic phases — measured 
in monetary terms, but financial incentives 
provide the most powerful motivation to 
maximum effort. The war resulted in a phe¬ 
nomenal growth in our output of goods and 
services and also led to profound changes in 
the receipt and disposition of income by farm¬ 
ers, workers and business firms. 

With gross national product and national in¬ 
come more than doubling between 1940 and 
1944, marked gains occurred in all classes of 
corporate and individual income. Wages and 
salaries paid to workers showed the largest 
gain. Total compensation of employees, re¬ 
flecting higher wage rates, more workers and 
longer hours, more than doubled between 1940 
and 1944 nn d accounted for three quarters of 
the total rise of $83 billion in national income. 
Income of proprietors was twice as large in 
1944 as in 1940, and this was due mainly to a 
very substantial rise in the income of farm 
proprietors. Corporate profits rose by more 
than two thirds over the four-year period (be¬ 
fore taxes, they more than trebled). Interest 
and rents increased by somewhat less than 
half. These changes are shown in Table 2. 

Changes in the disposition of income re¬ 
ceived by business firms and individuals also 
reflect the necessities of war. Business taxes 
more than doubled, rising from Si2 billion to 
$29 billion, while personal tax payments of $19 

11. Problemf of Mobilization and Reeonrerfion. pp. 41, 
42 - 
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Table 2 


National Income, Government Finance, Savincs and Prices, 1940-1944 


(Dollar Figures in Billions ) 



1940 

1941 

1942 

>94J 

1944 

National income 

$77.6 

$96.9 

$122.2 

$149.4 

$160.7 

Compensation of employees 

5 2 -3 

64.5 

84.1 

106.3 

116.0 

Income of proprietors 

12.0 

15.8 

20.6 

* 3-5 


Interest and rents 

7-5 

8.0 

8.8 

97 

10.6 

Corporate profits 

5 -« 

8-5 

8.7 

9.8 

99 

Government revenues and expenditures* 

18.5 




Business taxes 

,2 *4 

23.! 

27.4 

29.3 

Personal taxes 

3-3 

4.0 

6.7 

18.5 

* 9-3 

Social insurance contributions 

2.1 

2.6 

3*2 

3 « 

3-9 

Revenues 

17.8 

25.1 

33.0 

49.8 

52.4 

Expenditures'* 

* 9-3 

29.0 

64.7 

98.0 

A 

104.7 

Deficit 

»-5 

3-9 

3*7 

48.2 

5 2 -3 

Private savings and capital formation 






Corporate reserves, depreciation, 
etc.® 

7 i 

5 * 

6.2 

II.I 

8.8 

Corporate savings 

1.8 

40 

4.4 

A A 

5-5 

5-4 

Individuals’ savings 

7-3 

*4.2 

28.8 

337 

39-9 

Private savings 

16.3 

2 3-3 

39-4 

50.3 

54 * 

Private capital formation 

14.8 

194 

7-7 

2.1 

1.0 

Excess of private savings over capital 



48-2 


formation 

i -5 

3-9 

3*7 

52-3 

Gross federal debt, end of year 

45 -o 

58.0 

108.2 

165.9 

230.6 

Price level index 4 

100 

106 

**9 

129 

*32 


Source: Survey of Current Business. Department of Commerce. February 1945 . PP- *• 5- for 
1940 , April 1944 . PP- *3. *4- Figure* for 1942 . >943 *"d «944 have been »I.ghUy rcv.ied «n 
later issues. . , 

a. Includes federal, state and local revenues and expenditures. Revenues include business tax and 
nontax liabilities, personal taxes, and nontax payments and contnbut.ons to social insurance funds, 
b Includes expenditures for goods and services and translcr payments. 

c. Includes deviation and depletion charges, other business reserves ami capital outlay charged 

to current expense, with adjustments for inventory revaluation ^ ... F _ 

d. Index computed by Everett E. Hagen .n "Postwar Output in the United States at Full Cm 
ployment," Review of Economic Statistics. May 1945. hereconverted to 1940 base and roumled to 
nearest one per cent. Mr. Hagen describes this index as follows: “The «Jcfla«or used » an estimated 


cordance with the Mitchell Committee estimate of the understatement 

the price rise from January . 94 . to >944- The assumptionis m:adc thit .1 t br¬ 
and public output leaves the index unchanged, the two having opposite effects upon it >« bc 
lieved that use of a more carefully prepared index would ‘I™ ' ,h ? ^ 

product data in i 9 43 Prices. The index used is as follosvs: 1939. «oo. 1935 39. 'o>. >940. 
1941 , 107 ; 1942 , 120 ; 1943 . *30*. >944. >33-” 


billion in 1944 were almost six times as large as 
the amount collected from individuals in 1940. 
Government expenditures, however, rose al¬ 


most twice as fast as revenues, with the result 
that a government deficit (for federal, state 
and local governments combined) of more 
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than $52 billion was incurred in 1944. 

Despite the sixfold increase in personal taxes 
the vast rise in the dollar income of individuals 
left a much larger “disposable income’’ in the 
hands of consumers. Thus “income payments 
to individuals” rose from $76 billion in 1940 to 
$157 billion in 1944, and the increase in per¬ 
sonal taxes absorbed only $16 billion of this 
$81 billion rise. This meant that consumers 
had cash incomes after taxes, which they were 
free to spend or save as they pleased, amount¬ 
ing to more than $137 billion in 1944 as com¬ 
pared with $73 billion in 1940. If all of this 
money had been allowed to enter the consumer 
market without restraint, it would have had a 
disastrous effect on prices, in view of the diver¬ 
sion of nearly half the gross national product 
to war purposes and the consequent curtail¬ 
ment in the supply of consumer goods and 
services. 

Actually OPA price controls prevented run¬ 
away prices, rationing ensured an equitable 
distribution of essential foods, and Treasury 
war loan campaigns diverted a large propor¬ 
tion of consumer incomes into bond purchases. 
As a result of these measures and the general 
public awareness of the dangers of inflation, 
individuals probably spent a smaller propor¬ 
tion of their incomes for consumption pur¬ 
poses in 1944 than in any previous year in 
history. Consumer expenditures in 1944 
amounted to about $98 billion, and even 
this $32 billion increase over the 1940 total of 
$66 billion largely reflected higher prices. Tak¬ 
ing account of the 32 per cent increase in the 
price level b. tween 1940 and 1944* consumer 
purchases, measured in 1940 dollars, rose by 
only $8 billion to a 1944 lola * °f $74 billion. 

That the price increase was held to such 
modest proportions — to much less than half 
of the rise occurring during the corresponding 
period in World War I — is due to the efficacy 
of price controls and to the fact that consumers 
saved such a large proportion of the increase in 
their disposable incomes. Individuals saved 
nearly S^o billion in 1944 — more than five 
times as much as in 1940 — and the total 
amount of savings in the hands of consumers 


at the end of 1945 was more than $150 billion 
greater than it was four years earlier. Corpo¬ 
rate savings in the form of depreciation and 
other reserves and additions to surplus also in¬ 
creased, though on a much more modest scale, 
so that total savings of individuals and cor¬ 
porations amounted to $54 billion for the year 
1944, as compared with $16 billion for 1940. 
(See Table 2.) 

Since private capital formation, which nor¬ 
mally absorbs the bulk of savings, fell sharply 
from its peak in 1941, as shown in Table 2, 
a very large part of the increased savings of 
both corporations and individuals is held in 
the form of government securities and other 
liquid assets. , 

Although state and local governments were 
retiring obligations and accumulating sur¬ 
pluses during the war, the federal debt rose 
steadily and substantially. The gross federal 
debt stood at $231 billion at the end of 1944 — 
up $186 billion in four years. 

3. Factors Accounting for Wartime 
Output 

The “miracle of production” achieved dur¬ 
ing the war is often cited as evidence of vast 
and hitherto unsuspected potentialities of pro¬ 
duction and of tremendous technological gains 
that have greatly increased our productive 
efficiency. Our war production records are 
sometimes held forth as a sort of “par” for the 
postwar peacetime economy, and indeed even 
as a level of output below which we can fall 
only at our peril.** 

12. "Stimulated by war demands, a decade of techno¬ 
logical development has been crowded into a few months, 
thus giving a promise of further increases in efficiency 
when these developments arc fully utilized for civilian 
production.” — from Markets sl/ier the War. S. Doc. 40, 
78th Cong., 1st scss., p. 1. 

"Our experience in war production has shown that in 
America we can have an economy of abundance. It has 
shown that in producing for war we can reach an annual 
income of 200 billion dollars. The same manpower, the 
same plant and equipment, and the same know-how can 
produce iu't as abundantly for peace." — from Conference 
Report of United Automobile Workers (CIO) quoted in 
Washington Pott. April 8. 1944. 

"We are like a flying fortress which must maintain a 
given speed or crash." — Stuart Chase, Where’s the Money 
Coming From?. Twentieth Century Fund, New York, 
>94 J. P- ««<>• 
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The tremendous accomplishments of Ameri¬ 
can industry and labor during the war arc un¬ 
deniable. But the best measure of these accom¬ 
plishments is to be found, not in statistics of 
national income and gross national product, 
but in the brilliant successes of American arms 
throughout the world and in the fact that the 
vast plenitude of the weapons of war helped to 
save American lives. 

What this impressive war production rec¬ 
ord means in terms of the kinds of goods and 
services we will want in peacetime is a differ¬ 
ent question — and an extremely difficult one 
to answer because wartime output cannot read¬ 
ily be compared with peacetime needs. The 
composition of the national output at the peak 
of the war effort was far different from what 
it was before the war and from what it is now 
that the war is over. 1 * Although the dollar 
volume of consumer expenditures held above 
prewar levels, there was virtually no produc¬ 
tion of the most important types of consumers’ 
durable goods, while some nondurable goods 
became unavailable. Other kinds of consumer 
goods had deteriorated in quality. At the same 
time, consumers’ services were limited in 
amount and changed in character. 

About half of the gross national product in 
1944 consisted of government expenditures, of 
which nearly half went for combat munitions 
destined for destruction. What our ability to 
produce $10 billion worth of artillery and am¬ 
munition at government contract prices in 
1944 means in terms of refrigerators and oil 
burners at competitive market prices in 1950 
is impossible to determine. Placing a dollar 
value on the priceless services of a division 

13 . The Federal Reserve Bulletin, in discusung revision 
of the index of industrial production. sjmI. "It “ • • 

difficult to judge how much output of war products in an 
industry corresponds to a given output of peacetime prod¬ 
ucts. This problem of changing products exists to some de¬ 
gree in peacetime as the composition of output 
within an industry, but the changes arc far greater in thc 
transition from peace to war production. Shifts oco* K , 
by the widespread transition to manufacture of .hflerent 
products are extremely complex, with marked changes m 
the types and proportion of materials used and opecu ty 
in the amount of processing applied to these materials. 
There is no wholly satisfactory way of showing what hap¬ 
pens to production (value added in terms ‘*1 constant 
prices) as industry goes on a wartime basis." October »943- 
P- 948. 


fighting on the Western Front is absurd 
enough — though necessary in estimating 
wartime gross national product—but it would 
be compounding an absurdity to try to evalu¬ 
ate the postwar equivalent of their wartime 
services. 

Difficulties of measuring changes in prices 
and productivity during the war further ag¬ 
gravate the problem of translating wartime 
output into peacetime probabilities. This is 
particularly true of munitions, which must be 
produced primarily with an eye to quality and 
speed rather than economy, and which arc 
priced outside the competitive market. 

Whether the production achievements of 
the war are evidence of greatly increased ca¬ 
pacity to produce cannot be answered with cer¬ 
tainty, but some light can be thrown on the 
question by examining the factors responsible 
for more than doubling the dollar volume of 
output during the war. By what means could 
the 1940 gross national product of $97 billion 
have been raised to $199 billion in 1944? 

a. HIGHER PRICES 

In the first place, a considerable part of this 
increase of more than $100 billion was not a 
“real increase" in the physical volume of goods 
and services produced, but was merely a re¬ 
flection of a substantial rise of prices over the 
four-year period. How large an increase oc¬ 
curred in the average price of all the goods and 
services entering the gross national product 
will probably never be known, but there is 
good reason to believe that it was much greater 
than indicated by official indexes, most of 
which arc designed to measure only the 
changes in prices of civilian goods. 

The cost of living index is, of course, not in¬ 
tended to reflect the price changes of noncon¬ 
sumer products, and probably understates the 
price rise for consumer goods and services, 
while neither it nor the wholesale price index 
is designed to measure changes in the price of 
munitions, which bulk so large in the war 
economy. As for nonwar goods and services, 
Simon ku/.ncis has pointed out that 
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The available price indexes fail to reflect fully 
qualitative deterioration in commodities and serv¬ 
ices; [for example] the “pricing up” that takes Ihe 
form of adding superficial and unwanted ele¬ 
ments to the good, largely in order to raise it into 
higher price brackets without violating price 
regulations; the reduction in discounts or in serv¬ 
ices formerly granted in connection with durable 
commodities; pricing on the black markets; and 
the general effects of narrowing freedom of choice 
on the part of would-be civilian purchasers . . . 
only a few halting steps can be taken toward 
overcoming these difficulties. 14 

As for nonconsumer goods and services, 
particularly war outlays, Kuzncts’ careful 
study presents convincing evidence that the 
average price increase for all products during 
the early part of the war was substantially 
larger than the increases in cither the cost of 
living index or the wholesale price index. In¬ 
deed, his estimates of the average price in¬ 
crease for the entire gross national product be¬ 
tween 1940 and the first half of 1943, on the 
basis of three assumptions, were 27 per cent, 
36 per cent and 48 per cent, with his preference 
for the highest percentage. These percentages 
compare with increases of 23 per cent in the 
cost of living index and of 31 per cent in the 
wholesale price index between 1940 and 1943. 

Because the price level index used in this 
study (sec Table 2) is based primarily on 
civilian goods, it provides a “conservative” pro¬ 
cedure for deflating the gross national product 
since it probably understates the rise in the 
price of munitions. However, if we assume 
that the increase in the price level between 
1940 and 1944 was no more than 32 per cent, 
the $97 billion gross national product for 1940 
would have been valued at Si28 billion in 1944 
dollars, i.c., with 1944 purchasing power. The 
"real increase" in gross national product be¬ 
tween 1940 and 1944 therefore amounted to 
the difference between S128 billion and $199 
billion, or about $71 billion (in 1944 dollars). 
1 bus close to a third of the total dollar in¬ 
crease of $102 billion in gross national product 

* 4 - Tim quotation ami data in this section from Simon 
Kuzncts. National Product: liar and Prewar, Occasional 
Paper No. 17. National Bureau of Economic Research. 
New York. February 19-II. PP- 7 . « 9 . 23. 


between 1940 and 1944 was due solely to 
higher prices. 

b. INCREASED EMPLOYMENT 15 

The real increase, or expansion in the physi¬ 
cal volume of output, was brought about in 
large part by the employment of several mil¬ 
lion additional workers and the lengthening of 
hours of work. In 1940 an average of 46.9 mil¬ 
lion persons were at work during the year, so 
that the average gross output per worker was 
$2,733 * n *944 dollars (or $2,070 in 1940 dol¬ 
lars). 

Unemployment was heavy in 1940, with an 
average of 7.5 million members of the labor 
force out of work during the year. The vast 
majority of the unemployed found jobs as the 
war production program expanded, so that un¬ 
employment had dropped to 800,000 by 1944. 
Hence 6.7 million of those out of work in 1940 
had found jobs by 1944. At the 1940 rate of out¬ 
put of $2,733 worker, the rc-cmploymcnt of 
these workers would have accounted for $18.3 
billion (in 1944 dollars) of the $71 billion 
added to the real gross national product be¬ 
tween 1940 and 1944. 

The Census estimates that the “normal la¬ 
bor force" in 1944 numbered 57.7 million, or 
3.3 million more than the actual reported labor 
force of 54.4 million for 1940. These 3.3 mil¬ 
lion new workers who were normal additions 
to the labor force would have accounted for an 
addition of $9 billion to the 1940 gross national 
product of $128 billion (in 1944 dollars) if 
their average output had equaled that of the 
existing labor force in that year. 

In addition to these normal new entrants 
into the labor market, the labor force was fur¬ 
ther augmented by several million emergency 
and temporary workers. These included boys 
and girls below normal working age, wives of 
servicemen and other married women and 
older workers who had retired. There were 64 
million persons, on the average, in the labor 
force in 1944, or 6.3 million more than the esti¬ 
mated normal of 57.7 million. On the basis of 

15 . For data used in this section, see Appendix x and 
Chapter 22. 
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the 1940 average output of $2,733 P cr worker, 
these emergency workers would have added 
about $17-2 billion (in 1944 dollars) to the 1940 
gross national product. 

Thus, if the 16.3 million additional persons 
employed in 1944 had been working in 1940 at 
the average hours of work and level of pro¬ 
ductivity prevailing in that year, they would 
have added $44.5 billion (at 1944 prices) to the 
gross national product of $128 billion. In other 
words, gross national product would have 
been close to $173 billion, which would still 
leave $26 billion of the $71 billion difference 
between 1940 and 1944 unaccounted for. 

C. LONCER WORKING HOURS 

If the 63.2 million workers actually em¬ 
ployed in 1944 could have produced a gross na¬ 
tional product of $172.7 billion by working 
the 1940 average of 43 hours per week, their 
aggregate output would obviously have been 
larger if they had worked the 1944 average of 
46.7 hours per week.' 0 Without allowing for 
any reduction in average output per man-hour 
because of the greater fatigue accompanying 
longer working hours, this increase of 8.6 per 
cent in the length of the work-week would ac¬ 
count for an additional $14.9 billion of gross 
output. Gross national product on the basis of 
these assumptions would thus amount to 
$187.6 billion — a total that is only Si x billion 
below the total of $198.7 billion actually re¬ 
ported for 1944. 

Details of the above computations (in bil¬ 
lions of dollars at 1944 price level except where 
otherwise stated) may be summarized as fol¬ 
lows: 

Gross national product produced in 1940 
by 46.9 million workers working average 
of 43 hours per week, valued at 1940 
prices: $ 97 •* 

Difference between 1940 GN'P valued at 
1940 prices and at 1944 prices (i.c., 32 per 
cent higher): 3 1 - 1 

16 . For data used in this section, see A|i»n.lix i and 
Chapter 22. Average weekly hours, as sln.wn in Apr "j 
dix 1 . for 1940 were 4 S -5 without allowing for annual 
vacations, which are roughly estimated to amount «<» «-5 
hours per week. Ikcausc of hi«h levels of activity in 1944. 
no deduction was made for vacations. 


Additional GNP that would be produced 
by re-employment of 6.7 million of the 
7.5 million workers unemployed in 1940: 18.3 

Additional GNP that would be produced 
by 3-3 million workers who were ‘nor¬ 
mal'* additions to labor force between 
1940 and i 944 : t t , , , . <J ° 

Additional GNP that would be produced 
by 6.3 million emergency workers who 
entered the labor force between 1940 and 

17.2 

Additional GNP that would be produced 
by 63.2 million workers working 1944 
average of 46.7 hours per week instead of 
1940 average of 43 hours per week: 14 9 

Total 1944 GNP 

As computed above ’ 0/ Q 

As reported $' 9*7 

Difference between computed and 

reported GNP $11.1 

The results of similar computations for the 
1940-1944 period arc shown in Appendix 2 
and Figure i. 

d. PRODUCTIVITY CHANGES 

The differences between the hypothetically 
computed totals for gross national product and 
the actually reported totals arc small, ranging 
from 2.7 per cent for 1942 to 5.9 per cent for 
1944. These differences could readily be ac¬ 
counted for if it were assumed that the over¬ 
all productivity of labor, in terms of output per 
man-hour, had increased by no more than 1.5 
per cent per year during this four-year period. 
This would be much less than the average in¬ 
crease in productivity over the decade or so 
preceding the war. 

It must be remembered, of course, that this 
analysis is only a very crude hypothetical re¬ 
construction of gross national product and pro¬ 
vides an unsatisfactory basis for computing 
changes in anything as hard to measure as pro¬ 
ductivity. It docs not purport to explain how 
the actual 1944 gross national product was in 
fact achieved, but merely what dollar volume 
of output would have been attained on the 
basis of 1940 experience by reason of the in¬ 
creases in prices, employment and working 
hours that occurred after i 94 ’>- Some of the er¬ 
rors in this reconstruction, moreover, probably 
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Figure i. Factors Contributing to Wartime Increases in Gross National Product 
Source : Appendix 2 . 


fall in the same direction. By 1945, for exam- chine tools many workers had to work a 56- 
plc, wc had passed the normal “full employ- or 60-hour week over considerable periods of 
ment” level and many of the unemployed, and time. This would mean greater fatigue and, 
of the emergency workers, who found jobs at in the absence of offsetting influences, lowered 
the peak of the war effort were less efficient efficiency and a smaller output per man-hour 
workers than the regular members of the labor than if these workers had been working a nor- 
forcc. This would mean that the average out- mal work-week. To what extent this would 
put per worker of those added to the labor lower the average output per man-hour of the 

force after 1942 was probably lower than that entire working force is impossible to detcr- 

ot the persons at work in 1940. mine, but the effect would probably not be 

Furthermore, the longer average work- large, as only a small proportion of the entire 
week of 1944 reflects the fact that in such war labor force was working excessively long 

industries as shipbuilding, aircraft and ma- hours. Nevertheless, the assumption that an 
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8.6 per cent increase in average working time 
between 1940 and 1944 would have resulted in 
a corresponding increase in total output prob¬ 
ably involves at least a slight overstatement. 

The great unknown in computing produc¬ 
tivity changes, however, is the effect of price 
changes on the dollar totals of gross national 
product. If, as seems likely, the price index 
used in this survey to adjust the dollar totals of 
gross national product understates the extent 
of the price rise after 1940, the estimated in¬ 
creases in productivity would be less than 
shown above. Indeed, a price increase of as 
much as 48 per cent between 1940 and 1944 
(suggested as possible by Kuznets for the pe¬ 
riod between 1940 and the first half of 1943) 
would be more than enough to wipe out the 
entire difference between the computed and 
reported totals for 1944. This would mean that, 
instead of increasing at the rate of 1.5 per cent 
or 2 per cent per year during the war period, 
the over-all physical output per man-hour may 
actually have declined.' ' 

In spite of its deficiencies, however, this ad¬ 
mittedly rough compulation apparently justi¬ 
fies the conclusion that although the $199 bil¬ 
lion output at the peak of the war effort is a 
remarkable tribute to American genius in mo¬ 
bilizing our unused material and human re¬ 
sources, it was by no means a "miraculous" ac¬ 
complishment, in the sense of being inexplica¬ 
ble. Nor docs it indicate any extraordinary 
technological progress or large increase in 
over-all productive efficiency. On the contrary 
it appears that the average productivity of the 
entire working force may have increased less 
rapidly than usual, if indeed it increased at all. 
A doubling of the dollar volume of gross out¬ 
put between 1940 and 1944 could have been 
achieved largely or wholly by changes in the 

17 . For an excellent discussion of the various factors 
making for increased and decreased productivity under 
war conditions, see Productivity of Labor ,n Peace and it a' 
by Solomon Fabricant. National Bureau of Economic Ke- 
»carch, New York, September 1942. Writing in Septem¬ 
ber 1942 , the author says: "the chances seem strong that 
(output per man-hour) . . . will sooner or later [showI 
a drop, though it may come only after an initial spurt ot 
activity, within the limits of the former peace set-up ot 
equipment, organization, etc., during which labor pro¬ 
ductivity may rise." 


price level, in the number of persons at work 
and in the length of the work-week.’" 


4. War Output and Future Productive 
Capacity 

What docs this peak wartime output of 
nearly $200 billion mean in terms of future 
productive probabilities? Even greater uncer¬ 
tainties surround this question, because an at¬ 
tempt to answer it requires assumptions as to 
the future size of the labor force, the number 
of persons at work, the length of the work¬ 
week and changes in productivity. 

The labor force at the peak of the war ef¬ 
fort included some 7 million emergency 
workers. In spite of the postwar boom, how¬ 
ever, and the sharp rise in civilian employ¬ 
ment after V-J Day, there was a rapid shrink¬ 
age of the emergency labor force as demo¬ 
bilized members of the armed forces returned 
to their peacetime jobs. By the end of the first 
year of peace, the emergency force was down 
from its peak by nearly 6 million workers, and 
it seems probable that all of them will leave 
the labor force by the end of the decade. (See 
Appendix i.) 

The normal labor force, of course, may be 
expected to continue its steady rate of growth 
during the remainder of the decade. On the 
basis of Census estimates, the normal labor 
force averaged 57.7 million in 1044 and will 
rise to 60.5 million by i<)^o. An allowance for 
war casualties would probably reduce the lat¬ 
ter total to approximately 60 million. 

Unemployment in 1944 bad reached an all- 
time low average of 800.000, but it seems prob- 


18. A further complication that arises in attempting to 
rornparc wartime output with peacetime output is the 
probability that, if the eonipotiiioH of the ">44 na * 

:ion.il product had been identical with tlwt ot the J 940 
pot put. the increave of $102 billion Could probablv have 
iKrn achieved with lew additional man-hours uf labor ef¬ 
fort (and therefore with greater clTktcfKV) than was ac¬ 
tually required. Converting automobile plants to tank 
production, and vastly expanding facilities for aircraft pro- 
duction and shipbuilding, undoubtedly required greater 

effort, more "know-how" and involved more delay and 
waste than if the output of each of our ex.vtmg 1940 in¬ 
dustries bad been doubled .luring the four-year period. In 
other words, the real accomplishments of the war produc¬ 
tion program are best measured by the character and com¬ 
position of the war output and not by its total dollar value. 
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able in the light of past experience that an av¬ 
erage of 5 per cent of the labor force unem¬ 
ployed is not far from a practical minimum for 
“high-level” employment, if not for “full” em¬ 
ployment (such as we have experienced dur¬ 
ing the immediate postwar boom). This 
would mean 57 million persons at work in 
1950, compared with an average of 63.2 mil¬ 
lion for 1944 and nearly 59 million in the first 
half of 1946. 

Working hours have also been reduced with 
the return of normal peacetime conditions. If 
“standard hours” continue to decline in ac¬ 
cordance with past trends, it is reasonable to 
assume that the work-week by 1950 will ac¬ 
tually average 40.8 hours, making allowance 
for annual vacations and for time lost be¬ 
cause of illness and plant shutdowns. This 
compares with 46.7 hours in I944- 1 * 

According to these assumptions, therefore, 
57 million persons would be working an aver¬ 
age of 40.8 hours a week in 1950, compared 
with 63.2 million working 46.7 hours a week in 
1944. This would mean a decline in total “la¬ 
bor input” from an average of 2,950,000,000 
man-hours per week to 2,330,000,000, or about 
21 per cent. In the absence of any change in 

19. For a discussion of these assumptions sec Chapter a 
and Appendix 3. 


productivity, therefore, the 1950 gross output 
would fall 21 per cent below the 1944 gross na¬ 
tional product of $198.7 billion, or to about 
$157 billion. If productivity increases during 
the remainder of the decade at the rate of 1.7 
per cent per year, as assumed in Chapter 2, the 
six-year period ending with 1950 should wit¬ 
ness a gain of nearly 11 per cent in output per 
man-hour. Under such conditions gross na¬ 
tional product in 1950 would amount to about 
$175 billion, in 1944 dollars. This would mean 
over one third more goods and services than 
our economy produced in 1940, but about $24 
billion less than the value of our peak war 
output. 

Needless to say, this attempt to project war 
output into the postwar future is subject to 
even greater hazards and difficulties than an 
attempt to explain how the 1944 gross na¬ 
tional product could have been obtained in the 
light of prewar experience. About the only 
justified conclusion is that there is no evidence 
to indicate that the postwar output of goods 
and services will remain at anything like the 
large physical volume at the peak of the war 
effort unless both the size of the labor force 
and the length of the work-week remain ab¬ 
normally high, or unless productivity records 
very large gains. 


CHAPTER 2 


PAST TRENDS AND FUTURE OUTPUT 


The difficulties that beset any attempt to in¬ 
terpret wartime output in terms of peacetime 
productive probabilities can be avoided by 
wholly disregarding the effects of the war, and 
projecting prewar trends into the future. Such 
a procedure can be justified — or rationalized 
— on cither the assumption that the war will 
have no permanent effect on the factors deter¬ 
mining future national income and gross na¬ 
tional product, or that the favorable and un¬ 
favorable effects of the war will offset each 
other. In any event, the effects of the war 
upon future employment, hours of work, 
prices and productivity can be a matter only 
of surmise until long after its end. 

Estimates of our capacity to produce needed 
goods and services in the 1950 decade, however, 
required certain assumptions about the dura¬ 
tion of the war and of the transition back to 
"normal," and about future levels of employ¬ 
ment, working hours and productivity. Early 
in 1943, when this survey of needs and re¬ 
sources was initiated, one of the basic assump¬ 
tions that the contributors were asked to take 
into account was that "the war will end in 
1945, with Japan’s defeat coming after Ger¬ 
many’s, and with the peak of our industrial 
war effort being attained at some time in the 
1944-1945 period.” V-E Day came in the spring 
of 1945, and Japan’s defeat followed a few 
months later. Industrial production for war 
reached its peak late in 194$, while total em¬ 
ployment and gross national product were at 
their highest levels in 1944 and early 1945. 

A further assumption underlying the con¬ 
tributors’ estimates of future needs and re¬ 
sources was that the transition from war to 


% J- Frederic Dewhurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey. 


peace would be completed by the end of the 
present decade. It was also assumed that 

by the end of this transition period the bulk of 
the pent-up demands for consumer goods (except 
housing) will have been supplied; demobilization 
of the armed forces and war workers, reconver¬ 
sion of industry and disposal of government 
plants will have been effected; most of the ration¬ 
ing and other war controls will have been lifted; 
war-deferred private and public maintenance and 
repair will have been taken care of; and immedi¬ 
ate foreign relief and rehabilitation needs will 
have been met. 

Beyond this transition period, the contribu¬ 
tors were asked to estimate what the demand 
for various major classes of goods and services 
would be in 1950 and i960 under certain stated 
assumptions about the size and distribution 
of the population in those years, the number 
of persons at work, and the output of goods 
and services as measured by the national in¬ 
come and gross national product. All of these 
assumptions necessarily involved a projection 
of past trends. Employment and output as¬ 
sumptions arc discussed in this chapter; popu¬ 
lation trends in Chapter 3. 

1. Trends and Projections 

For the purposes of this survey, contribu¬ 
tors were asked to prepare their analyses on the 
basis of the output of goods and services to be 
expected in 1950 and i960 under conditions of 
stable prosperity and high levels of employ¬ 
ment roughly comparable to the last half of 
the 1920 s. During 1925-1920 the physical 
output of goods and services rose moderately 
but steadily, as each successive year set a new 
production record. With the labor force ex¬ 
panding at a normal rate, jobs were not hard 
to find and employment stayed at high and ris¬ 
ing levels, although at no time did unemploy¬ 
ment virtually disappear as it did at the peak 
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of the war effort. Although wage rates showed 
modest advances during the period, reflecting 
gains in labor productivity, commodity prices 
held at stable levels. All in all, in spite of the 
tragic aftermath, we were probably closer to 
full employment of our human and material 
resources during the five years ending with 
1929 than in any other peacetime period of 
comparable length since the turn of the cen¬ 
tury. 

How large a volume of goods and services 
we can turn out under approximately com¬ 
parable conditions in 1950 will depend upon 
the number of persons in the labor force in 
that year; the average number actually at 
work, after deducting the probable number of 
unemployed; the average hours of work; and 
the productivity of the working force as meas¬ 
ured by average output per man-hour. Finally, 
since dollars are the only common unit in 
which output of all the varied goods and serv¬ 
ices produced by the economic system can be 
measured, the price level will also determine 
what the dollar total of the gross national prod¬ 
uct and national income would be at high lev¬ 
els of employment and production in 1950 and 
i960. 

a. SIZE OF LABOR FORCE* 

The size and composition of the labor force 
display remarkable stability. There arc, of 
course, normal seasonal variations, and there is 
some tendency for the labor force to expand in 
size under the stress of a severe depression and 
at the peak of a boom. Aside from these 
changes, however, the labor force appears to 
grow and change in character only gradually, 
in response to long-term trends in the age and 
sex composition of the population. In 1940 the 
labor force averaged 54.4 million workers, or 
about seven times as many as the number with 
gainful occupations in 1850, four times as 
many as in 1S70 and half again as many as in 
1910. Not only did the population grow rap¬ 
idly during this whole period, but the propor¬ 
tion in the working force also increased sicad- 

1. See Chapter :: lor discussion of trcn«!» and csii- 
rn.iu-s of future size of labor force: also see Appendix 3. 
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ily up to 1910. Two persons out of every five 
were in the labor market in 1910 — as com¬ 
pared with less than one out of three in 1870 
and before — and the proportion remained at 
about the 1910 level thereafter. 

The projection of past trends of “participa¬ 
tion in the labor force” by sex and age groups, 
as computed by the Census, indicates an aver¬ 
age “normal” labor force of 60.5 million for 
1950. An allowance for war casualties might 
be expected to reduce this total to about 60 
million. Whether the 1950 labor force will ac¬ 
tually be larger or smaller than 60 million, 
however, will not be known until the census 
has been taken; until then it is wholly conjec¬ 
tural. A labor force of 60 million would mean 
41.5 per cent of the 1950 population in the labor 
market — a larger proportion than in any pre¬ 
vious peacetime period. The average number 
of workers per family would also be greater 
than at any time in the past, with the excep¬ 
tion of war periods. 

Some argue that many of the war emer¬ 
gency workers will want to remain in the la¬ 
bor force after the transition period, especially 
if jobs arc plentiful because of a “full employ¬ 
ment” program. Others contend that most 
people work because they need the money 
rather than because they love their work, and 
that a successful full employment program 
would mean a high level of prosperity and a 
welcome opportunity to many to leave the la¬ 
bor market, or to delay their entrance into it. 
This appears to be particularly true of the 
younger age classes, where longer schooling 
would mean later entrance into the labor mar¬ 
ket, and of the older groups, where the trend 
toward earlier retirement would speed their 
withdrawal from gainful work. An accelera¬ 
tion of these trends toward longer schooling 
and earlier retirement appears most likely after 
1950; for that vear it seems more reasonable to 
assume that the labor force will be neither 
larger nor smaller than the computed normal 
of 60 million (after allowance for war casual¬ 
ties). This presumes that all of the war emer¬ 
gency workers will leave the labor market by 
the end of the decade, which appears reason- 
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able in view of the fact that within a year after 
V-J Day the emergency labor force had al¬ 
ready shrunk from a wartime peak of more 
than 7 million to about 1.2 million. (See Ap¬ 
pendix 1.) 

An attempt to look further ahead and pre¬ 
dict the size of the "normal" labor force in 
i960 is a much more difficult task than esti¬ 
mating the size of the 1950 labor force. Not 
only arc there greater uncertainties about what 
the size and age composition of the population 
will be, but the projection of trends of "par¬ 
ticipation in the labor force” by various sex 
and age groups is also subject to a much 
greater likelihood of error. This latter is par¬ 
ticularly true of the younger and older age 
groups in view of the fact that the trends 
toward longer schooling and earlier retirement 
are likely to be greatly accelerated under the 
conditions of high-level activity assumed in 
this survey. 

In view of these influences, this survey has 
assumed a much smaller growth in the size of 
the normal labor force during the 1950 decade 
than that implied for the 1940 decade by the 
Census estimate (the Census has issued no es¬ 
timate of the size of the normal labor force 
beyond 1950). For i960 this survey has as¬ 
sumed a normal labor force of 63.4 million, 
but it should be recognized that the error in 
this estimate can easily be twice as great as for 

x 95 °. 

b. EMPLOYMENT AND UNEMPLOYMENT* 

The volume of goods and services our econ¬ 
omy would be able to produce with a labor 
force of 60 million in 1950 and one of 63-1 mil¬ 
lion in i960 depends, first of all, on the extent 
to which the labor force would be utilized with 
the economy operating at a high level of activ¬ 
ity. “Full employment" is of course never com¬ 
pletely achieved, in the sense that every mem¬ 
ber of the labor force is actually at work at the 
same moment of time. By the summer of 1942 
the war boom had been under way for two 

2 . For data used in this section and for further discus¬ 
sion of past trends and future estimates of employment 
and unemployment, see Chapter 22 . 


years and prices and wages were rising so fast 
as to necessitate drastic measures of control. 
Although 1.7 million extra workers had al¬ 
ready been attracted into the labor market, 
more than 2.5 million, or nearly 5 per cent of 
the civilian labor force, were still out of work. 
Even when the peak war effort had drawn 
some 7 million emergency workers into the 
labor market, there were nearly a million un¬ 
employed. (See Appendix 1.) 

Such records as exist for earlier periods con¬ 
firm the conclusion that a good deal of unem¬ 
ployment continues even in periods of pros¬ 
perity. During the long depression of the 
i93o’s heavy unemployment persisted, and 
only in the minor boom of 1937 did the num¬ 
ber of unemployed drop below 7 million — 
about 12 per cent of the labor force. 

In contrast with the 1930's, the 1920 decade 
was one of prosperity and high-level employ¬ 
ment, except for the years 1921 and 1922. Yet 
Leo Wolman's estimates of the "average mini¬ 
mum volume of unemployment" in nonagri- 
cultural pursuits during 1920-1927 ranged 
from a little less than 4 per cent of the labor 
force in the active years 1920 and 1923 to more 
than 5 per cent in 1924, when a mild recession 
occurred. Unemployment was much higher in 
1921 and 1922, and over the entire eight-year 
period more than 5.5 per cent of the working 
force, on the average, were out of work. 

Paul Douglas' estimates for the years 1889 
to 1926, though covering only a part of the 
total labor force, tend to confirm the conclu¬ 
sion that unemployment continues in consid¬ 
erable volume even in active and prosperous 
years. In only three of the 30 years ending 
with 1926 did unemployment in the trades 
covered by the Douglas estimates (manufac¬ 
turing, transportation, construction and min¬ 
ing) drop to as low as 6 per cent of the avail¬ 
able labor supply. During two thirds of the 
entire period more than 7 per cent were out 
of work, and for one third of the period over 
10 per cent were unemployed. Since unem¬ 
ployment in the trades covered by the Douglas 
estimates is normally more severe than for 
other occupations, these percentages some- 
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what overstate the amount of unemployment 
in the labor force as a whole. 

In the light of past experience, a postwar 
decade of economic activity comparable to the 
last half of the i92o’s would probably in¬ 
volve unemployment amounting on the aver¬ 
age to 5 per cent of the labor force. Such an as¬ 
sumption purposely avoids the partly termino¬ 
logical and as yet unresolved dispute over the 
question of how much unemployment can or 
should exist with “full employment.” It merely 
sets up the optimum accomplishments of the 
past as a reasonable “par” for the future utiliza¬ 
tion of our labor force. A practical minimum 
of 5 per cent of the labor force does not, of 
course, imply a hard core of unemployed 
workers who never find jobs, but rather a shift¬ 
ing group, most of them out of work for short 
periods between jobs. 

Average unemployment of 5 per cent would 
mean 3 million unemployed in 1950 and 3.2 
million in i960. With a high level of activity, 
employment would, therefore, average 57 mil¬ 
lion in 1950 and 60.2 million in i960, as com¬ 
pared with 46.9 million at work in 1940, when 
unemployment averaged 7.5 million. (See Ap¬ 
pendix 3.) 

C. HOURS OF WORK* 

Although precise information on hours of 
work is available only for recent years, suffi¬ 
cient evidence exists to indicate a steady de¬ 
cline in the average length of the work-week 
over the past several decades. “During the 40- 
ycar period from 1870 to 1910, there was . . . 
a rapid decrease in the length of the work pe¬ 
riod. The 72-hour week, the 6o-hour week, 
and, to some extent, the 54-hour week succes¬ 
sively passed into history; the 12-hour day gave 
place to the 10-hour day, and the 10-hour day, 
in some measure, gave place to the 8-hour 
day.”' This downward trend, which undoubt¬ 
edly began before 1870, continued even more 
rapidly after 1910, with the result that csti- 

3 . For further <)i*cusMon of working hours see Chapter 
32: also Appendix 3. 

4 . Bureau of the CvnMit. Compj'atite Occupation StJ- 
tittict lor the United Slates. 1870 - 1 ^ 40 . Washington. 
1940. p. 9 »- 
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mated working time for the entire labor force 
averaged about 43 hours per w^ek in 1940. 
Nonagricultural occupations averaged nearly 
42 hours per week in 1940, and agriculture less 
than 53 hours. 

Although information on working hours, 
except for the last decade or so, is far from sat¬ 
isfactory, an attempt has been made to esti¬ 
mate standard hours and actual hours of work 
for nonagricultural pursuits and customary 
hours for agriculture for the year 1850 and for 
every tenth year thereafter. 

Trends in Wording Hours 

These estimates show a decline in the cus¬ 
tomary work-week in agriculture from 72 
hours in 1850 and i860 to less than 53 hours in 
1940, with the sharpest decline coming after 
1910. The standard work-week in nonagricul¬ 
tural pursuits declined by more than a third — 
from 69 hours per week in 1850 to 44 hours in 
1940. Estimated actual working time (i.e., 
after allowing for part-time operations as af¬ 
fected by the phase of the business cycle in 
each year) for nonagricultural occupations fell 
from 68 hours per week in 1870 to 41.7 in 1940. 

The average actual working time for agri¬ 
cultural and other occupations, weighted in 
accordance with the relative importance of 
each in employment of labor, declined from 
70.6 hours in 1850 to 43 hours in 1940. This 
downward trend represents an average de¬ 
cline per decade of three hours in the length 
of the work-week over the entire 90-ycar pe¬ 
riod. For the last 30 years of the period, the 
decline averaged five hours per week. In fact, 
average working hours have fallen about as 
much since 1910 as employment has increased, 
so that the 47 million workers employed in 
1940 were working a smaller aggregate num¬ 
ber of man-hours per week than the 37 mil¬ 
lion persons working in 1910. (Sec Table 3 
and Figure 2.) 

Now that the pressures of war production, 
which brought an increase in working hours, 
have passed, it is reasonable to expect this 
downward trend to resume and to continue at 
least over the next decade or so. It seems likely 
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that wc shall continue to accept the fruits of 
rising productivity partly in the form of more 
goods and services and partly in the form of 
more leisure. 

Past trends and current tendencies provide 
some basis for judgment as to what continua¬ 
tion of this long-term trend under conditions 
of high-level activity will mean in terms of 
working hours in 1950 and i960. In view of 
the steady decline over the past several dec¬ 
ades, it seems conservative to assume that 
standard hours in nonagricultural pursuits 
will fall from an estimated 44 hours per week 
in 1940 to 41 in 1950 and to 38 in i960. Cus¬ 
tomary hours in agriculture could easily de¬ 
cline from slightly above 52 in 1940 to 50 in 
1950 and to 48 in i960. 

In terms of a weighted average for the en¬ 
tire labor force, the average standard work¬ 
week would be 42.5 hours long in 1950 and 39.7 
hours in i960, compared with 45.4 in 1940. 
This would represent a decline of 2.9 hours in 
the present decade and a further decline of 2.8 
hours in the 1950-1960 decade. Under these as¬ 
sumptions, the current goal of the standarc 
40-hour week would not yet be attained by 
1950, even for nonagricultural occupations, but 
the average of standard hours for all occupa¬ 
tions would slightly better that goal by i960. 

Future Wording Hours 
In translating these estimates of standard 
hours into probable actual hours of work, it is 
necessary to estimate how much working tunc 
of employed workers would be lost because of 
temporary plant shutdowns, part-time ope ra¬ 
tion and occasional lost days. These factors 
cause the actual work-week always to be 
shorter than the standard— often by as much 
as two or three hours or more. Another factor 
which tends to reduce the average length of 
the work-week for the year is the growing 
tendency to allow for paid vacations in labor 
contracts. A two-week vacation with a 4 ' 1 ' 
hour week would mean a loss of 80 wor - 
hours during the year - an average of over 1.5 
hours per week, or nearly 4 per cent of the 
standard work-week. 


In estimating actual hours for 1950 and 
i960, it has been assumed that the two-week 
annual vacation, estimated to apply to one 
quarter of the working force in 1940, would 
apply to about half the employed labor force 
in 1950 and would become universal by i960. 

It was further assumed that lost time for rea¬ 
sons other than vacation would be less than 
one hour per week in 1950 and about half an 
hour per week in i960, which would mean a 
smaller amount of lost time than at almost any 
time in the past. 

On this basis, it was estimated that at high 
levels of economic activity in 1950 the actual 
work-week would average 40.8 hours for the 
entire labor force, as compared with the stand¬ 
ard of 42.5 hours; in i960 it would be 37.7 
hours, or 2 hours less than the standard of 39.7 
hours. These compare with an estimated 
standard week of 45-4 hours in 1940 and an 
actual work-week averaging 43 hours. 6 

d. LABOR PRODUCTIVITY* 

How large a volume of goods and services 
would be produced by 57 million persons 
working 40.8 hours a week in 1950 and by 60.2 

million working 37-7 h° urs 3 wcck in l ^° can * 
not be answered without assumptions as to la¬ 
bor productivity in those years. In 1940 an esti¬ 
mated 46.9 million persons working an aver¬ 
age of 43 hours per week for 52 weeks ac¬ 
counted for a total of 104.9 billion man-hours 
of labor effort. Since gross national product 
amounted to $97-i billion, average gross out¬ 
put per man-hour was 92 6 cents and net out¬ 
put, on the basis of the national income of 
$77.6 billion, amounted to 74 cents per man¬ 
hour (in 1940 prices). 

Labor productivity prior to i 94 <> had un¬ 
questionably been advancing sharply. I hysi- 
cal measures of output in agriculture and ,n 
manufacturing, mining and transportation 

„8 h«m *"d .UB.bt.1 -'nil 

'o'r"“Xuvi.y wends see Ch. P ,.r » 
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furnish ample evidence that productivity in 
these industries has been increasing by leaps 
and bounds, particularly in recent years. How 
representative the experience of these “me¬ 
chanical industries” is for measuring gains in 
the white-collar and service trades is uncer¬ 
tain. Productivity gains in the latter have 
probably been much less than in the former, 
and there is some reason to believe that the 
great advances in efficiency in producing 
goods have thrust larger burdens on the dis¬ 
tributive and service trades. 

Does the experience of the decade or so be¬ 
fore 1940 provide a dependable guide to the 
future? Substantial productivity gains were 
achieved during the 1920’$ and these were 
exceeded during the following decade. This 
may presage similar gains after this war, but 
it is doubtful whether the sharp advances in 
output per worker during the depression dec¬ 
ade can safely be taken as a guide to the future. 
These gains appear to have been at least partly 
due to the fact that because of the great under¬ 
utilization of personnel and facilities even as 
late as 1941 wc were using only our most effi¬ 
cient manpower and equipment. In other 
words, output per man-hour was probably 
larger than if the whole economy had been 
operating closer to capacity. 

Furthermore, there is no evidence that pro¬ 
ductivity gains continue at an even rate —or 
at a smoothly changing rate — from year to 
year or decade to decade. On the contrary, 
wide variations exist in the rate of change in 
productivity for different |>criods, in contrast 
to the steady, persistent trends in the length of 
the work-week and the si/e of the labor force. 
Not only do changes in productivity occur un¬ 
evenly and irregularly, but measures of such 
changes arc at best crude statistical devices. 

In spite of difficulties and uncertainties, 
however, an estimate of future changes in 
productivity is essential to arrive at an approxi¬ 
mation of what our economy can produce un¬ 
der favorable conditions in 1950 and i960. On 
the whole, it appears more reasonable to rclv 
on over all measures of productivity (i.c., in 
terms of national income or gross national 


product) in projecting past trends rather than 
on indexes of productivity in specific indus¬ 
tries or occupations that are not representative 
of the entire economy. 

Moreover, the average rate of change over 
a long period of time provides a better basis 
for future estimates than an assumption that 
the extraordinary gains since the late 1920’s 
will be continued indefinitely. The statistical 
data needed to measure over-all productivity 
are, however, far from satisfactory, and the 
further they arc extended into the past, the less 
reliable they probably become. 

Estimates of national income (i.e., value of 
total net output of goods and services) are 
available at 10-ycar intervals as far back as 
1850. These can be used to provide a rough 
measure of changes in the physical output of 
all goods and services by converting them by 
means of a price level index into “constant 
dollars" of 1940 purchasing power. The re¬ 
sulting measure of net output rises from $4.7 
billion in 1850 to $77.6 billion in 1940. This can 
then be compared with estimates of employ¬ 
ment and average hours of work in order to 
measure the approximate change in output per 
man-hour from decade to decade. The Census 
provides reliable data on the size of the labor 
force (i.c., the number with gainful occupa¬ 
tions) in 1850 and at 10-ycar intervals there¬ 
after, while various estimates of standard 
hours of work arc also available. Business ac¬ 
tivity indexes furnish an indication of the 
amount of unemployment and the extent of 
part-time work and lost time (manifested by 
deviation of actual working hours from stand¬ 
ard working time) for every tenth year from 
1850 to 1940/ 

On this basis, estimates of the total man¬ 
hours of labor elTort divided into the estimates 
of national income provide a measure of esti¬ 
mated output per man-hour in 1850 and at 10- 
ycar intervals to 1940. 

1 he resulting scries shows a rise from an 
estimated output per man-hour of 17.3 cents 

?. See TjMc 3 ami Appendix 3 for data and estimates 
«•* unemployment and employment, working hours, na¬ 
tional income and output |*cr man-hour. 
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Table 3 

Estimated Employment, Weekly Holes, Annual Man-Hours, Output Per Man-Hour 

National Income, 1850-1960 


Year 

Employed 

Workers 

(l) 

Average 

Weekly 

Hours 

(2) 

Annual 

Man- 

Hours 

( 3 ) 

Priee 

Level 

Index 

( 4 ) 


(In Million/) 


(In Billions ) 

47 

1850 

7-4 

70.6 

27-2 

i860 

10.1 

68.7 

36.I 

50 

1870 

1880 

12.4 

16.7 

66.3 

65.4 

42.8 

56.8 

72 

58 

1890 

22.4 

63.2 

73-6 

55 

1900 

1910 

1920 

27.5 

36.8 

41.8 

60.9 

57-5 

5 * *9 

87.1 

110.0 

112.8 

l 

69 

142.9 

* 93 ° 

45.0 

47.2 

110.4 

119.2 

1940 

46.9 

43.0 

104.9 

100.0 

x 944 

63.2 

46.7 

* 53*5 

132.0 

* 95 ° 

57 -o 

40.8 

120.9 


i960 

60.2 

37-7 

118.0 



National Ineome 

A et 

Output Per 
Man-Hour 
1940 Priees 
(?) 

Current 

Phees 

( 5 ) 

1940 

Priees 

(6) 

(In Billions ) 

(In Cents ) 

$ 2.2 

S 4.7 

17-3 

3.6 

7-2 

20.0 

6.6 

9.2 

21.5 

7-3 

12.6 

22.2 

12.0 

21.8 

29.6 

17-4 

3 *-* 

35-7 

30.4 

441 

40.1 

69.5 

48.6 

43 * 

68.9 

57-8 

523 

77-6 

77.6 

74.0 

160.7 

i*i -7 

79-3 

— 

106* 

87.5 

_ 

122* 

103.4 


Sourer/: Col. 1 and Col. 2: Appendix 3. 

Col. 3: col. 1 times col. 2 times 52 (weeks). 

Col. 41 1850 to 1910, Carl Snyder s 1 Index o( General 
Price Level" published in Renew 0/ Eeonom.e Stans- 
tics, Pebruary 15. 1934. PP- *5-*7>. which corresponds o 
B.L.S. Cost of Living Index for 1930. 
base; 1920 to i 9 44. B.I~S. Cost of Living Index (see Ap 

**Co| X 3: 1850 to 1900, Simon Kuznets’ estimates of na¬ 
tional income as published in "Uses of National Income 
in Peace and War," Occasional Paper No. 6. National Hu 


rcau of Economic Research. New York. March 1942; i 9 «o 
to 1940 and 1944 . Appendix 4- ..... ... .. 

Col. 6: 1850 to 1940 and 1944. col. 5 divided b> col. 4. 

1950 and i960, col. 3 timo col. 7 - ..... , . , 

Col. 7: 1850 to 1940 and 1944. col. 6 divided by col. 3. 

1950 and i960 estimated on basis of 18.2 pet cent in- 
crease in output per man-hour from 1940 to 195 ° and 
from 1950 to i960; this was average increase per decade 
for 1850-1940. 

a. Rounded to nearest billion. 


in 1850 to 74 cents in 1940. Thus, the productiv¬ 
ity of labor more than quadrupled during the 
90-ycar period. The change from one decade to 
the next, however, varied from 3.3 per cent for 
1870-1880 to almost 42 per cent for the decade 
ending in 1940. 

The methods of arriving at these results arc 
necessarily crude, and the final estimates or 
individual years arc subject to considerable 
likelihood of error. However, the average rate 
of increase over the entire period — 18.2 per 
cent per decade, or about 1.7 per cent per year 
compounded-may be accepted with more 

assurance than the result for any sing e < cc- 
ade.“ In projecting this rate into the future, it 


must be remembered that all it represents is an 
average rate of increase. In the past, actual 
rates for individual decades have varied widely 
from the average, and there is good reason to 
believe that the same thing will he true in 
the future* 


See Table 3. The median incieate for the 9 ,lcC ‘ 
s wa* 15.6 per cent; eliminating the higlicU <4M■ l*J 
It and the lowcit (3-4 per cent) item* the average of 

liw jfi,l mo lowest items. <hc .venfe <>“ 5 
"-o,M w». n. 
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2. Output in 1950 and i960 

The national income that would be pro¬ 
duced at a high level of activity in 1950 and 
i960, on the basis of the assumptions stated 
above, can now be determined by simple arith¬ 
metic. If net output (i.e., national income) per 
man-hour increases at the average rate of 1.7 
per cent per year, it will rise by about 13.5 cents 
from 1940 to 1950, that is from 74 cents to 87.5 
cents (at 1940 prices). A further rise of 15.9 
cents would yield an average output of 103.4 
cents per man-hour in i960. 

a. NATIONAL INCOME AND CROSS PRODUCT 

With a labor force of 60 million in 1950, of 
whom 57 million are employed for an average 
work-week of 40.8 hours, total "labor effort" 
would amount to 2.53 billion man-hours per 
week and to 120.9 billion for a 52-week year. 
At the rate of 87.5 cents per man-hour, na¬ 
tional income at 1940 prices would amount to 
approximately $106 billion. In 1944 prices it 
would amount to about $140 billion. On the 
basis of its relationship to national income in 
recent years, gross national product for 1950 
would total about $134 billion at the 1940 price 
level and $177 billion in 1944 prices. It is inter¬ 
esting that this latter figure is close to the 
rough estimate of S175 billion in Chapter 1, 
which was derived largely on the basis of the 
>944 national product. 

listimates for i960 would be derived in the 
same way. With 60.2 million employed out of 
a labor force of 63.4 million and working an 
average of 37.7 hours per week, total labor cf- 

comc .it 1940 prices. (Sc Appendix 3 and Table 3.) With 
employment in 19*5 •>' million (19^0 employment plus 

ball of the 1920-1930 incicasc in the labor force) and the 
a'crayc work week 49 5 >>..urs (1920 average hours minus 
half of the 1920-19*0 decline), total man-hours for the 
year would he about 11C billion. This would 
mean a net output per man-hour (in terms of the national 
m c«»r- S58.9 billion in 1940 prices) of about 50.7? in 

i 9 -' 5 . u- 8 per cent above 1920 productivity. (See Ap¬ 
pendix ... Table II.) The gain in productivity for the en¬ 
tire decade was only a 1.3 per cent. 

If. as suggested in Chapter 1. physical output per man¬ 
hour may not have increased at all during World War II. 
our assumed increase in productivity of 18.a per cent for 
the entire 19.IC-1950 decade would mean an 18.2 per cent 
increase in 1915-» 95 «>. or a rate comparable to that oc¬ 
curring Isctwccn 1920 and 1925. 


fort during the year would amount to about 
118 billion man-hours. At an average output 
of about $1.03 per man-hour, national income 
would amount to approximately $122 billion 
at the 1940 price level and to $161 billion in 
1944 prices. Gross national product would 
amount to $153 billion in 1940 prices and to 
S202 billion in 1944 prices. (See Table x8.) 

b. TRENDS SINCE 1850 

The results of these procedures show the 
trend of net output as measured by estimated 
national income in 1940 prices over the period 
from 1850 to 1940, with projections to 1950 and 
i960, together with the “ingredients” of the 
national income. These ingredients of na¬ 
tional income, or the factors which account 
for its size, are employment, hours of work, 
total man-hours and output per man-hour. 
(See Table 3 and Figure 2.) 

The first decade of the century appears to 
mark an interesting turning point in the 
growth of some of these factors. Employment 
grew more slowly after 19x0 and average hours 
of work declined more rapidly after 1900. 
This resulted in the establishment of a pla¬ 
teau in total man-hours at around the 1910 
level. In 1940 we actually worked fewer total 
man-hours than with a much smaller labor 
force in 19x0, but output per man-hour con¬ 
tinued to grow fast enough to permit a con¬ 
tinued rise in national income, although at a 
slightly slower pace than before 1910. 

In other words, we have foregone a part of 
the potential increase in total output that stead¬ 
ily increasing productivity has made possible 
in order to enjoy a shorter work-day. This 
situation can be expressed more concretely by 
making a rough comparison of 1910 output 
with potential 1940 output. The 1910 labor 
force was almost fully employed — 36.8 mil¬ 
lion persons worked an average of 57.5 hours 
per week. With a total labor effort of no bil¬ 
lion man-hours and a national income of $44 
billion (in 1940 prices), output per man-hour 
was only 40 cents in 1910. 

By 1940. output per man-hour had risen to 74 
cents. If the 1940 labor force, working 43 hours 


24 



PAST TRENDS AND FUTURE OUTPUT 



per week, had been as fully employed as the 
1910 labor force, ii would have produced a na¬ 
tional income of about $-S8 billion.* 0 This is 
about double the 1910 national income, but 
substantially less than would have been pro¬ 
duced by working longer hours. With pro 

10. Actual national income in i<M° *»* ” nl > 
lion because of heavy unemployment in that year. - " 
Table 3 and Appendix 3 for .lata underlying this compu¬ 
tation. 


ductivity at the «<MO level, and the 1910 work- 
week of 57.5 hours, the io+> national income 
would have been $nS billion. Thcrelore, out 
of a potential increase of about $74 billion in 
national income between i«>io and 1^0. about 
$44 billion, or 60 per cent, would be repre¬ 
sented by additional g«*xls and services and 

alx>ut S30 billion, or r l* r ccnl *. b >' shorlcr 
working hours and more leisure time. 
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This docs not mean, however, that we could 
have exercised complete free choice between 
longer hours with larger output and shorter 
hours with smaller output. Shorter hours are 
the cause, as well as the result, of increased 
labor productivity. Experience during the war 
showed that the tempo of work in today’s in¬ 
dustry would probably not permit anything 
like a 57-hour week. Hence, in order to benefit 
from the increased output per man-hour we 
had to accept part of the gains in the form of 
shorter working hours and more leisure time. 
There is every reason to expect that, with fur¬ 
ther advances in productivity, this trend 
toward more leisure as well as more goods 
will continue. 

3. Comparison With Other Estimates of 
Gross National Product 

Estimating what the postwar economy will 
be able to produce under conditions of full 
employment has become one of the most popu¬ 
lar of intellectual exercises. This new pastime, 
originally restricted to economists and statis¬ 
ticians, has now been taken up by politicians, 
labor leaders and businessmen. It has pro¬ 
duced a flood of widely varied estimates of fu¬ 
ture gross national product and a growing lit¬ 
erature devoted to explaining, defending and 
criticizing such estimates. The estimates pre¬ 
pared for this survey were not intended as 
entries in this contest to achieve salvation 
through arithmetic. Hut it may be worth while 
to point out some of the reasons for differ¬ 
ences between these estimates and others. 

None of the recent estimates — including 
the one in this survey — attempts to predict 
the national product that will actually be pro¬ 
duced in any particular year. Rather they pre¬ 
dict the amount that would be produced un¬ 
der certain stated conditions as to the size of 
the labor force and as to employment, working 
hours and labor productivity. Differences in 
assumptions as to what constitutes “full em¬ 
ployment," partly account for variations 
among the estimates. Other variations arise 
from the fact that estimates arc presented for 
different years and different price levels. Fi¬ 


nally, and most important, after necessary ad¬ 
justments are made to eliminate the effect of 
these factors, estimates will still differ in ac¬ 
cordance with different assumptions as to fu¬ 
ture increases in productivity. 

The combined effect of all these factors ac¬ 
counts for an extreme range of almost $100 
billion between the lowest and the highest of 
recently issued projections of gross national 
product for 1950. Careful analyses of the prin¬ 
cipal estimates and of the reasons for differ¬ 
ences among them have been presented in two 
recent informative articles. 11 Converting these 
various estimates to die same price level, and 
to the year 1950, reduces the difference among 
them, and helps to explain the variations be¬ 
tween other estimates and the one on which 
this survey is based. A comparison of these es¬ 
timates is shown in Table 4. 

a. variations amonc estimates 

The extreme range among the 11 estimates 
in terms of 1950 gross national product valued 
at the 1943 price level amounts to $50 billion, 
with Rufus Tucker’s $157 billion the lowest 
and the National Planning Association’s $207 
billion the highest. The estimate of $173 bil¬ 
lion (in terms of 1943 prices; $177 billion in 
1944 prices) used in this survey is about 5 per 
cent less than halfway between these two ex¬ 
tremes and over 7 per cent below the average 
of the remaining estimates. 

Differences among these projections arc ob¬ 
viously due in part to varying judgments as to 
the size of the postwar labor force, although 
most assumptions about this factor fall within 
a narrow range. More important differences of 
opinion exist as to the probable volume of un¬ 
employment and, hence, about the average 
number of persons actually at work under ca¬ 
pacity operations. Estimates of unemployment 
range from 1.5 million to 4 million, and of the 
average number employed, from 55.3 million 
to 61.3 million. On the average, these 11 csti- 

11. Edwin 13 . George. "Gross National Product Projec¬ 
tions for Full Employment.** Dun's Review. May 1945. 
Also. Everett E. Hagen, "Postwar Output in the United 
States at Full Employment," Review of Economic Statis¬ 
tics, May 1945. 


26 



PAST TRENDS AND FUTURE OUTPUT 


Table 4 

Estimates of Gross National Product in 1950* 


(Gross National Product in 1943 Prices ) 


National Planning Associa¬ 
tion 

Mosak, Jacob L. 

Hagen, E. E., and Kirk- 

£ atrick, N. B. 
ason, Arno 
Livingston, S. Morris 
Slichter, Sumner H. 
Fortune Magazine 
Woytinsky, W. S. 

Prince, David 
Mayer, Joseph 
Tucker, Rufus S. 


Annual 

Percentage 


Labor 

Force 

Unem¬ 
ployed E 

Total 
m ployed 

Hours 

Per M eek 

Increase 
in Output 
Per Worker 

Cross 

Haiional 

Product 


(In Millions) 



(Per Cent) 

(In billionst 

61.5 

*•5 

60.0 

4 0 b 

2.6 

$207 

62.8 

*•5 

61.3 

as in 1939 

2.1 

200 

60.8 

2.0 

00 
1 r 

4° c 

2.4 

,98 

62.O 

3.0 

59.O 

"Normal” 

2-3 

197 

60.4 

24 

58.O 

as in 1939 

2-3 

*94 

d 

it 

57.O 

7-5 Vo below 1944 

2.1 

187 

60.4 

4-°* 

56-4 

"Prewar" 

2-3 

187 

59.0 

2-5 

56.5 

1% below 1940 

2.0 

183* 

60.5 

2-5 

58.0 

d 

i -3 

*75 

60.8 

3.0 

57.8 

40 

.2 to I.0 C 

156-170 

58-3 

3-o 

55-3 

below 1941 

•7 b 

*57 


Source: Edwin B. George, "Grow National Product Pro¬ 
jection* tor Full Employment," Duns Renew. May 
*945- 

a. At full employment in term* of 1945 P r *ce level. 

b. Scheduled hour*; pre*umably actual average hour* 
would be jomewhat le*s. 

c. For part of the induitric* covered. 

d. Not given. 

e. Not neceuarily "full employment." Thi* high on- 
mate due to belief that geographic readju*tment* from war 


migration would not be completed by 195<*; 

f. E*timatcd by author a* ranee from S182 billion to 

$190 billion in 1944 price*. Thi* figure i* the middle point 
adiu*ted to 1943 pnee*. .... ,. , . 

g. Derived from the original otimatc. which was for 
1947. 

h. Originally ettimated by author in term* of net income 
at i.a6 per cent per year. Thi* ha* been adiuited in term* 
of incrca*c in GNP. 


mates assume that “full employment" in 1950 
would mean approximately 58 million at work 
out of a labor force of about 60.5 million, com¬ 
pared with 57 million out of 60 million used in 
the present survey. 

Expectations as to the length of the work¬ 
week arc vaguely stated in most instances. 
They appear to range from less than 40 hours 
a week, as in the N.P.A. assumption of a 
"scheduled” week of 40 hours, to more than 43 
hours a week, based on Slichtcr's assumption 
of 7.5 per cent less than the 1944 work-week, 
which was 46.7 hours. It will be remembered 
that the present survey assumes a standard 
work-week of 42.5 hours and actual working 
time of 40.8 hours. 

These variations of opinion as to the size of 


the labor force and employment and working 
hours are important in explaining differences 
in the various estimates of gross product in 
1950, although to some extent they tend to off¬ 
set each other. Taken together, however, they 
arc far less important than the different judg¬ 
ments concerning the probable increase in la¬ 
bor productivity during the decade. These es¬ 
timates of the increase in output per worker, 
which range from less than one per cent per 
year to 2.6 per cent (as compared with a rate of 
1.7 per cent in output per man-hour used in 
this survey), go far toward explaining the wide 
range in estimated gross national product. 
Thus, the highest estimates of gross product 
are based on the most optimistic opinions as 
to the increase in productivity, and the lowest 
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estimates anticipate the smallest gains. 

Wide as the $50 billion range between the 
highest and lowest estimates of gross product 
is, the maximum would be even greater and 
the minimum smaller if the computations 
were based on a combination of the most op¬ 
timistic and of the least optimistic assumptions 
as to each of the separate factors which, taken 
together, determine the size of the gross na¬ 
tional product. A labor force of 58.3 million 
with 4 million out of work would mean only 
54.3 million employed. This is 7 million less 
than the maximum estimate of 61.3 million 
obtained on the assumption of a labor force of 
62.8 million with 1.5 million out of work. 

Estimates of working time vary from less 
than 40 hours a week to more than 43 hours. 
Thus, the total "labor effort," as measured by 
aggregate man-hours would be some 20 per 
cent greater under a combination of the maxi¬ 
mum assumptions about employment and 
working time than under the minimum as¬ 
sumptions. When the effect of the wide dif¬ 
ferences in the productivity estimates is also 
taken into account, it would be possible to ar¬ 
rive at a maximum figure for 1950 gross na¬ 
tional product about half again as high as the 
minimum. The $185 billion result obtained by 
using averages of all the separate assumptions 
(including those presented in this survey) falls 
about halfway between the two extremes. 

b. REASONS FOR VARIATIONS 

The fact that such widely varied estimates 
of gross national product can be arrived at on 
the basis of different assumptions docs not 
mean that they should all be dismissed as fu¬ 
tile exercises in arithmetic. On the contrary, 
the estimates arc probably all valid within the 
limits of their assumptions; it is the assump¬ 
tions that should be questioned rather than 
the estimates themselves. 

A difference of only 1.5 million in the as¬ 
sumption as to the size of the labor force, or 
the amount of unemployment, would account 
for about $5 billion in the gross national prod¬ 
uct. A difference of as little as two hours in 


the assumed length of the work-week would 
account for an additional $10 billion, and the 
difference between a productivity increase of 
30 per cent in the decade and one of 20 per cent 
would mean another $15 billion. Given the as¬ 
sumptions, the estimation of future gross na¬ 
tional product is a matter of arithmetic. 

In spite of the wide disparity in the separate 
assumptions, however, the majority of the re¬ 
sults obtained fall within a narrow range. 
Eliminating the two highest and two lowest 
estimates in Table 4, the remaining estimates 
range from 7 per cent above to about 6 per cent 
below the average of $185 billion. Even this 
small difference is due in part to a difference in 
what the estimates purport to measure. The 
highest totals represent a sort of "par" for the 
economy, which it has rarely achieved under 
peacetime conditions, except at the peak of a 
boom. The lower estimates, on the other hand, 
appear to contemplate a “probable score” that 
seems reasonably attainable in the light of past 
experience. 

What this survey attempts to measure is 
something in between these two concepts. The 
survey is designed to estimate the volume of 
the various kinds of consumer and capital 
goods that would be required to fill the normal 
demand to be expected at sustained high lev¬ 
els of activity in 1950 and i960; and beyond 
this to measure the additional "needs” for the 
necessities of life to provide a reasonable mini¬ 
mum standard of living for the entire popu¬ 
lation. Over-all estimates of national income 
and gross national product were needed, there¬ 
fore, to provide a framework within which 
contributors to the survey could compute such 
demands and needs. In the light of this pur- 
|h>sc. it appears more reasonable to assume a 
level of employment and economic activity 
comparable to the high plateau actually main¬ 
tained through the late 1920*5 than either a 
theoretical goal of “capacity operation of the 
economy or a level that would be attained by 
merely projecting the long-term trend of the 
past. 

1 he level of employment and volume of 
production flowing from the assumptions of 
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this survey are far beyond prewar levels. An 
average of 57 million persons at work in 1950 
would mean 6 million fewer jobs than at the 
war peak, when unemployment had virtually 
disappeared and several million emergency 
workers had been drawn into the labor mar¬ 
ket. But we would be employing 10 million 


more persons than were actually at work in 
1940. With employment higher by about 22 
per cent than in 1940, a work-week of 40.8 
hours instead of 4^ and output per man-hour 
higher by 18 per cent, the physical volume of 
our gross output of Si77 billion in 1950 would 
exceed that of 1940 by nearly 40 per cent. 



CHAPTER 3 - 


POPULATION TRENDS 


Population trends will play a large pan in 
determining future needs and resources. They 
will determine the structure of the domestic 
market — the number and type of consumers 
and consumer units, their geographic distribu¬ 
tion and social characteristics, all of which arc 
important in measuring basic requirements for 
food, clothing, shelter and services. The same 
trends will influence the size of the labor force, 
the development of our cities, means of trans¬ 
portation and school system. A survey of needs 
and resources in 1050 and i960 must be con¬ 
cerned, therefore, with an analysis of the prob¬ 
able size, distribution and character of popula¬ 
tion of the United States in those years. 1 In 
order to estimate postwar population it is 
necessary to examine the factors that have de¬ 
termined population growth and changes in 
its geographic distribution and other charac¬ 
teristics in the past. 

i* Growth of the Population 

The history of the United States between the 
middle of the nineteenth century and the close 
of the 1920's was marked by a rapidly growing 
population. This resulted from a substantial 
surplus of births over deaths and a heavy in¬ 
flow of immigrants. (See Table 5 and Fig¬ 
ure 3.) 

Our population more than trebled during 
the 60 years from 1S70 to 1950. and almost dou¬ 
bled during the last four decades of that period. 
Increases ranged from 10 to 17 million in each 
decade; immigration contributed from a 
filth to a half of these gains. After the first 


By \\ . S. Woytinnkv, Principal Economic Con 
suit ant, Bureau of Employment Security, Social 
Security Administration. Opinions and estimates 
arc those of the author and not necessarily those 
ol the Social Security Administration. 


world war, immigration fell ofT considerably 
but population growth was well maintained. 

The end of the 1920’$, however, brought a 
marked change in both of these trends. With 
the depression of the 1930’$ came a sharp drop 
in the rate of population growth to about half 
what it was in the preceding decade. The birth 
rate dropped below the point needed to main¬ 
tain the population, while there were actually 
more emigrants than immigrants in the decade 
as a whole. 


a. TRENDS IN BIRTH AND DEATH RATES 2 

After 1915 the number of births per thou¬ 
sand of the population steadily declined, but 
this trend was partially offset by the declining 
mortality rate. Even in the 1930*5, we had a 
visible surplus of births over deaths, so that 
the population continued to increase. This ac¬ 
tual surplus, however, was due to the abnor¬ 
mal age composition of our population and 
concealed the fact that the birth rate had 
dropped to such a point that, if long continued, 
it could not maintain even a stationary popu¬ 
lation. 5 (See Table 6.) 

1. Even under normal conditions long-run population 
protections arc hazardous, and they Income more so when 
normal trends have been distorted by a major war. De¬ 
spite the tentatne nature of some of the promotions in the 
following pages they arc expressed in dclinitc figures, 
rather than by a range between high ami low estimates. 
bcvai.se this presentation seems to be better suited to the 
t>pc of analysis contained in subsequent sections of the 
study. 

2. Birth statistics in the United States arc of compara- 
tively recent origin. Only n stales, with loss than one 
thin! Of the |*o|»uIai.on in the continental United States, 
were imludcd in birth registration areas in 1915. The 
registration area expanded gradually and not until 1933 
were all states covered. The data prior to 1933 arc there¬ 
fore mn strictly comparable with more recent data. 

3. I lie continuous flow of immigration in the preced¬ 
ing decades, t..cellar with changes in the birth rate, had 

,ilc middle acc groups in ihc population to become 
at>normally large. The mortality rate among middle-aged 
people is obviously less than among infants and the aged. 
Likewise, the huih rate for these groups is higher than 
among the younger and older groups. Hence, the abnor- 
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Progressive urbanization and the spread of 
birth control were probably chiefly responsible 
for the gradual fall in the birth rate to 18.9 per 
1,000 by the end of the 1920V The further de¬ 
cline in the birth rate was apparently due to 
the depression — the 1953 rate of 16.6 was prob¬ 
ably lower than what might he considered 
"normal" for that year. The recovery in the 

mally large proportion of middle-aged P«*'‘*n* ,n 0,, J 
population during the lyjo’s rcjultcd in an 
"crude” birth rate» over “crude” death ratci. However, 
the birth and death rain adjusted to a population ot 
•Standard” age distribution would have resulted in a re¬ 
clining population. 


late 1930’s brought a slow and uncertain up¬ 
turn in the birth rate, but with the outbreak 
of war the birth rate climbed to the levels of 
the 1920's. 

History shows that wars have a pronounced 
influence on the birth rate. Woild War I 
brought a drop in 1910. reflecting the absence 
of our troops abroad during the previous year, 
and an upswing in 1920 and 1921. Similar 
movements in the birth rate occurred in other 
countries; and it may be regarded as charac¬ 
teristic that the number of marriages and 
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Table 5 

Growth op Population of the United States, 1850-1940 


Census 

Year 

Population 
as Reported 
by Census 

Increase 
Over Preced¬ 
ing Census 

Immigra¬ 
tion in 
Preceding 
Decade • 

Immigration 
as Per Cent 
of Popidation 
Increase 

Number of Immi¬ 
grants Arriving 
After 1840 and 
Their Descendants b 

1850 

2 3 .2 

(In Millions) 
6.1 

l -7 

27.9 

(In Millions ) 

x *9 

i860 

3 M 

8-3 

2.6 

3*-3 

4-9 

1870 

39 - 8 ° 

8.4 

2.3 

27-4 

7-8 

1880 

50.2 

10.3 

2.8 

27.2 

12.2 

1890 

62.9 

12.8 

5-2 

40.6 

20.0 

1900 

76.0 

13.0 

3-7 

28.5 

28.0 

1916 

92.0 

16.0 

8.8 

55-o 

41.0 

1920 

105.7 

* 3-7 

3-7 

27.0 

53 ° 

1930 

122.8 

17.1 

3-2 

*8.7 

64.0 

1940 


8.9 

-0.04 

- 0-4 

67.0 


Source: Statistical Abstract of the United State/. 1946, pp. 4, 107. 

a. Up lo 1867. passengers arriving; 1868-1903, immigrants arriving; 1904-1906, aliens admitted; 
1907-1910, immigrant aliens admitted; since 1910, net immigration. Only net immigration shows the 
actual contribution of immigration to population increase; unfortunately no statistics of net immigration 
are available for the period before 1910. 

b. Rough estimates. 

c. Revised figure. 

d. Without correction for underenumeration (cf. Tables 9 and 10). 

Note; Slight discrepancies between the first and second columns are due to rounding. 


births tends to increase in the period when war 
is expected and in its early phase, to drop in its 
more advanced phase, and to rise sharply soon 
after the end of the war. 

Recent changes in the birth rate during and 
immediately after the war follow somewhat 
the same pattern. Over the long run, how¬ 
ever, the critical factor determining the trend 
of births will be the attitude of the American 
family toward rearing children. If the nation 
returns to mass unemployment as in the 
< 9 *°’ s > the birth rate may fall below the de¬ 
pression levels. Rut it may remain at a com¬ 
paratively high level if we succeed in ensuring 
a satisfactory level of employment, living 
standards and security. 

b. trends in tiie marriace rate 

The fact that the birth rate tends to follow 
the marriage rate of the preceding year and 
that the latter is more directly affected by wars 


and depressions is clear from a comparison of 
the first two columns of Table 6. During 
World War I and immediately thereafter, the 
rate of marriages dropped sharply in 1918, sky¬ 
rocketed in 1920 and declined again to a low 
point in 1922. The birth rate reflected all these 
variations a year later. After dropping sharply 
during the 1921-1922 depression from the post¬ 
war peak, the marriage rate recovered in 1923 
and fluctuated within a narrow range during 
the rest of the decade. The annual number of 
marriages during this period was about 1.2 
million, or around one per cent of the popu¬ 
lation. 

Under the impact of the depression of the 
1930’s, the marriage rate — followed by the 
birth rate — fell sharply, from 89 per thousand 
women aged 17 to 29 to a low of less than 69 in 
1932.1 hereafter, the marriage rate soon recov¬ 
ered to the levels of the 1920*5, but the birth 
rate remained close to the depression low 


3 = 






POPULATION TRENDS 


point. The aggregate deficit in marriages be¬ 
tween 1930 and 1933, based on comparison 
with the 1929 rate, has been estimated at ap- 


Table 6 


Marriage, Birth and Death Rates in the 
United States, 1910-1943 


Year 

Marriage!* 
Number Per 
1.000 Women 
Aged 17-20 

Births b 
Number Per 
I.000 of 
Population 

Death j«* 
Number Per 
1.000 ol 
Population 

1910 

84.8 

c 

*47 

19U 

84.7 

e 

*3.9 

1912 

88.2 

c 

13 a 

1913 

88.9 

c 

13.8 

* 9*4 

88.5 

c 

* 3-3 

1915 

86.2 

25.O 

,3 o 

1916 

9*-3 

24.9 

13.8 

1917 

96.3 

24.5 

14.0 

1918 

83.4 

24.7 

18.1 

* 9*9 

95.2 

22.4 

12.9 

1920 

104.2 

23.7 

*3.0 

1921 

93.8 

24.2 

*i -5 

1922 

90.1 

22.3 

*1.7 

1923 

96.3 

22.1 

12.1 

1924 

9*-5 

22.2 

11.0 

1925 

90.5 

2>-3 

**7 

1926 

90.4 

20.5 

12.1 

1927 

89.0 

20.5 

1 *.3 

1928 

86.5 

>97 

12.0 

1929 

89.0 

18.8 

* i -9 

1930 

80.4 

18.9 

**-3 

1931 

75.0 

|8.0 

11.1 

> 93 * 

>933 

68.8 

76.2 


10.9 

10.7 

'934 

89.6 

* 7.2 

11.1 

*935 

90.5 

16.9 

10.9 

1936 

92.5 

16.7 

11.6 

•937 

96.4 

17.1 

11.3 

1938 

87.6 

17.6 

10.6 

>939 

90.6 

■ 7-3 

10.6 

1940 

102.2 

17.9 

10.8 

1941 

108.7 

18.9 

10.5 

*942 

c 

21.0 

10.4 

•943 

e 

21.5 

10.9 


a. Warren S. Thornj.v,n an.1 1 *. K. \VIkI|*h. H>n- 

njlei ol Puttier Population of the United State!. I'W 
*joo. National Rrwuicn Manning I* P- l ‘>- 

b. Bureau of tlic Grnstn. U|» to «•>$» 

(for R'k'iitration State* only). 

C. Not available. 


proximately Soo.ooo.* This may help to ac¬ 
count for the slow advance in the number of 
births after the business upturn in the last half 
of the 1930 decade. 

Under the impact of World War II, the 
number of marriages began to rise long before 
Pearl Harbor. In 1940 it was about 200,000 
higher than might be expected in accordance 
with the 1929 rates. In 1941 the excess of actual 
over the expected number of marriages was 
300,000/ The number of marriages in 1942 and 
1943 was estimated by the Metropolitan Life 
Insurance Company at i,Soo,ooo and 1.725,000 
respectively,* or approximately 410,000 and 
325,000 more than the number theoretically ex¬ 
pected, at the 1929 rate. By the end of 1943, the 
aggregate surplus of war marriages (1940- 
1943) was far above 1.2 million, or about one 
and a half times the aggregate deficit through 
the early phase of the depression. 

In spite of the decline in the number of mar¬ 
riages in 1944. the cumulative surplus through 
the five-year |>eriod from 1940 through 1944 
was close to 1.5 million. Moreover, the "mar¬ 
riage boom" continued after the end of the 
war. Thus, the number of recently married 
couples in 1950 will be appreciably larger than 
in 1930 or 1940. In fact it will be larger than at 
any time in the history of the United States. 
This development will probably alTcct not 
only the number of biribs in the years imme¬ 
diately after the end of the war. but also the 
reproduction rate in the nation over the i<) 5 ‘> 
decade. 

C. TRENIiS IN REPRODUCTION RATE 

The net reproduction rate (which, by meas¬ 
uring the net balance of births ami deaths at 
different age levels, shows the expected in¬ 
crease or decrease of the jM.pul.n ion over a 
generation) declined steeply dining the three 
deiades before the war. Following are the net 
reproduction rates computed by the Census lor 

A . War.cn S. I l...m|-..n J...I I*. K. WluV*. Estimates 
ol Future Population ol the United States. I<,40-Joan. N.i- 
. 1*.ini Revalues llanniiij* B-ii-l. ly-jj. 1*. » 9 * 

5. I/'id. 

6. Stan Una! Unite nm. Deennlier 194 J. 
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Table 7 


Net Reproduction Rates op Urban and Rural White Population in the 
United States, 1905-1910 and I 935 - i 94 ° 


Region 

Urban 

Rural 

Nonlarm 

Farm 

Urban 

Rural 

Nonlarm 

Farm 

' 

1905-1910 



* 935-’940 


Northeastern States 

, »°33 

M 26 

*.439 

7*5 

*»°35 

M06 

North Central States 

963 

*» 45 * 

*,834 

753 

1,146 

M 5 2 

South 

764 

*. 59 * 

2 »*99 

712 

1,211 

1,012 

West 

807 

*.459 

1,848 

726 

*.*74 

*.559 


Source: Bureau of the Census, Special Reports, November ««, «943 (Series P- 43 . No. 5). 


Note: See footnote 7. 


1935-194°, compared with 1930-1935 ancJ * 9 ° 5 “ 
i9io. T 

1905- * 9 JO- * 935 - 
1910 1935 *940 

Total population 1,336 984 978 

Urban population 937 747 7 a6 

Rural nonfarm population 1,499 *»* 5 ° *»* 5 ° 

Farm population 2,022 1,632 1,661 

The same trend occurred in all geographic 
regions, as shown in Table 7. However, the 
recent upswing in marriage and birth rates 
suggests that the birth figures for 1935-194°. 
which underlie the reproduction rate of this 
period, were influenced to some extent by the 
depression and do not reflect the long-range 
trend. In fact, given the present age distribu¬ 
tion and mortality rates, the population ought 
to reproduce itself with an average birth rate 
of about 18 per 1,000. The natality rates in 
1941-1944 were appreciably above this mark 
and correspond to a net reproduction rate of 
1,200 or more. 

d. trends in immigration 

Fluctuations in the flow of immigrants into 
the United States depend partly on economic 

7. A net reproduction ra»c of 1.000 means that each 
generation would just replace itself, under the given rates 
of mortality and natality. A rate above 1.000 implies a 
potentially gaining population, ami a rate below 1.000 a 
potentially declining population. Bureau of the C« n>u». 
Special R-.ports. November 11, 1943 (Series P-43. No. 5). 


conditions in this country and abroad, but 
chiefly on our immigration policy. Immigra¬ 
tion was generally unrestricted up to World 
War I, reflecting the accepted policy of pro¬ 
viding our expanding industries with a grow¬ 
ing labor force by promoting immigration 
from the Old World. The all-time peak of im¬ 
migration came in the decade immediately be¬ 
fore World War 1 , when the number of immi¬ 
grants, mainly from Austro-Hungary, Russia 
and Italy, averaged almost a million annually. 

After the war, the United States adopted a 
policy of rigorous control over the volume of 
immigration, its composition by nationality, 
and the occupational and economic status of 
immigrants. In 1921 Congress limited the 
number of immigrants to 360,000 per year. 
This total was allocated among emigration 
countries in proportion to the distribution by 
national origin of the foreign-born population 
of the United States in 1910. The basis of allo¬ 
cation was changed and the permitted total 
reduced to 165,000 in 1924, and in 1929 the gen¬ 
eral ceiling was set at 150,000 immigrants per 
year, where it remains at present. 8 

During the depression, immigration fell far 

8. The Act of May 26, 19-4 used the distribution of 
the foreign-bom population in the United States in 1890 
as the pattern for allocation of quotas for single emigra¬ 
tion countries. After July 1929. quotas were distributed ac¬ 
cording to the "national origin plan" on the basis of the 
distribution of the total population in the United States in 
1920, by origin. 
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Table 8 

Immigration and Emigration and Admissions and Departures 
of Other Persons • 1931-1944 


(In Thousands) 


Year 

Ad m it non t 



Departures 


Excess of Ad¬ 
missions Over 
Departure ! b 

Total 

Immi¬ 

grant! 

Others 

Total 

Emi¬ 

grants 

Others 

I 93 1 

281 

97 

*84 

29 * 

62 

229 

-IO 

1932 

*75 

3 6 

*39 

287 

*03 

*84 

-**3 

1933 

* 5 * 

23 

128 

244 

80 

164 

-93 

*934 

*63 

29 

*34 

*77 

40 

*37 

-*3 

*935 

180 

35 

*45 

189 

39 

150 

-9 

1936 

* 9 * 

3 6 

*55 

*93 

36 

*57 

_ O 

-2 

*937 

232 

50 

182 

225 

27 

198 

7 

1938 

253 

68 

185 

222 

25 

*97 


IQ 2 Q 

268 

83 

*85 

202 

27 

*75 

67 

1940 

209 

7 * 

*38 

166 

21 

*45 

43 

1941 

*52 

52 

100 

88 

*7 

7 * 

63 

1942 

in 

29 

82 

75 

7 

67 


*943 

*944 

*05 

*42 

24 

29 

81 

1*4 

59 

84 

5 

6 

54 

79 

46 

58 


Source: Statistical Abttract ol the United Stater. 1941. P- l2i - 

a. Citizens and aliens other than immigrants and emigrants. 

b. Discrepancies in subtractions are due to rounding. 


below this theoretical ceiling. Some foreign 
countries, such as Great Britain, did not send 
to the United States as many emigrants as we 
were willing to accept. Quotas from other 
countries were not filled because applicants for 
visas could not meet requirements of economic 
status and the like. The flow of immigrants 
was also partially offset — and in the early de¬ 
pression years, more than offset— by the de¬ 
parture of foreigners, as shown in 'I able 8. 

The inflow of immigrants will probably not 
approach the 150,000 maximum now that the 
war is over. The policy of this country will 
probably be against mass immigration from 
Asia, East Europe and the defeated Axis coun¬ 
tries, the very regions that would be most 
likely to send a large number of emigrants 
abroad. On the other hand, emigration from 
Great Britain is likely to flow to the British 
dominions rather than to the United States. 
The United States will probably remain the 


Promised Land for emigrants from countries 
of northwestern Europe, but this flow of im¬ 
migrants may be partly offset by the increas¬ 
ing demand for American workers in overseas 
possessions of the United States. On the whole, 
it seems unlikely that immigration will be an 
important factor in our population growth 
during the next decade. 

2. Estimates of Future Population 

Estimates of future population in the United 
States have been developed by Thompson and 
Whelpton* Their estimates arc based on vary¬ 
ing assumptions as to birth and death rates and 
international migration, with no allowance for 
military losses. A choice is offered among nine 

9. Thompson and \Vhcl|*nn. op. at. Tl.< m cMiin.lcs are 
based on 1 he 1940 Census ami vital statistics up to the end 
of 1941. They take into account the upturn in marriage 
and birth rates under the impact ol the recovery anti de¬ 
fense programs, but do not pretend to evaluate the direct 
influence of the war. 
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patterns of development. The four extreme 
projections — for high and low fertility and 
mortality — suggest that the main source of 
uncertainty is in future fertility of the popula¬ 
tion rather than in future mortality. 10 

Under the least favorable conditions for 
growth, the 1950 population would be only 2 
million smaller than under the most favorable, 
but the maximum difference for i960 would 
be 8.8 million. Variations in fertility assump¬ 
tions account for 1.5 million, and in mortality 
assumptions for only 500,000, of the difference 
between the highest and lowest estimates for 
1950. For i960, fertility assumptions account 
for 6.7 million, and mortality assumptions for 
only 2.1 million, of the difference between the 
extreme estimates. The birth rate is clearly the 
great unknown in estimating future popula¬ 
tion. 

Of all the possible combinations of projec¬ 
tions, those assuming medium fertility, me¬ 
dium mortality and no net immigration (with 
a correction for the number of children under- 
enumerated by the 1940 Census) may seem 
most suitable for long-range projections. How¬ 
ever, they do not suit the purpose of the present 
study, which is focused on the 1950-1960 dec¬ 
ade. The number of children in this period 
will be affected by the unusually high birth 
rates in the early 1940*5, and the composition 
of the population will probably be closer to 
the Thompson-Whclpton projections that as¬ 
sume high fertility and medium mortality. 
Their high fertility projections assume, in part, 
an average annual birth rate of approximately 
18 per 1,000 population in 1940-1960, which is 
approximately the same as in 1940, somewhat 
lower than in 1941 and considerably lower 
than from 1942 to 1945. This assumption may 
be optimistic for projections looking as far 
ahead as the year 2000, but it is not too high 

10. The estimates i.f total population for 1950 an»l i960 
in millions for these four combinations of assumptions arc 


as follows: 

<9W /960 

I ligli fertility with low mortality 145.0 156.5 

High fertility with high mortality t- 14.5 154.4 

Low fertility with low mortality 143.4 < 49-7 

Low fertility with high mortality I 43 -” < 47-7 


for the next decade or so, especially if this pe¬ 
riod is an era of prosperity with a high level 
of economic activity and employment. 

The mortality assumption has little bearing 
on the size and distribution of the population 
in 1950, but it is more important for the i960 
figures. The medium mortality assumption 
has been used here simply because it is neither 
unduly optimistic nor pessimistic. 

Projections that make no allowance for the 
influx of immigrants arc preferable for the 
purpose of the present study because substan¬ 
tial net immigration before 1950 and in the 
early part of the following decade is improb¬ 
able. If they turn out to be on the conservative 
side, this bias will tend to offset any upward 
bias that results from the fact that no allow¬ 
ance is made in the estimates for war losses. 

Under the selected assumptions, future pop¬ 
ulation will be 144.7 million in 1950 and 155.1 
million in i960. These compare with 132.5 mil¬ 
lion for 1940 (which is the original Census fig¬ 
ure of 131.7 million corrected for undcrcnu- 
mcration of children). If these assumptions 
prove reasonable, the population will increase 
between 1940 and 1950 by more than 12 mil¬ 
lion, or at a rate of over 9 per cent; and by 
more than 10 million, or over 7 per cent, from 
1950 to i960. This is substantially below the 
average of more than 15 million during the 
first three decades of the century, when net im¬ 
migration largely contributed to population 
growth. However, it compares favorably with 
the increase of less than 9 million, or about 
7 per cent, that occurred between 1930 and 

I 94 °. 

3 . SEX AND ACE DISTRIBUTION OF FUTURE 
POPULATION 

According to the projections of Thompson- 
Whclpton (high fertility and medium mortal¬ 
ity) the sex distribution of future population 


will be 

as follows (in millions) : 



1940 19so 

i960 

Total 

132.5 144.7 

, 55 I 

Male 

66.6 72.2 

77.2 

Female 

65.9 72.5 

77-9 
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Table 9 

Estimated Age Distribution of the Population, 1940-1960 


Age Class 

1940 


1950 


/960 


Total 

O-14 

15-29 

30-44 

45-59 

60-74 

75 and over 

(In Thousands) (Per Cent) 

132,532* 100.0 

33.835 2 5-5 

35,018 26.4 

28,575 21.6 

21,356 16.1 

11,105 8.4 

2,643 20 

(In Thousands) 
144.706 

37.336 

34.244 

31.885 

24.327 

13,526 

3.388 

(Per Cent) 

100.0 

25.8 

23.7 

22.0 

16.8 

9-3 

2-3 

(In Thousands) 
155.108 

38.857 

34 . 3 " 

34.063 

27.522 

16,286 

4.069 

(Per Cent) 

100.0 

25.1 

22.1 

22.0 

177 

10.5 

2.6 

Source: Warren S. Thompson and P. K. Whelpton, 
National Resources Planning Board, 1943 - P- 48. 
a. Corrected for undercnumeration of children. 

Estimates 0f Future Population of the United State/. 

/ 940-2000. 


The proportion of women in the population 
would increase slightly — from 497 per cent 
in 1940 to 50.1 in 1950, and to 50.2 in i960. 
Thus, for the first time in our history we shall 
be faced with a “surplus" of women. Actually, 
the proportion of women will be slightly 
higher than shown, because of war casualties. 

The age composition of the population will 
also undergo significant, though not spectacu¬ 
lar, changes in the postwar years. The propor¬ 
tion of persons over 60 years of age will con¬ 
tinue to increase — from less than 14 million, 
or 10 per cent of the population, in 1940 to 
more than 20 million, or over 13 per cent of the 
total, in i960. Because of the declining birth 
rate through the late 1920's into the 1930’*. 
there will be a declining proportion in the 15- 
to 29-year age classes; but, with a higher birth 
rate after 1940, the proportion of children un¬ 
der 14 years of age will hold fairly steady. Like¬ 
wise, those in early middle age (from 30 to 44) 
will remain stable at about 22 per cent of the 
total; but the proportion of 45- to 59-ycar-olds 
will increase moderately. (Sec Table 9.) 

b. TRENDS IN FAMILIES AND CONSUMER UNITS 

Examination of past trends in light of re¬ 
cent developments in marriage and birth rates 
*upports the conclusion that the average fam¬ 


ily size will decline further, while the number 
of families and consumer units will increase 
more rapidly than the population as a whole. 

Family Size 

Although the Census provides no strictly 
comparable data on family size over the past 
half century," an idea of the long-term trend 
can be gained by comparing the growth of 
population with the increase in the number of 
families. (See Table 10.) 

The number of families increased by 175 
per cent between 1K90 and 1940, wbdc the 
population as a whole gained only no per 
cent. Although these figures and the ratio of 
Imputation to families arc not entirely com¬ 
parable from decade to decade, the changes 
arc so large as to reflect a definite trend toward 
smaller families. 

More precise data on family si/e for 1950 
and 1940 (shown in Table 11) support the 
evidence of this general trend. Families with 
not more than three mcmlmrs increased from 
52 per cent of the total number in 1930 to 
nearly 58 per cent in 191'*. While the propor- 

11. Classification of families by suer %vas made in i 8 <jo, 
,000. , 9J o ami 1940. but not on the Mine basis tabula¬ 
tions for 18 *#«» ami I 9 **- n*Iu«l« •'"■R 01 ' 0,l ‘ cr un,e * 
laud menders of Iniusclndds. svl.ilc tabulations for 193 ° 
and 1940 refer only 10 related family members. 
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tion'of four-person families held steady, fami¬ 
lies with five or more persons fell from 31 per 
cent of the total in 1930 to 25 per cent in 1940. 
As for the largest families, there was not only 
a great decline in the proportion, but also a 
substantial fall in the actual number. 

The average family size (excluding board¬ 
ers, servants, guests, etc., and institutional pop¬ 
ulation) dropped from 3.82 persons in 1930 to 
3.52 in 1940. The recent improvement in birth 
rates will naturally slow down this trend 
somewhat, but it is an open question whether 
it will bring it to a standstill. 

Consumer Units 

The probable distribution of consumer 
units 15 in 1950 and i960 was estimated by the 
Bureau of the Census, on the assumption that 
the proportion of heads of families in each age 
and sex group of the population will change 
from 1940 to 1950 and from 1950 to i960 in the 
same way as it changed in the 1930-1940 dec¬ 
ade. 1 * The future population of the United 
States was estimated, in this computation, in 
accordance with the projections of Thompson 
and Whclpton, using their assumptions of me¬ 
dium fertility, medium mortality, and net im¬ 
migration of 50.000 per year in 1940-1949 and 
of 100,000 per year in 1950-1959. The assump¬ 
tion regarding fertility affects the results very 
little, since only a negligible number of persons 
born in 1940 or later would be family heads by 
i960. The assumption regarding net immigra- 

ation aged 20 
years and over, in comparison with the projcc- 

15 . In analyzing the population in terms of consumer 
units, a distinction is usually made between houseiiolds of 
two persons or more and single individuals. The latter 
group comprises (a) one-person families in the census 
classification; (b) lodgers, hoarders, resilient servants and 
other persons who live in private households but are ex¬ 
cluded when families arc classified by size; (c) persons in 
"quasi family groups" such as hotels, hoarding and lodg¬ 
ing houses. Institutional population and men in the armed 
forces stationed in camps and barracks arc excluded from 
this classification. 

1.1- For older age groups it was assumed that the rate of 
change in the specific proportions would be only half as 
large after 1040 as that between 10*0 and 1940. Special 
Reports, Estimated Humber of Families in the United 
Siaiei: 1 >,40 to i'/>o. released September 30, 1943 (Senes 
P-43. No. 2). 


tion tends to increase the popul 


Table io 


Population, Number op Families and Ratio op 
Population to Families, 1890-1940 


Year 

Total 

Population 

Families ® 

Population 
Per Family b 

1890 

(In Thousands ) 

62,948 12,690 

4.9 

1900 

75.995 

15,964 

4.8 

1910 

9 X » 97 2 

20,256 

4-5 

1920 

105,711 

24.352 

4-3 

1930 

122,775 

29,905 

4 - x 

1940 

i 3 2 . 532 e 

34.949 

3.8 


Source: Statistical Abstract of the United States. 1943 . PP- 

2, 46. 

a. Statistics for 1900, 1930 and 1940 represent private 
families (or private households) only; those for 1890. 1910 
and 1920 include the small number in hotels, institutions 
and other quasi households. 

b. Obtained by dividing total population by number of 
families; hence not strictly average size of private families, 
because total population includes an appreciable number 
of persons who are members of quasi households. The 
trend from one census year to another, however, is prac¬ 
tically the same as that for average size of private families. 

c. Corrected for underenumeration of children. 


Table ii 

Distribution of Families by Size, 
1930 and 1940 


Family Size 

Humber of Families 

Percentage 

Distribution 

•9 S<* 

1940 

19 jo 

1940 


(In Thousands) 



All families* 

29,905 

35 .o 89 

100.0 

100.0 

Families compris- 




ing b 





1 person 

2,357 

3.547 

7-9 

IO.I 

2 persons 

6.983 

9,009 

23-4 

25.7 

3 persons 

6,227 

7,701 

20.8 

21.9 

4 persons 

5.235 

6,154 

x 7-5 

x 7-5 

5 persons 

3.574 

3.733 

12.0 

10.6 

6 persons 

2.273 

2,168 

7.6 

6.2 

7 persons 

x »393 

x » 2 35 

4-7 

3-5 

8 persons 

843 

701 

2.8 

2.0 

9 persons or more 1,019 

842 

3-4 

2.4 


Source: Bureau of the Census. Population and Housing. 

Families. General Characteristics, 1940, p. 24. 

a. Discrepancies in additions arc due to rounding. Num¬ 
ber of families in 1940 is based on sample and differs 
slight!v from total in complete census. 

b. Only related persons, excluding lodgers and boarders, 
resident servants, guests, and foster children or wards. 
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Table 12 


Estimated Population and Consumer Units, 1930-1960 
{In Millions) 



•9 3 ° 

1940 

1950 

i960 

Population, Total 

122.8 

132.5 

1447 

155.1 

In institutions, including armed forces 

2.1 

>7 

3-5 

3-4 

Others 

120.7 

130.8 

Mi-2 

151.7 

In hotels, lodging houses, etc. 

0.9 

*•5 

2.0 

i -5 

Lodgers and servants with private families 

5 ° 

5-5 

6.0 

4-5 

Members of family households 

114.8 

123.8 

133.2 

>457 

Consumer Units, Total 

35-8 

4>-9 

47-9 

50.3 

Private families* 

29.9 

34-9 

39-9 

44-3 

Families of 2 or more 

27.5 

3 1 *3 

35-4 

39.0 

One-person households 

24 

3-6 

4-5 

s* 

Lodgers in hotels etc. and with private families 

5-9 

7.0 

8.0 

6.0 


a For io*o and 1940. at recorded by ihe Centut; for 1950 »* estimated by the Census 

under ihe attumpliont ditcutte<l above, adjusted to April itt of the rctpect.ve years, without allow- 


ance for war lottet. 

Note: 1940 population corrected for under*numeration of children. 


lions used in ihe present study. On the other 
hand, the method of projecting into the future 
the variation in the proportion of family heads 
in each age and sex group fails to take into ac¬ 
count the probability of an appreciable increase 
in the number of families resulting from the 
increased number of marriages. 1 he two 
sources of error (if they are sources of error) 
to some extent offset each other. The figures 
obtained in this way by the Bureau of the 
Census arc as good as any other projection. 

According to the Bureau of the Census, the 
number of families in the United States on the 
basis of the assumptions described above, will 
total 39,757,000 on January 1, 1950 and 44 > 2 35 ** 
000 on January 1, i960, without allowance for 
war losses. The figures for April 1 of these re¬ 
spective years, comparable to the Census data 
for April 1, 1940, would approximate *9.9 mil¬ 
lion in 1950 and 44.3 million in I96 o. m 

For an estimate of the probable number of 

14. The correction for wjr low* i* c*»in"ied by die 
Bureau of die Census for 1950 at C.000 families Iom per 
110.000 men killed or disabled, and for !'/“• « 1.200 
families lost per 110,000 war losses. This correction factor 
•urkcsis that our war losses were not heavy enough to have 
more than a slight effect on the number of families in 1950 
“ttd still less on die number in i960. 


consumer units (private families, i.c., individ¬ 
ual households, plus lodgers living in hotels 
and with families) in 195° and l ^ c 
lowing trends must be taken into account. The 
war has increased the civilian institutional 
population. It may be expected that about 2 
million men will be in the, armed forces in 
1950 and i960, compared with less than half a 
million in 1940. Thus, the growth of civilian 
noninstitutional population will fall slightly 
behind the advance in the total population. On 
the other hand, because of the lag in building 
construction, the number of lodgers and per¬ 
sons in hotels and lodging houses in 1950 will 
probably be higher than in 1910. but it is likely 
to diminish ns housing conditions improve 
after 1950. Estimates for 1950 and i960, com¬ 
pared with 1930 and 1940, arc shown in I able 
12. 

3. Geographic Distribution op Population 

The United States has always had a dy¬ 
namic population, characterized over the past 
century by a steady westward movement and 
trend away from farms and rural communi¬ 
ties to the great urban centers. These trends 
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Table 13 


Urban and Rural Population Growth, 1920-1940 



/920 

1930 

> 94 °» 

1920 

>930 

>940 


(In Thousands ) 

(Per Cent ) 


Total population 6 

105,711 

1 * 2,775 

132,500 

100.0 

100.0 

100.0 

Urban 

54 » 3°5 

68,955 

74,800 

5*-3 

56.2 

56.5 

Rural farm 

3 i »359 

30,158 

30,400 

29.7 

24.6 

22.9 

Rural nonfarm 

20,047 

23,662 

27,200 

X9.0 

19.3 

20.6 


a. Corrected for underenumeration of children. 

b. Discrepancies in additions are due to rounding. 


have been accelerated — though to some ex¬ 
tent distorted — by World War II. 

a. URBAN AND RURAL AREAS 

The proportion of our population living in 
rural areas showed a marked decline from dec¬ 
ade to decade between 1890 and 1930. In 1890 
it was about 65 per cent of the population; in 
1900, 60 per cent; in 19x0, 54 per cent; in 1920, 
49 per cent; and in 1930, 44 per cent. The 
negligible change between 1930 and 1940 — 
from 43.8 to 43.5 per cent — marked a distinct 
slowing down in the rate of urbanization. 1 * 

In estimating the trend in distribution of 
population between urban and rural commu¬ 
nities, a distinction must be drawn between the 
farm and nonfarm population in rural areas. 
The size of the farm population is controlled 
by changes in the volume, technique and or¬ 
ganization of agricultural production, while 
the size of the rural nonfarm population de¬ 
pends to a large extent upon the development 
of industrial activities in villages and the de¬ 
gree to which industrial population flows over 
the borderlines of metropolitan areas into ru¬ 
ral areas. 

The rural farm population in the United 
States has declined since 1920, not only in rcla- 
tic? to the total population but also, slightly, in 
abr. dutc size. 1 * The rural non farm population, 

I*,. bureau of ihc Census, Population. Vol. I, 1940, 

p. 18. 

16. The opposite trend in the early part of the 1930's, 
recorded by the 1935 Census, was probably an aftermath 


on the contrary, actually increased during the 
same period — and at a higher rate than the 
urban population. (See Table 13.) 

An outstanding development in the early 
phase of the war was the depopulation of 
farms. According to the Department of Agri¬ 
culture, the farm population decreased from 
30,269,000 in January 1940 to 25,521,000 in 
January 1944. The loss was the net result of 
three movements: induction into the armed 
forces of 1,650,000 men who were living on 
farms; net loss of 4,660,000 persons of both 
sexes and all ages who moved away from 
farms; and an excess of births over deaths in 
farm population amounting to 1,562,000. Even 
if farm men in the armed forces were in¬ 
cluded, the farm population at the end of the 
war would still have been several hundred 
thousand less than the level that would have 
been reached had the depression not inter¬ 
rupted the downward trend that prevailed in 
the i92o’s. 17 

Now that the war is over, even if the move¬ 
ment away from farms is reversed and farm 
men in the armed forces go back to farming, 
it seems unlikely that the farm population will 
return to the 1940 level. The downward trend 
of farm population may be slowed by a large 
foreign and domestic demand for agricultural 

of the depression. Moreover, it might be due — at least 
partly — to differences in the methods of classification and 
enumeration used by the censuses. 

17. "Farm Population Estimates. January 1944." Bu¬ 
reau of Agricultural Economics. Department of Agricul¬ 
ture. released November 1944- 


POPULATION TRENDS 


products, improved financial status of farmers, 
and the shift to farming of industrial workers 
in such states as California, Oregon and Wash¬ 
ington. But these factors will probably not off¬ 
set the effects of wartime migration. Because 
of the abandonment of submarginal farms and 
the decline in the average size of farm families, 
the farm population may fall by a million be¬ 
tween 1940 and 1950. A further decline of a 
million during the subsequent decade also 
seems probable. 

On the other hand, the growth of rural non- 
farm population will probably continue. It will 
be stimulated by such factors as the develop¬ 
ment of suburban residential areas; improved 
transportation facilities (especially in develop¬ 
ment of suburban airlines); the increasing pro¬ 
portion of aged persons retired from gainful 
work and living outside the cities; an increas¬ 
ing interest in outdoor sports, and develop¬ 
ment of rural recreational areas; expansion of 
national parks with all kinds of service enter¬ 
prises clustered around them; and the devel¬ 
opment of rural industries and handicrafts. 

Under the impact of these factors, the rural 
nonfarm population could readily increase 
from 1940 to i960 by about the same amount 
as in the two preceding decades — around 3.5 
million per decade. This would result in the 
following distribution of the population (in 
millions): 


Total population 
Urban 
Rural farm 
Rural nonfarm 


1940 

1950 

!</tO 

i 3 2 -5 

144.7 

* 55 * 

74.8 

84.6 

92.5 

30.4 

29.4 

28.4 

27.2 

30.7 

34.2 


This would mean a decline in the propor¬ 
tion of farm population from 23 per cent of 
the total population in 1940 to 20 per cent in 
* 95 °, and to slightly over 18 per cent in i960. 
The proportion of rural (farm and nonfarm) 
population would decline from 43.5 per cent 
in 1940 to 41.5 per cent in 1950, and to 40.4 per 
cent in i960. However, the distinction between 
urban and rural communities may well be¬ 
come less striking, if the tendency toward the 


Table 14 

Distribution of Consumer Units by Type of 
Community, 1940-1960 
(In Millions) 


Type of Community and 



i960 

of Consumer Unit 

‘940 

1950 

Urban 




Total 

25-4 

30.0 

32.4 

Private families of 2 per¬ 


21.8 

24.8 

sons or more 

18.3 

One-person families 

2-3 

2.9 

3-5 

Lodgers* 

4.8 

5-3 

4.1 

Rural Farm 

8.2 



Total 

7-9 

7.0 

Private families of 2 per¬ 

6.7 

6.1 

5.6 

sons or more 

One-person families 

0.4 

0.5 

0.5 

Lodgers* 

1.1 

*•3 

0.9 

Rural Nonfarm 




Total 

8.3 

10.0 

10.9 

Private families of 2 per¬ 

6.4 

7.6 

8.7 

sons or more 

One-person families 

0.8 

1.0 

1.2 

Lodgers* 

1.1 

1.4 

1.0 


a. L«<lgcr* (inclumng *crv.im» . 

rivate families a* well at in large lodging home*, hotel* 
jr trantient*. boat*, camp*, and the like. 1 hete hg- 
ret do not mcludc armed force* and iiuunitional popu- 
i„ prison,. 


extension of residential suburbs into surround¬ 
ing rural areas continues. 

The probable number of urban, rural non¬ 
farm and farm private families in 1950 and 
i960 may be estimated in accordance with the 
preceding projections as follows (in millions): 


Total • 

Urban 
Rural farm 
Rural nonfnrm 

• See Table 12. 


1940 

1950 

njOo 

34-9 

39-9 

44-3 

20.6 

24.7 

2S.3 

7 -i 

6.6 

6.1 

7-2 

8.6 

9.9 


Assuming a gradual increase in the propor¬ 
tion of one-jxrrson households in all three types 
of communities, the number of consumer units 
in urban and rural areas is likely to shift, with 

an increase over 1940 i" urhnn and rurnl no,, ‘ 
farm consumer units and a decrease m farm 
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Table 15 


Percentage Distribution op Population by Type and Size of 
Community, 1900-1940 


Type and Site 0/ Community 

1900 

/9/0 

/920 

>930 

1940 

Total population 

100.0 

100.0 

(Per Cent ) 

100.0 

100.0 

100.0 

Urban communities 

40.0 

45.8 

5 M 

56.2 

56.5 

1,000,000 or more persons 

8-5 

9.2 

9.6 

12.3 

12.1 

500,000-1,000,000 

2.2 

3-3 

5-9 

4-7 

4-9 

250,000- 500,000 

3-8 

4-3 

4-3 

6.5 

5-9 

100,000- 250,000 

4-3 

5-3 

6.2 

6.1 

5-9 

50,000- 100,000 

3.6 

4-5 

5.0 

5-3 

5.6 

25,000- 50,000 

3-7 

4*4 

4.8 

5-2 

5.6 

10,000- 25,000 

5-7 

6.0 

6.6 

7-4 

7.6 

5,000- 10,000 

4.2 

4.6 

4-7 

4.8 

5 - r 

2,500- 5,000 

4 « 

4.2 

4-3 

3-8 

3-8 

Rural communities 

60.0 

542 

48.6 

43.8 

43-5 


Source: Department of Commerce. Statistical Abstract of the United States. 1939 and « 94 «- 


consumer units, both in 1950 and i960. (See 
Table 14.) 

How the future urban population will be 
distributed among communities of various size 
is not very clear. Growth of the population has 
generally been accompanied by increasing ur¬ 
banization and by progressive concentration in 
large communities. Hut developments in the 
last decade before the war did not follow this 
pattern. The urban trend slowed down mark¬ 
edly, and the population shifted somewhat 
toward middle-sized and small cities — of 5,000 
to 100,000 population. (See Table 15.) 

The largest cities — over 100.000 population 
— increased their share of the country's total 
population from less than 19 per cent in 1900 
to nearly 30 per cent in 19^0, but their propor¬ 
tion dropped to 28.8 per cent in 1940. The mid¬ 
dle-sized cities (from 5.000 to 100,000 popula¬ 
tion), on the other hand, showed a smaller 
relative growth from 1900 to 1950 — from 
about 17 per cent of the total to 22.7 per cent — 
but made a further gain to 2^.9 per cent in 
1940. This change in trend might be accounted 
for by the depression, which was particularly 
severe in large cities and caused migration of 


their population to rural areas. Hut the recent 
expansion of residential and middle-sized com¬ 
munities bordering on larger urban communi¬ 
ties also helps to explain this development. 
With further progress in transportation, this 
tendency is likely to gain momentum and may 
act as a brake on the concentration of the popu¬ 
lation in the largest centers. 

b. i.ong-rance trend in internal migration 

The gradual movement in the past of the 
center of population from east to west resulted 
partly from the continuous flow of immigrants 
into the country, their settlement along the 
coastline and the consequent wave of coloniza¬ 
tion toward the western frontier. 1 * In spite of 
the cessation of immigration from the Eastern 
Hemisphere in the i9;o’s, the general trend of 
interstate migration from the densely popu¬ 
lated East to the thinly populated West con- 

18. The center of the population in the United States 
was 23 miles east of Baltimore in 1790, and has moved 
since then 602 miles westward. The greatest movement 
westward was during the dcc.ide from 1850 to i860 when 
the center advanced 80.6 miles. During the decade from 
1930 to 19-4°. «he center of population shifted 13 miles 
westward and 7.9 miles southward. 
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tinued. 19 To some extent the West remains our 
open frontier, and large-scale migration west¬ 
ward in the future seems fairly probable. Be¬ 
tween 1930 and 1940, interstate migration was 
manifested by uneven population increases in 
different geographic divisions that could not 
be explained by local differences in birth rates: 
population in the New England states in¬ 
creased 3.3 per cent; in the Middle Atlantic 
states 4.9 per cent; in the Pacific states 18.8 per 
cent. 

The economic expansion of the Pacific 
Northwest and the development of naval and 
military bases along the Pacific Coast will 
probably stimulate the internal migration 
westward. Probable increases in the number 
of tourists and progress in transportation also 
point to a growing proportion of the popula¬ 
tion in the Pacific states. 

4. Geographical Shifts During 
World War II 

Extensive migration of the population took 
place as a result of the war. Apart from the 
millions entering the armed forces, many civil¬ 
ian workers changed their state of residence. 
Some of these were defense workers; some 
were encouraged to move by new work oppor¬ 
tunities in civilian goods industries whose 
labor supply had been depleted; and others 
were former retired workers returning to the 
labor market. Because of the absorption of sin¬ 
gle men by the army, the proportion of mar¬ 
ried men in the flow of migrating workers was 
comparatively high. 

From April 1940 to November 1943, the 
civilian population decreased by 4.2 million, or 
about 3.2 per cent, although the excess of births 
over deaths would account for a net growth of 
the total population of 5.3 million.*'" I he loss 

19. The 1940 Census imported 274 inhabitjntt per 
•qua/e mile in ihc Middle Atlantic states. IJ 4 Ncw 
England and 109 in die East North Central states, n con- 
v»*t, there were Go inhabitants per square mile in the Last 
South Central. 27 in the West North Central, jo in the 
West Soutli Central, less than 5 in the Mountain. an«l 3 ° 
in the Pacific states. , 

Jo. Bureau of the Census. Special Repofts. Inter,sate 
Migration and Other Population Changes. fj 4 ° 10 * 94 S- 
released August 28. 1944 (Senes P- 44 . No. * 7 >* 


of the civilian population reflects, of course, 
the fact that men were taken into the armed 
forces at a faster rate than the population in¬ 
creased. 

a. REGIONAL VARIATIONS 

However, the shrinkage of civilian popula¬ 
tion during this three-and-a-half-ycar period 
was far from uniform over the nation as a 
whole. Its change in each state may be ascer¬ 
tained by comparison of the results of regis¬ 
tration for sugar ration books in October-No- 
vember 1943 with the adjusted census data for 
April x, 1940. By allowing for the natural in¬ 
crease of population (i.c., the balance of births 
over deaths) and the net loss to the armed 
forces, the Census has computed figures show¬ 
ing the net balance of interstate civilian migra¬ 
tion for each state and geographic division. In 
12 states—Connecticut, Michigan, Maryland, 
District of Columbia, Virginia, Florida, Ari¬ 
zona, Utah, Nevada, Washington, Oregon and 
California —the civilian population increased 
appreciably from 1940 10 *94 V. » n 7 s,alcs ils 
decrease, accounted for by losses to armed 
forces, was to some extent offset by in-migra¬ 
tion from other states; and in 30 states losses 
of civilian population were larger than the ex¬ 
cess over births of deaths plus losses to the 
armed forces. (Sec Table 16.) 

These changes generally reflect the migra¬ 
tion of population from rural states and from 
some of the older industrial districts to the 
newer war-industry centers. Wide variations 
occurred among individual states. New York, 
for example, lost more than a million of her 
1940 civilian population, while California, 
with roughly half of New York’s population, 
gained a million. Agricultural states had die 
largest percentage losses, but the industrial 
East also had substantial losses. North Dakota 
and Montana lost about 16 |>er cent of their 
population, with South Dakota and Okla¬ 
homa not far behind with a .5 per cent loss. 
At the other extreme, the District of Colum¬ 
bia gained almost 25 per cent, and Nevada 
more than 18 per cent, while Arizona and Cali- 
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Tablb x6 

Interstate Migration op Civilian Population, April x, 1940—November x, 1943 


Surplus of Births 

Estimated Civilian Population , Net Over Deaths Net Gain (+) 

, -- Increase (+) From April 1. Loss to or Loss (-) 

April t, November 1, or 1940 to No- Armed Through Civil- 

Division and State 1940 *943 Decrease (-) vember 1.1943 Forces ian Migration 


United States 

131401,985 

127,228,683 

- 4 ** 73.302 

5,261,586 

9,740,000 

+ 

305,112 

New England 

8 , 423 . 3*9 

8,084,568 

— 

338 , 75 * 

214,5*6 

673402 

+ 

120,135 

Maine 

845,181 

782405 

— 

62,976 

25.763 

58,344 

— 

30,395 

New Hampshire 

490,638 

453.*36 

— 

37,502 

11,356 

36,863 

— 

**,995 

Vermont 

358,856 

316,019 

- 

42,837 

x 0,452 

21,882 

— 

3**407 

Massachusetts 

4,313,838 

4,092,195 

— 

221,643 

94.652 

353,327 

+ 

37,032 

Rhode Island 

707.920 

694,112 

— 

13,808 

18,105 

61,391 

+ 

29,478 

Connecticut 

1,706,886 

1,746,901 

+ 

40,015 

54,*88 

* 4 * .595 

+ 

127422 

Middle Adantic 

27 . 5 * 5.220 

25.783.752 

-1 

,73*468 

681,594 

2,262,592 

— 

150,470 

New York 

13,462,641 

*2440.005 

-1,022,636 

288,196 

1,087,862 

- 

222,970 

New Jersey 

4.156,642 

4 , 077.434 

— 

79.208 

*oi ,337 

365427 

+ 

184,882 

Pennsylvania 

9 . 895.937 

9,266,313 

- 

629,624 

292,061 

809,303 

— 

112,382 

East North Central 

26,609,924 

26,078,548 

— 

S 3-.376 

83,061 

897,660 

*, 985.499 

+ 

556,463 

230,966 

Ohio 

6,905,092 

6,822,031 

- 

218,857 

532,884 

+ 

Indiana 

3 . 427.394 

3 . 379.052 

— 

48.342 

x 14.785 

242,104 

+ 

78,977 

Illinois 

7.887,327 

7 . 559.576 

- 

327 . 75 * 

218,807 

615,120 

+ 

68,562 

Michigan 

5,252,922 

5 , 373 . 7*8 

+ 

X 20,796 

232425 

392 , 44 * 

+ 

280,8x2 

102,854 

Wisconsin 

3 ,* 37»*89 

2 . 944 .* 7 * 

— 

193,018 

112,786 

202,950 

— 

West North Central 

* 3 . 509,282 

*2,254437 

2,523,681 

-1 

. 254.845 

463.776 

877,181 

— 

84*440 

*9**964 

Minnesota 

2,79 *.933 

- 

268,252 

111,738 

188,026 

- 

Iowa 

2,537.605 

2,275,086 

- 

262,519 

85 . 7*7 

* 55.652 

- 

192,584 

116,916 

Missouri 

3,783,760 

3,522,109 

- 

26l,65I 

112,101 

256,836 

- 

North Dakota 

641,875 

536.229 

- 

105,646 

3**927 

37 ,* 43 

- 

100430 

South Dakota 

642,866 

544.493 

- 

98,373 

26486 

35.746 

- 

89,* *3 

Nebraska 

*, 3 * 4,255 

*.* 75.336 

- 

I 38 , 9>9 

40,907 

83.532 

- 

96494 

Kansas 

*,796,988 

*,677.503 

- 

119.485 

54.900 

120,246 

- 

54.*39 

South Atlantic 

17,728,306 

17,690.024 

— 

38,282 

1,041,705 

1,210,257 

+ 

130,270 

Delaware 

266,128 

273.370 

+ 

7.242 

8,142 

20,283 

+ 

* 9,383 

Maryland 

1,813,132 

1,981,664 

+ 

168.532 

70498 

* 37.345 

+ 

235.379 

Dist. of Columbia 

654 . 5*3 

816,982 

+ 

162,469 

22,0x1 

64,793 

+ 

205,251 

Virginia 

2,649,949 

2,767.921 

+ 

** 7.972 

* 45.534 

182,261 

+ 

* 54,699 

West Virginia 

1,901.919 

*, 73 *.* 7 * 

- 

170,748 

1*6,783 

* 47.899 

— 

* 39.632 

North Carolina 

3,566,206 

3.344 348 

- 

221,858 

252,087 

211,112 

— 

262,833 

South Carolina 

1,886,013 

<,788.337 

- 

97.676 

150,496 

110,244 

- 

*37.928 

Georgia 

3,099.527 

2 , 974.868 

- 

124,659 

196,198 

190,064 

- 

* 30,793 

Florida 

1,890,919 

2,011,363 

+ 

*20444 

79 . 9>6 

146,256 

+ 

*86,744 

East South Central 

10,761,536 

10.074.226 

— 

687,310 

658,174 

701,405 

_ 

644,079 

Kentucky 

2,840,944 

2,546.94* 

- 

294,003 

*53,0*4 

184,341 

— 

262,676 

Tennessee 

2,9 « 5.536 

2,816,399 

— 

99**37 

*73.825 

202,119 

— 

70,843 

Alabama 

2,821,651 

2 » 7 * 5 » 9<9 

- 

*05,732 

187,598 

176,964 

— 

116,366 

Mississippi 

2,183,405 

*, 994.967 

- 

188,438 

* 43.737 

* 37 , 98 * 

- 

194**94 

West South Central 

13.030.003 

12,292.611 

- 

737*392 

764.298 

938,043 

— 

563,647 

Arkansas 

1,948,054 

*. 734.440 

- 

213,614 

*32,398 

120,640 

— 

225,372 

Louisiana 

2,359410 

2,314,941 

- 

44-469 

145,666 

171,102 

- 

* 9,033 
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Table 16 (continued) 

Division and Stale 

Estimated Civilian Population 

April t. November /, 

1940 1943 

Surplus of Births 
Net Over Deaths 

Increase (+) from April t. 

or 1940 to No- 

Decrease (-) t ember 1.1943 

Loss to 
Armed 
Forces 

Net Cain (+) 
Or Lost (“) 
Through Civil¬ 
ian Migration 

Oklahoma 

2 , 332,849 

*. 987.539 

~ 345 . 3*0 

120,381 

162,149 

~ 303.542 

Texas 

6,389,690 

6,255,691 

“ * 33.999 

365.853 

484,152 

- * 5.700 

Mountain 

4 >* 45 » 5*5 

4,018,073 

“ * 27.442 

224,264 

297.926 

- 53.780 

Montana 

559 . 38 i 

469.9*6 

- 89465 

22,579 

43.032 

- 69,012 

Idaho 

524.873 

472.925 

- 5 *.948 

27.932 

34 . 99 * 

- 44.889 

Wyoming 

249.873 

235,684 

- 14,189 

*2,875 

18,376 

A 

- 8,688 

Colorado 

1,121,534 

1,066418 

- 55,116 

44 . 84 * 

77.*98 

- 22,759 

New Mexico 

53*.785 

489.863 

- 4 *.922 

40,826 

38,386 

- 44.362 

Arizona 

497,883 

569450 

+ 7**267 

32,012 

37.396 

+ 76.651 

Utah 

550,062 

583,560 

+ 33.498 

39.085 

37.984 

+ 32.397 

Nevada 

110,124 

* 30.557 

+ 20433 

4 .* *4 

10,563 

+ 26,882 

Pacific _ 

9,678,880 

10,952,444 

+*,273.564 

3 * 5.599 

793.695 

+1,751,660 

Washington 

*, 732 . 3 6 5 

*. 903.649 

+ * 7 *.284 

57.736 

*3 *. 3 8 3 

+ 244.93* 

Oregon 

1,088,476 

1,171,801 

+ 83.325 

33*477 

88,310 

+ 130,150 

California 

6,858,039 

7.876.994 

+1,018,955 

224,386 

574.002 

+*,368,571 

Source: Bureau of the Ccnjui. Special Repom. Population. Augutt a 8 . 1944 (Series P- 44 . 

No. 17). PP- 

3 “ 4 - 


fornia showed gains of 14 10 15 per cent. Gains 
were especially pronounced in the Southwest 
and Pacific Coast, while the heaviest losses 
were suffered by the middle western farm 
states. 

In order to visualize the probable effect of 
wartime interstate migration on the distribu¬ 
tion of population in postwar America, it is 
worth while to compare it with population 
shifts during the two decades before the war. 
(See Table 17.) It appears that of 19 states 
that gained population through interstate mi¬ 
gration in 1940-1943, 12 had gains in 1930- 
1940 and 16 had gains in 1920-1930. Of 30 
states with net losses in population in 1940- 
1943,21 had similar losses in the preceding dec¬ 
ade and 28 had losses in the decade of 1920- 
I93°- In brief, the direction of interstate migra¬ 
tion in 1940-1943 was more similar to the pat¬ 
tern of the 1920^ than to that of the 1930*5. 

The similarity of wartime migration to the 
pattern of the 1920's is particularly striking 
when we examine those states in which the 
trend in 1940-1943 and in 1920-1930 differed 


from that in 1930-1940. The list, as seen in 
Table 17, includes 14 states. Of these, Massa¬ 
chusetts, Rhode Island, New Jersey, Michigan, 
Ohio and Illinois had net gains through inter¬ 
state migration aggregating 1,909,000 from 
1920 to 1930 and 831,800 in I 94 °" , 943 * w ^ilc 
their 1930-1940 loss totaled 313,900. 

The remaining eight states —New Hamp¬ 
shire, Tennessee, Louisiana, Minnesota, Wyo¬ 
ming, Idaho, Colorado and New Mexico — 
lost an aggregate of 346,000 population from 
1920 to 1930, gained 198,600 in 1930-1940 and 
suffered an aggregate wartime loss of 414.600 
from 1940 to 1943- The first group consists of 
industrial states that were growing during the 
prosperous 1920's, lost population through 
migration during the depression and resumed 
their growth under the impact of the war 
boom. The second group of states lost popula¬ 
tion to the industrial centers during both pe¬ 
riods of expansion but gained population in 
the depressed 1930's because of the return of 
workers laid off in the industrial states. 

Only in five states did the direction of inter- 
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Tablb 17 

Estimated Net Balance op Interstate Civilian Migration in 1940-1943 
As Compared With 1930-1940 and 1920-1930 


Net Cain (+) or Loss (-) Through Migration 


State* 

Civilians 

Total Pot 

iulation 

April 1940 — 

November 194 J b 

193°-'940° 

1920-1930* 

California 

+1,368,600 

+1,052,200 

+1,738,000 

Michigan 

+280,800 

“ 5>4 00 

+595,000 

Washington 

+244,900 

+106,600 

+82,000 

Maryland 

+235,400 

+110,600 

+13,000 

Ohio 

+231,000 

-71,300 

+282,000 

District of Columbia 

+205,300 

+144,100 

• 

Florida 

+186,700 

+335,000 

+349,000 

New Jersey 

+184,900 

-47,200 

+477,000 

Virginia 

+ 154,700 

+13,900 

-231,000 

Oregon 

+138,200 

+101,200 

+96,000 

Connecticut 

+127*00 

+31,000 

+84,000 

Indiana 

+79,000 

+12,200 

+ 35 .ooo 

Arizona 

+76,700 

+25,800 

+27,000 

Illinois 

+68,600 

-78,300 

+488,000 

Massachusetts 

+37,000 

-106,200 

+49,000 

Utah 

+32,400 

-38,500 

-30,000 

Rhode Island 

+29,500 

-5,500 

+18,000 

Nevada 

+26,900 

+16,600 

+5,000 

Delaware 

+19,400 

+17,100 

-18,000 

Wyoming 

-8,700 

+100 

-1,000 

New Hampshire 

-12,000 

+8,900 

-7,000 

Texas 

-15,700 

+28,800 

+288,000 

Louisiana 

-19,000 

+48,700 

-22,000 

Colorado 

-22,800 

+21,500 

-15,000 

Maine 

-30,400 

-1,800 

-35,000 

Vermont 

-3 Moo 

-19,800 

-19,000 

New Mexico 

-44,400 

+36,900 

-20,000 

Idaho 

- 44.900 

+23,800 

-51,000 

Kansas 

- 54 .*oo 

-206,500 

-95,000 

Montana 

-69,000 

-24.300 

-71,000 

Tennessee 

-70,800 

+56,300 

-117,000 

South Dakota 

-89,100 

—122,000 

-42,000 

Nebraska 

-96,300 

-183,400 

-81,000 

North Dakota 

-100,400 

-125,700 

-72,000 

Wisconsin 

-102,900 

-45.200 

-7,000 

Pennsylvania 

-112,400 

- 355.500 

-69,000 

Alabama 

—116,400 

-158,400 

-150,000 

Missouri 

—116,900 

-12,600 

-60,000 

Georgia 

-130,800 

-94,900 

-416,000 

South Carolina 

-137,900 

-54,200 

-258,000 

West Virginia 

-139,600 

-63,600 

-53,000 

Minnesota 

-192,000 

+2,400 

-113,000 
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Table 17 (continued) 


Net Cain (+) or Loft (-) Through Migration 


Civilians 


State * 


April 1940— 
November 194 


Total Population 


I9io-t940 c 


Iowa 

-192,600 

-105,10° 

Mississippi 

-194,200 

-101,200 

New York 

-223,000 

-20,000 

Arkansas 

-225,400 

-113,900 

Kentucky 

North Carolina 

-262,700 

-262,800 

-71,200 

-62,400 

Oklahoma 

-303,5°° 

-301,900 


1920-19 JO* 

-l68,000 

-103,000 

+1,229,000 

-214,000 

-203,000 

- 8,000 

- 49,000 


States arrayed by declining net gain and iner.as.ng net loss through internal m.gr.non in 

T Z 22 * by Bureau o. the Census (Series P- 44 , No. released August a». ., 44 ). Census 

figure* are rounded here to ihe next hundred. - tKr /v n *ut (or the period from 

c. Estimated by a method similar to «h« - , he , ltff s-wial Security Board, re- 

£ 3 forT,°o lir.Sd,Bereft",weenie . J ,40 total and the surplus o, btrth, use, 

death* in the decade between the two < nu ™ f3 !'°;” n . KUeratioH ,he United States. Stu.ly of 

d. Estimated by C. Warren Thornthwa.ee. Inier^ Mjr^nin i e Vll-D op- 

Population Redistribution. University of ^*£,£0 

polite p. 22. These figures do not include children under 10 years in 193 

e. Data not avatlable. 


tate migration during the war differ from the 
920-1930 pattern. New York gained popula- 
ion in the 1920'$ because of immigration 
rom abroad, lost population in the 1930 s 
rnd also from 1940 to 194?. Texas had a con¬ 
siderable population gain in the 1920*5, due to 
ihe oil boom, minor gains in the 195 ° s anc * 3 
slight loss during the war years. Virginia lost 
population in the 1920’s, but gained in the 
, 93 °* s and again in 1940-19-15 because of the 
growth of the metropolitan area near the na¬ 
tional capital. Delaware experienced a popula¬ 
tion loss in the 1920’s, but gains in the * 93 ° $ 
and in the war period. Utah lost population in 
both the 1920’s and 1930’s but had a war- 
induced gain in 1940-1943 due to the construc¬ 
tion of new munitions plants. 

To sum up, in 44 states the net balance of 
1940-1945 migration corresponded cither to a 
long-range trend that remained steady through 
all three periods, or to the trend that prevailed 
•n the 1920’s and was temporarily obscured bv 


die depression in the 1930 s- In only three states 
-New York, Texas and Virgin.a-d.d it de¬ 
viate from this pattern-because of definite 
historical factors. And only in two cascs- 
Utah and Delaware-was its deviation irom 
the old pattern caused directly by war pres¬ 
sures. . 

This analysis provides no definite answer to 

(he question whether and to what extent war¬ 
time migrations of civilian population will 
now he followed by shifts in the oppos.te di¬ 
rection. Only the economic development of 
imstwar America will answer tins quest,on. It 
major depression and mass unemployment 
develop, wartime migrations will appear as 
dislocations and will make more difficult the 
task of adjusting the economic system to a low 
level of activity. If. on the other hand, we enter 
an era of prosperity, expansion of our eco¬ 
nomic system will he facilitated by wart.me 
population shifts toward those areas which led 
in production of arms during the war, were 
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leading in production of machinery and other 
capital goods in the i92o’s, and should now be 
ready to resume this role. 

b. METROPOLITAN DISTRICTS 

This analysis of population shifts by geo¬ 
graphic divisions and states obscures the na¬ 
ture of population movements within densely 
populated metropolitan areas. An examina¬ 
tion of 137 “metropolitan counties”* 1 shows 
that these urban centers, as a whole, gained 
population during the war at a rate exceeding 
their losses to military service. In fact, while 
that part of the total civilian population living 
outside these metropolitan areas showed a war¬ 
time decline of 5.9 per cent, the population 
within these areas increased by 2.2 per cent — 
from 66.8 million in April 1940 to 68.3 million 
in November 1943. Of the 137 metropolitan 
districts, 83 showed a gain in civilian popula¬ 
tion and only 54 a loss. The changes for indi¬ 
vidual districts varied from a gain of 61 per 
cent in the Mobile metropolitan county to a 
loss of 21 per cent in the Scranton-Wilkcs- 
Barrc metropolitan counties. Population in¬ 
creases were more pronounced and more fre¬ 
quent among metropolitan areas in the South 
and West than in the North. 

Arc these wartime shifts in population per¬ 
manent or transient, and will they be offset by 
reverse movements now that the war has 
ended? An attempt at an answer has been 
made by relating wartime population growth 
to the growth occurring during the decades 
immediately preceding the war.” This analy- 

21. This group includes 94 single “urban counties." and 
43 combinations of counties and independent cities con¬ 
taining about half the population of the county. Metro¬ 
politan counties are defined in relation to the metropoli¬ 
tan districts of the 1910 Census. Metropolitan districts are 
composed of the densely populated minor civil divisions in 
and around cities of 50.000 or more inhabitants. Their 
boundaries do not Coincide with those of either the city or 
the county. Because registration data were compiled by 
counties, however, it was not possible to secure figures for 
metro|Hilitan districts. Instead, those counties which had at 
least half their population in a metropolitan district in 
1940 were designated as metrojiolitan counties. This defi¬ 
nition gives the closest approximation to the metropolitan 
district that was possible under the circumstances. 

22. Philip M. Hauser, Population Shifts and Income 
Changes. Marketing Series No. 52. American Management 
Association, New York, 1913. 


sis indicates that most of the booming centers 
of war industries have a fair chance of retain¬ 
ing permanently at least a part of their in- 
migrants, while some communities that ex¬ 
panded on the basis of temporary conditions 
are likely to return to the prewar status now 
that these conditions have ceased to exist. 
There will probably be a number of ghost 
towns around abandoned aircraft factories. 

Repercussions of war migration for indi¬ 
vidual communities will depend, to some ex¬ 
tent, upon their policies. The tendency to get 
rid of in-migrants as soon as their services were 
no longer needed prevailed in many congested 
communities in the early phase of the war. 
The assumption that many in-migrants would 
settle in the community was characteristic of 
later plans for postwar expansion — especially 
in such communities as Portland, Seattle and 
Los Angeles. 

Inquiries made among war workers indi¬ 
cated that a large proportion intended to re¬ 
main after the war at the site of their war work 
or to look for jobs in the neighborhood, rather 
than to return to their native states and com¬ 
munities. However, these intentions may 
change if a major depression develops. 

All in all, the prospects for individual com¬ 
munities depend upon the same general con¬ 
ditions as those for individual states: the 
higher the general level of economic activity, 
the less will be the postwar migration away 
from the metropolitan areas that boomed dur¬ 
ing the war. 

5. Implications of Population Trends 

Population changes of long-range impor¬ 
tance come gradually, for, as the Census says, 
‘ the size and composition of a population at 
any given time arc the composite effect of al¬ 
most a century of births and deaths.” The long¬ 
time downward trend in the rate of popula¬ 
tion growth, which had been in progress for 
several decades before the war, was exagger¬ 
ated by the abnormally low marriage and birth 
rates of the depression. The percentage in- 
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:rease of population during the 1930-1940 dec¬ 
ide was less than half that of any earlier dec¬ 
ade. Immigration almost ceased and the popu¬ 
lation gained only 9 million, compared with a 
gain of 17 million in the preceding decade. But 
this sharp decline in the rate of growth was 
broken by a sharp rise in the marriage and 
birth rates just before and during the early 
part of the war. (See Tables 5 and 6.) With 
the birth rate now above the level of the mid- 
1920's, it is fair to assume that it will not re¬ 
main at its recent high levels—nor is it likely 
to return to the depression low point. 

Dwindling Immigration 
Immigration has in the past been a substan¬ 
tial factor in our population growth; the vir¬ 
tual cessation of immigration in the 1930*5 was 
to a considerable extent responsible for the 
small population gain in that decade. Future 
immigration policy cannot be predicted, but it 
seems unlikely that popular sentiment will 
permit a large volume of immigration during 
the next decade or so. Indeed, it is quite pos¬ 
sible that the number of immigrants, even un¬ 
der conditions of prosperity at home, will be 
at or below the levels of the 1930*5. 

With immigration continuing at low levels 
—no more than enough to offset war losses — 
and with the birth rate dropping back to the 
1940 level, our population growth during the 
present decade will still amount to more than 
12 million, and during the next decade, to over 
10 million. These are smaller rates of growth 
than those in the first three decades of the 
present century, but they compare favorably 
with the gain of less than 9 million during the 
1930**. 

Moreover, the number of families and con- 
turner units promises to increase in the future, 
as in the past, at a more rapid rate than the 
population, reflecting the trend toward smaller 
families. During the past half century, popula¬ 
tion little more than doubled, but the number 
°f families nearly trebled. (Sec Table 10.) By 
, &° °ur population will be 17 per cent above 


the 1940 level, while there will be 20 per cent 
more consumer units. (See Table 12.) The 
numerical gain in the number of households 
will compare favorably with increases in previ¬ 
ous periods. This is a trend of considerable 
significance when it is remembered that the 
number of consumer units, rather than the 
number of persons, is the important determi¬ 
nant of the market for many types of goods. 

Whatever the likelihood that the long-term 
downward trend in the rate of population 
growth will result in ultimate stabilization of 
the population and of the number of house¬ 
holds, these prospects will apparently be of 
little consequence during the next decade and 
a half. In the long run, however, the down¬ 
ward trend in the rate of population growth 
carries certain implications for public and pri¬ 
vate policy. Plans for many types of public im¬ 
provements and for the extension of railways 
and highway systems depend in large measure 
on how many of us there will be in the future. 
Since continued growth at the same rate as in 
the past cannot be counted on, we shall have 
to be more cautious in our city-planning pro¬ 
grams and in the construction of facilities, 
such as schools and public utilities. 

Aging Population 

Changes in the rate of growth and in the 
size of the population arc of no greater signifi¬ 
cance than accompanying changes in the age 
composition. Our population has been "grow¬ 
ing older" for several decades, which means 
that the proportion of children and younger 
people has been shrinking while the propor¬ 
tion of aged has been increasing. These trends 
will continue for the next decade or so. though 
at a moderate rate. Indeed, the proportion of 
children under 14 years of age —which was 
falling —will apparently Ik stabilized as a re¬ 
sult of the recent increase in the birth rate, 
although the proportion of 15- lo 29-vear-olds 
will continue to decline. The most striking 
change will Ik in the proportion of aged peo¬ 
ple. Those over fio years old will increase from 
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less than 14 million, or 10.4 per cent of the 
total, in 1940 to more than 20 million, or 13.1 
per cent of the total, in i960. (See Table 9.) 

But this does not mean that “we are rapidly 
becoming a nation in wheel chairs dependent 
for support on a vanishing company of pro¬ 
ductive workers.” In fact, the proportion of 
the total population in the productive age 
classes of 20-64 years will apparently be greater 
throughout the twentieth century than during 
the nineteenth. Although we may expect con¬ 
tinued increase in the population at the most 
productive ages, the number of workers be¬ 
tween 45 and 65 will show a larger proportion¬ 
ate increase and will give rise to problems af¬ 
fecting the employment of older workers, such 
as the need for retraining and increasing the 
adaptability of individual workers. The chang¬ 
ing age distribution will have other obvious 
effects on productive enterprise. Changes in 
amusement and recreational preferences will 
occur, demand for medical sen-ices will in¬ 
crease, and increasing demands will be made 
on our old-age-security system. 

Geographic trends during the next decade 
or so appear likely to follow those of the past. 
The general westward movement of the popu¬ 
lation, which was accentuated by the war, 
is likely to continue in the future. The farm 
population has apparently passed a peak in 
absolute numbers and will hereafter constitute 
a smaller proportion of the total. Although we 
may expect relative expansion of urban centers 
and rural nonfarm communities, there is some 
indication that our largest cities will not grow 
as fast as they have in the past. But urban 
tastes and standards arc likely to dominate the 
future, even more than the past. 

Greater Homogeneity 

One of the outstanding characteristics of our 
population in the past has been extreme hetero¬ 
geneity, but the restriction of immigration and 
many other influences arc now working in the 
direction of greater homogeneity. About 10 
per cent of our 1950 population had arrived in 


the country during the preceding 20 to 25 
years, and in many states and cities whites of 
native parentage constituted less than 50 per 
cent of the total population. The situation will 
be very different in 1950. As a result of the 
cessation of mass immigration after 1929, the 
number of persons in the country for only 20 
years will drop by 1950 to less than one per 
cent. The number and proportion of native 
born of foreign or mixed parentage will also 
decline. 

Public health programs and extensive edu¬ 
cational campaigns have raised our general 
standard of health. Although we lack satisfac¬ 
tory statistical information on the health and 
physical well-being of the people, we do have 
fragments of evidence which reveal important 
trends. During the past half century we have 
conquered such epidemics as cholera, yellow 
fever, smallpox and typhoid, and have thus 
added many years to expectancy of life at birth. 
Many communicable diseases have shown 
steady decreases which reflect the successful ef¬ 
forts of the public health movement. In the 
beginning of this movement, emphasis was 
placed on sanitation and provision of pure 
water supplies. Now we have come to recog¬ 
nize the importance of diet and nutrition to 
the health and vitality of the people, and dis¬ 
semination of information in these fields has 
brought advances in physical development and 
health. Selective Service statistics show that 
we arc taller and more broad-shouldered to¬ 
day than during World War I, though there 
is some doubt about whether this necessarily 
means better general health. Any general pic¬ 
ture of improvement in health, moreover, con¬ 
ceals important variations among areas and 
economic groups which indicate that there is 
still plenty of room for improvement. 

One of the major causes of the general trend 
toward homogeneity has been the extension of 
educational opportunity to larger and larger 
numbers. This is illustrated by the number of 
young people continuing their education be¬ 
yond the elementary grades. The proportion 
of children 14 to 17 years of age attending high 
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school almost doubled between 1920 and 1936. 
This growth in secondary school attendance 
will naturally have an important effect in rais¬ 
ing the general educational level of the popu¬ 
lation. 

The radio and movies are probably the most 
powerful influences in standardizing the atti¬ 
tudes, tastes and consumer demands of the 
bulk of our population. Both of these instru¬ 
ments of mass communication exert their in¬ 
fluence over greater numbers of the population 
than any other means of “education.” The pri¬ 
mary aim of the companies producing movies 
and radio programs is to reach as large an au¬ 
dience as possible. They have undoubtedly suc¬ 
ceeded in reaching a large and steadily grow¬ 
ing proportion of the population and have gone 
a long way toward erasing many of the ele¬ 


ments of heterogeneity that have character¬ 
ized our population in the past. 

Although population trends will not deter¬ 
mine the future economic and social evolution 
of the United States, they point to a definite 
pattern of development. On the side of de¬ 
mand, the growth of the population and, more 
specifically, the increasing number of house¬ 
holds will ensure growing outlets for goods 
and services. On the side of resources, the ex¬ 
pected change in the size and distribution of 
the population is likely to contribute to the 
growth, improvement of quality, and greater 
homogeneity of the labor force. Not only will 
the supply of labor increase, but workers will 
have a better educational background and will 
possess more technical skills, experience and 
knowledge. 


CHAPTER 4 


INCOME, EXPENDITURES AND SAVINGS 


"National income” and "gross national prod¬ 
uct” arc concepts designed to measure the con¬ 
tinuing flow o£ goods and services into con¬ 
sumption and use, and the reverse flow and 
disposition of payments for their production 
and distribution. These concepts can therefore 
be looked at from different points of view. 

i. Gross Product as Measure of Output, 
Income and Expenditures 

In the first place, they are measures of out¬ 
put. Gross national product represents the 
gross value of all the goods and services pro¬ 
duced by business enterprises, including farm¬ 
ers, professional persons and other self-em¬ 
ployed individuals, and by government agen¬ 
cies. This is a "gross” figure because, though it 
excludes the value of raw materials and semi¬ 
finished products "consumed” in the produc¬ 
tive process, it docs not exclude the value of the 
physical capital "used up" or worn out in that 
process. National income, on the other hand, 
measures "net” output, because it represents 
the value of all goods and services produced 
by the economy, after deducting the value of 
both the materials and the physical capital con¬ 
sumed in the process. 

In the second place, these concepts measure 
the receipt and allocation of income received 
in the productive process. Thus “gross receipts 
from production” constitute the total amount 
received in payment for the gross national 
product. Part of this total is set aside by busi¬ 
ness in the form of depreciation and depletion 
reserves to be spent for replacement of the ma¬ 
chinery and equipment worn out in the pro¬ 
ductive process. Another portion goes to the 
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government in the form of business taxes. This 
may be regarded as the value of government 
services “consumed” in the productive process 
in the same way as depreciation and other re¬ 
serves represent the value of the plant and 
equipment consumed in that process. 

The great bulk of the gross receipts from 
production, however, is either received di¬ 
rectly by individuals, as in the case of farmers, 
professional people and other self-employed, 
or, after its receipt by business and govern¬ 
ment, is promptly paid out to individuals in 
the form of wages and salaries, interest and 
dividends, and rents and royalties. These pay¬ 
ments to individuals, plus a small fraction of 
gross receipts retained by business in the form 
of undistributed corporate profits, constitute 
the net national income. Before the war the na¬ 
tional income amounted to about four fifths 
of the gross income, or gross receipts from pro¬ 
duction. 

Finally, to complete the circle, these con¬ 
cepts provide a measure of expenditures, or of 
the way in which the recipients budget and 
dispose of their income. Thus the gross na¬ 
tional product, from this point of view, be¬ 
comes the "gross national expenditure,” since 
die total amount we spend for goods and serv¬ 
ices—including, of course, what we invest — 
constitutes the gross receipts from production, 
or the value of the gross national product. Ob¬ 
viously, this docs not mean that every pair of 
shoes, every automobile and every machine 
tool turned out at the factory in the course of 
a year is bought and paid for in the same year, 
or that every dollar of income is prompdy 
spent or invested. Under national income ac¬ 
counting, "production" becomes complete only 
when the finished product or service is deliv¬ 
ered to the ultimate buyer, and gross product 
is valued in terms of the price paid by that 
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buyer. For that reason, and because net addi- that are not payments for currently produced 
lions to business inventories are accounted for goods and services. On the whole, the total 
as “purchases,” it is axiomatic that gross na- volume of money transactions in the course of 
tional product must equal gross national ex- a year is several times as large as the national 
penditure. income or the gross national expenditure, as 

Before the war, consumers’ purchases of these terms are used in income analysis. 1 
goods and services accounted for well over two This brief discussion of the relationships bc- 
thirds of the total gross national expenditure, tween national income, gross national product 
This was between two and three times the and gross national expenditure makes no pre 
combined amount spent for private construe- tense at completeness or precision. It is an over- 
cion and capital equipment and for govern- simplification of an extremely «ompkx-»d 
ment goods and services. During the war, con,rovers,al-sub.ect, about wh.ch m ny ob 
. 6 thirr rov enor- umcs have been written. A general picture ot 

l zsr .szz ■*>°<*?-***;£ 

, ym .. volved, however, is essential for estimating the 

trCSELh year many -> volume of fmure consum.uion, 

billions of dollars of «P'^- r " for o,h ' r JSrf on the basis of the gumptions under- 
than currently produced goods and services 

have no effect on the "gross volume of cxpcndi* > ,n 8 1 y ’ 


gross 

ture,” as the term is used here. These include 
transactions in commodities, real estate and 


2 . INCOME-EXPENDITURE ReLSTIONSIIIPS 

and Assumptions 


securities, which may bring spccub.wc profi.s ^ ^ ^ expccted lo pro duce 

or losses to individual* but neither add to total ^ kve|s o( cmp l oymcnl and economic 
national income nor to the volume of goods ^ jn so a naliona , income of S.o6 bil¬ 
and services. Of a somewhat different nature ^ # nalional producl G f $,„ bil- 

is the chain of dollar transactions involved in ^ (m iccs> as cx|)iainc d in Chapter 

the sale and resale of raw materials, scmilm- ^ ^ national income would amount 
ished products and finished goods in the |oan cslimalc d S, 22 billion and gross national 
course of their production and distribution. ! o , ua (n $, 5? billion. At the 1944 price level, 
include all these intermediate transactions nal i ona l income would be S140 billion and 
would result in endless duplication, for the ag- ^ ^ national product $177 billion in 1950; 
gregate of the net costs incurred and of the ® nd $ |6l billion and $202 billion, rcspcc- 
"values added” at various steps in the produc- |ivc |„ ; n i960. These arc estimates of the 
tion-distribution process arc all covered by the vw j umc Q f goods and services that we would 
price paid by the ultimate buyer. produce and purchase in 1950 and 1960 under 


Another kind of money transaction that 
does not enter into gross national expenditure 
or affect the size of the national income is the 
«>callcd “transfer payments,” which involve 
die mere transfer of income from one person 
to another without any reverse transfer of 
goods or services. Sometimes this is effected 
directly, as with gifts or charitable contribu¬ 
tions or payment of debts. A large volume of 
*uch transfer payments is made through gov¬ 
ernment in the form of old-age and veterans 
pensions or subsidy payments of various kinds 


ihe basic assumptions of this survey. How 


1 See The Towntemd CrumJe. Twentieth Century 
Fund. New York. iy»6. Append ■ The f 

(<>r example. has lien esu* 
th in mx tmw'S the gross 


money transactions in 1929. 
mjtr.I at Wlmn. or more 

national cx|xn.!ituic of $99 billion in that >car. 

j. This ilmussion is based on ihc concepts and drftni* 
.ions used by the Dcpar.n.rnt of 0 ..iiuickc in its natyma 
mcorn- analyses. For exc.lent hncl irr.itmcnis .if national 
iiieome concepts and relations!..,.s sec M Melt Alter the 

War. S. IX. 40. 7*«h Cong.. is. mss.. 1M»- l and J. and 
various issues of the Smrry of Oycnt Hunnet, also Re- 
„ ei v ot Economic Sfuttmt for May K) 4 i an. \ Notional 
BnJtCti lor loll Employment. I'lanninK I amphlcts Nos. 

jii'l 44. National Planning Association. Washington. 
April I 945 - 
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much of our total production would consist 
of consumers’ goods and services, how much 
of capital goods, and what would be the rela¬ 
tive size of public and private expenditures? 
Past trends and relationships, as modified by 
war-induced changes, can furnish a basis for 
reasonable judgments as to the future size of 
these components. 

a. RELATIONSHIPS IN I929, I94O AND I94I 

Satisfactory detailed data on the components 
and sources of national income and gross na¬ 
tional product (according to the Commerce 
Department concepts) are available only since 
1929. Most of the years since then have been 
too abnormal—because of depression or war 
— to furnish a dependable guide as to what 
might be expected under a high level of peace¬ 
time activity in the future. The year 1929, 
when we enjoyed relatively full employment 
under peacetime conditions; 1940. with con¬ 
siderable unemployment but dollar output 
close to the 1929 volume; and 1941, when we 
were again approaching "full employment,” 
with gross output some 20 per cent higher than 
in any previous year, provide the only satisfac¬ 
tory pictures of prewar incomc-cxpcnditurc re¬ 
lationships under fairly active peacetime con¬ 
ditions. 

' 9*9 

Gross national product in 1929, and there¬ 
fore gross receipts and gross expenditures, 
amounted to $90 billion. 9 After deducting busi¬ 
ness taxes of $7 billion and depreciation and 
other reserves of $9 billion, the national in¬ 
come. 01 value of the net output, amounted to 
S8$ billion, as shown in Table 18. In order to 
determine how much income reaches the 
hands of individuals, a further deduction must 
he made for the amounts saved by corpora¬ 
tions, as well as for social insurance contribu¬ 
tions, while transfer payments to individuals 
(for pensions anti the like) must be added. 

3. In "current dollars**; except where otherwise state*!, 
nil dollar livures for past yrars are in terms of dollars of 
current purch.isint: |«>wcr. and for future years in terms of 
dollars of 1940. or 1944. purchasing power. 


The result in 1929 was $82.6 billion of "income 
payments to individuals.” This is often de¬ 
scribed as “consumer income,” although it also 
includes entrepreneurial withdrawals by the 
owners of unincorporated businesses. After 
payment of $; billion of personal taxes, indi¬ 
viduals had nearly $80 billion of "disposable 
income” left in their hands. 

Deducting personal savings of nearly $9 bil¬ 
lion, individuals spent approximately $71 bil¬ 
lion for consumption goods and services in 
1929. Thus, by far the largest part of the gross 
national product in that year—71 per cent of 
the total — consisted of goods and services 
bought by consumers. 

Total receipts of all government units, ob¬ 
tained from business and personal taxes, from 
social insurance contributions and from funds 
borrowed to finance the deficit, amounted to 
Si 1.7 billion in 1929. This sum was paid out by 
government, in small part as transfer pay¬ 
ments, but primarily for goods and services — 
an estimated $2.6 billion for construction and 
capital goods, and $8.4 billion for other goods 
and services. Thus, government purchases ac¬ 
counted for about 11 per cent of the gross vol¬ 
ume of goods and services produced and sold 
in the United States in io?9. 

"Private capital formation” in that year com¬ 
prised the remainder of the gross national 
product. It amounted to 817.6 billion, or nearly 
18 per cent of the 899.4 billion total. This ex¬ 
penditure was primarily for construction and 
capital equipment, though the export balance 
and increases in inventories accounted for an 
estimated $2 billion. Private savings, consist¬ 
ing of more than Sio billion retained by busi¬ 
ness in the form of reserves for depreciation 
etc. and corporate savings, and nearly $9 bil¬ 
lion of individuals* savings, were in excess of 
private capital formation by St.5 billion, or by 
the amount of the government deficit in that 
year. 4 

4. In national income analysis the net government (fed¬ 
eral. state and local) deficit must (if there is no borrow- 
ine from abroad) necessarily always he equal to the ex¬ 
cess of the total amount saved by business and individuals 
( 5 t 9 -t billion in 1929) over the amount represented by 
private capital formation (Si7-6 billion in 1929). 




Table 18 

Income and Expenditure Relationships for 1929. * 94 ° AND * 94 * 
and Assumptions for 1950 and i960 

(In Billions) 


Current Pneet 


1929 1940 1941 


1940 Pneet 
1950 /960 


1944 Prices 


1950 


i960 


CROSS NATIONAL PRODUCT, NATIONAL INCOME AND CONSUME. EXPENDITURES 

Gross national product, or gross ncapH *99 4 $97-. ° 


Less business taxes . . 

Less business reserves for depreciation 

etc. 

National income 
Less corporate savings 
Less social insurance contribuuons 
Plus transfer payments 
Income payments to individuals 
Less personal taxes 
Disposable income 
Less savings of individuals 
Consumer expenditures 


9.1 

7-2 

83.3 

77.6 

1.2 

1.8 

0.2 

2.1 

0-7 

2.6 

82.6 

76.2 

3.O 

3-3 

79.6 

72.9 

8.8 

7-3 

70.8 

65.7 

REVENUES AND 

11.7 

* 9-3 

7.0 

12.4 

3 -o 

3-3 

0.2 

2.1 

*•5 

*•5 

11.7 

> 9-3 

0.7 

2.6 

II.O 

16.7 

2.6 

2.6 

8.4 

14.1 


18.5 

5 * 

96.9 

2.6 

2-5 

92.7 
4.0 

88.7 
14.2 
74-6 


18.8 20.5 24.8 


9.2 

106.0 

M 

7-7 

7-9 

104.8 

8.0 

96.8 

8.8 

88.0 


29.0 

18.5 
4 -o 
2.6 
3-9 

29.0 

2-5 

26.5 


6.2 

20.3 


Government revenues, total 
Business taxes 
Personal taxes 

Social insurance contributions 
Government deficit* 

Government expenditures, total 
Transfer payments 
Payments for goods and services 

Construction and capital equipment 
(civilian) 6 

Other goods and services 

PRIVATE SAVINGS AND CAPITAL FORMATION 

Private savings, total _ . 

Business reserves for depreciation etc. 

Corporate savings 
Savings of individuals 
Private capital formation, total 

Construction and capital equipment 
Inventory change and export balance 
Excess of savings over capital formation 


Total 

Private capital facilities 
Government capital facilities 


34-5 

18.8 

8.0 

77 

0.0 

34-5 

7-9 

26.6 


4-3 

22.3 


10.5 
122.0 

1.6 

H 

9.6 

121.5 
9-4 

112-1 

10.4 

101.7 

38.4 

20.5 
9-4 
8-5 

0.0 

38 1 

9.6 

28.8 

5-4 

23.4 


12.1 
140.0 

*•9 

10.2 
10.4 

138.3 

10.6 
127.8 

11.6 

116.2 


$202.0 

27.1 

13.9 

161.0 

2.1 

11.2 
12.7 

160.4 
12.4 
148.0 
* 3-7 

134.2 


Sources: Survey of Current Business. May * 94 J - 

1943 . April and September >944..February I 9 «- f * 
lie capital equipment exclusive of industrial 
defense program estimated roughly in millions a. Sioo 
for 1929. S400 for 1940 and $500 for 1941- 
«. Government deficit representing funds ^«a.ne;l ’> 
borrowing, though of course not ■’revenue in > 
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16.3 

23-3 
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1.2 

1.8 

4.0 

8.8 

7-3 

14.2 

17.6 

14.8 

19.4 

15.6 

11.2 

>4 » 

2.0 

3.6 

5-2 

*•5 

*•5 
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l8.2 

13.8 

20.3 

15.6 

11.2 

14.1 

2.6 

2.6 

6.2 


19.4 

9.2 

14 

8.8 

> 9-4 

16.7 

2.7 

0.0 


21.0 

16.7 

4-3 


22.5 

10.5 
1.6 

10.4 

22.5 

19.6 

29 

0.0 


25.0 

19.6 

5-4 


45-5 

IS 

10.2 

0.0 

45-5 

*0*4 

35 * 

5.6 
29.4 

25.6 

12.1 

1.9 

11.6 

25.6 

22.1 

3-6 

0.0 


27.7 

22.1 

5.6 


50.7 

27.1 
12.4 

11.2 
0.0 

50.7 

12.7 
38.0 

7 -* 

30.9 


29.7 

> 3-9 

2.1 

>37 

29.7 

25.9 

3-8 

0.0 


33 ° 

25*9 

7 -' 




lion in 1941: Construction 

toymens. 7 9«»* Cong - •« sess Table 


p. 15 - 


Uiyrnem. 79 *" . , ,• „ 

Note: Discrepancies in addition, are due to rounding. 
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Private capital formation is of course not the 
equivalent of total expenditures for “capital 
goods.” The latter term, as ordinarily used, in¬ 
cludes structures, construction and durable fa¬ 
cilities of all kinds, both public and private. 
The former term, as used in income analysis, 
includes certain minor items, such as additions 
to inventories, that constitute a part of the 
capital of business enterprises but arc not capi¬ 
tal goods. In terms of this distinction, $15.6 
billion of the total of private capital formation 
in 1929 consisted of expenditures for construc¬ 
tion and other capital goods, while govern¬ 
ment expenditures for buildings and for con¬ 
struction of streets, highways, sewers and other 
capital goods amounted to $2.6 billion. Total 
public and private expenditures for capital 
goods, therefore, amounted to $18.2 billion in 

x 9 2 9 - 

* 94 ° 

Income-expenditure relationships changed 
materially by 1940 and 1941. Although gross 
national product in 1940 was only $2 billion 
less than in 1929, business taxes were much 
heavier, so that national income was nearly $6 
billion below the 1929 level. Income payments 
to individuals also fell by a similar amount, so 
that in spite of somewhat smaller personal sav¬ 
ings, consumer expenditures of $66 billion 
were only about 68 per cent of gross national 
product in 1940, compared with 71 per cent in 
1929. 

Government revenues and expenditures had 
risen sharply to more than $19 billion by 1940. 
Larger transfer payments accounted for less 
than $2 billion of the increase, and the deficit 
remained at $1.5 billion. Government thus ac¬ 
counted for nearly $17 billion of expenditures 
for goods and services. This was more than 17 
per cent of the gross national product in 1940, 
compared with 11 per cent in 1929. 

With smaller business reserves and personal 
savings in 1940, total private savings fell by 
nearly $3 billion to a little more than $16 bil¬ 
lion, and private capital formation declined by 
a like amount to less than Si5 billion. The ex¬ 


cess of private savings over private capital for¬ 
mation was again $1.5 billion, which was the 
amount of the government deficit. 

Because of the decline in private capital for¬ 
mation (since estimated government pur¬ 
chases of civilian capital goods remained the 
same in 1929 and 1940), the $13.8 billion total 
of public and private expenditures for capital 
facilities in 1940 was $4.4 billion less than in 
x 9 2 9 - 

1941 

Whether measured in current dollars or in 
“real income," 1941 was unquestionably our 
most prosperous prewar year, even though 
unemployment, while falling rapidly, did not 
reach anything approaching an acceptable 
peacetime minimum until the end of the year. 
But the imminence of war and the fact that we 
were in the expanding phase of a major boom 
meant that income-expenditure relationships 
in that year were not wholly representative of 
those to be expected under stable conditions of 
peacetime prosperity. The most conspicuous 
developments were a sharp rise over 1940 in 
both gross national product and national in¬ 
come to higher levels than ever before 
achieved, combined with a much larger rela¬ 
tive increase in government revenues and ex¬ 
penditures, as well as in the volume of savings, 
and in public and private outlays for capital 
goods. 

Gross national product rose in 1941 by more 
than $23 billion over 1940 to nearly $121 bil¬ 
lion; but with a 50 per cent rise in business 
taxes and a $2 billion decline in the amount set 
aside as business reserves, national income was 
about $97 billion, as compared with $78 billion 
in 1940 and $83 billion in 1929. Corporate sav¬ 
ings were more than twice as large as in 1940, a 
substantial increase occurred in personal taxes, 
and personal savings of $14 billion were almost 
double the 1940 volume. Consumer expendi¬ 
tures therefore amounted to less than $75 bil¬ 
lion. This was about $9 billion more than the 
total for 1940, and only $4 billion more than 
our smaller population of 1929 spent for con- 
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* e noM c/rvirr**; However, the penditure relationships. However, any esti- 


YTWIV ** —— . 

average consumption of goods and service 
than in 1929. Consumer expenditures obvi¬ 
ously constituted a much smaller proportion 
of total expenditures in 1941 than in earlier 
prosperous years—62 per cent as compared 
with 68 per cent in 1940 and 71 per cent in 1929* 

Under conditions of future peacetime prosper¬ 
ity, it is reasonable to expect that consumer ex¬ 
penditures will account for a considerably 
larger share of total expenditures than in 194*• 
Government revenues and expenditures rose ^ 

from $19 billion in 1940 «o $ 2 9 billion ,n W* _: 


- I 

expression of hopes, fears or prejudices. The 
1950 and i960 estimates shown in Table 18, 
though presented in precise quantitative terms, 
are intended to represent only approximate 
judgments of what the probable amount and 
disposition of income and expenditures will be 
under the assumptions underlying this survey. 

Rising Government Costs 
One thing seems highly probable: the long¬ 
term upward trend of government expendi¬ 
ture will be accelerated in the postwar decade 

« .it « \ 11 r f 


from $19 billion in 1940 “> $29 billion in 194*. - usl as it was a f lcr World War I-chiefly 
chiefly because of the marked rise in federal bccau$c q[ highcr federal debt service, expand- 
spending for defense purposes. This was insurancc an d veterans* pensions, 

largely financed by a $6 billion increase in ^ ol h cr postwar costs. This upward trend 
business taxes and by smaller advances in per- ]ikcly to com i n uc irrespective of pros- 

sonal taxes and social insurance contributions. Qr depression. Government revenues 

The net deficit for government units as a ^ ndilurcs (based on Chapter 20) have 
whole, accounted for by a corresponding ex- ^ eslifnaled a t about $35 billion (in 1940 
cess of private savings over private capital tor- f or x950 —some S6 billion above 1941, 

mation, amounted to $3.9 billion. Since trans- ^ yhcn ha |f lhc total was for defense, but only 
fer payments showed little change, govern- # lhifd a$ , argc as ,h c peak IQ 44 «<*« of $105 
ment expenditures for goods and services bi , |ion Much larger transfer payments- 
amounted to $26.5 billion in 1941, or almost 5io pcnsions and social insurance—wholly 

billion more than in the previous year. account for the increase, since it is estimated 

Most of this increase in expenditures con- ^ govcrnmciU expenditures for goods and 
listed of goods and services related to the dc- xrv \ ccS (preponderantly civilian) will return 
fensc program. The government total of $6.2 ^ a j Joul ,b c 1941 level, or to S26.6 billion, 

billion for civilian capital goods added to pri- For ^ a f ur ihcr rise of nearly S2 billion 
vate expenditures of $141 billion accounts for . r lransfcr payments and of somewhat more 
a total of civilian public and private capital - n avmcnls for goods and services increases 
_ c _in 10.11. I his ._mini government expenditures 


facilities of more than $20 billion in 194*- 
was in excess of any previous year. Hut total 
investments in civilian capital facilities were 
only 17 per cent of gross national product, 
compared with over 18 per cent in 1929. 

b. ASSUMPTIONS FOR 195° AND 

(in 1940 prices) 

An examination of past relationships and a 
projection of past trends, together with an ap- 


the estimate of total government cspcndiM'rcs 
to approximately S(H billion, of which 
billion consists of payments for goods and 

services. 

A further assumption as to government rev- 
enucs and expenditures is that federal, state 
and local government budgets as a whole 
would lie balanced-as they almost were m 
, 0 2O and in .940. There is no evidence that our 
taxable capacity at high levels of act.vtty wtll 


projection of past trends, together with an a - sufficient' to balance our government 
pratsal of the effects of the war, can be of c - be ^ ^ ^ slrcnuolls advocates of 
sidcrablc help in estimating future mcome-cx k 
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government spending think it both likely and 
desirable that the budget be balanced at high 
levels of employment and economic activity, 
like those contemplated in this survey. 

Substantially higher government expendi¬ 
tures to be covered entirely out of current reve¬ 
nues clearly imply a much larger tax bill than 
in prewar years. Although predicting the allo¬ 
cation of the future tax burden is obviously a 
hazardous undertaking, it seems probable that 
business taxes will be cut much more drasti¬ 
cally from wartime levels than personal taxes. 
Business taxes are estimated at $18.8 billion for 
1950 — nearly $11 billion below the 1944 total, 
and only slightly more than in 1941. For 
i960, with a further population increase and a 
modest expansion of government functions, 
business taxes arc estimated at $20.5 billion. 

In the light of these allowances for business 
taxes and the basic assumptions of $106 billion 
national income in 1950 and $122 billion in 
i960, depreciation and other reserves set aside 
by business have been estimated at $9.2 billion 
for 1950 and at $10.5 billion for i960. These 
estimates can be no more than "informed 
guesses," but they do not seem to be too far out 
of line with the actual $9 billion total for the 
“boom year” 1929. 

Social insurance contributions, in view of 
the rapid growth and enlarging scope of the 
social security system, have been estimated at 
S7.7 billion for igy> and $8.5 billion for i960 
(for details sec Chapter 20). Corporate sav¬ 
ings, being a small residual item in the opera¬ 
tion of business, have varied widely — from 
less than zero in the depression years to more 
than $5 billion in 1944. They have been esti¬ 
mated at Si.4 billion for stable levels of pros¬ 
perity in 1050 and at Si.6 billion for i960. Ex¬ 
panding social security and larger payments to 
veterans will mean much heavier transfer pay¬ 
ments: these have been estimated at S7.9 bil¬ 
lion for 19^0 and at $9.6 billion for i960. 

Income Payments and Disposable Income 

After deducting the estimates of corporate 
savings and social insurance contributions 


from national income, and adding transfer 
payments, income payments to individuals 
would amount to a little less than $105 billion 
in 1950, and to less than $122 billion in i960. 
What proportion of these amounts would be 
spent for consumers’ goods and services under 
the assumptions of this survey depends on how 
much individuals will have to pay out in per¬ 
sonal taxes and how much they will save. 

Personal taxes have been estimated at $8 bil¬ 
lion for 1950, on the assumption that rates 
would be at approximately 1942 levels. This 
would be twice the 1941 total, as compared 
with only an estimated slight increase for 
business taxes. But it would mean a cut of 
$11 billion from the wartime peak of $19 bil¬ 
lion, compared with about the same reduction 
for business taxes. Personal taxes of $8 billion 
in 1950 would bear about the same relation to 
the S18.8 billion estimate for business taxes as 
in the case of the much smaller 1929 totals. 
With a further rise of population and income 
during the 1950 decade, personal taxes have 
been estimated at $9.4 billion for i960. Dis¬ 
posable income of individuals, under these es¬ 
timates, would amount to about S97 billion in 
1950 and Si 12 billion in i960. 

Consumer Savings and Expenditures 

How much of their disposable incomes con¬ 
sumers would save under assumed conditions 
of high-level activity in 1950 is a question 
about which there arc wide differences of opin¬ 
ion. On the one hand it is contended that, since 
families in the higher income brackets nor¬ 
mally save a larger proportion of their incomes 
than those at lower income levels, a general 
rise in average income per family will inevi¬ 
tably result in a larger proportional increase in 
the total volume of personal savings. This 
would unquestionably be true providing (a) 
the rise in average income were evenly dis¬ 
tributed over the various income brackets, i.e., 
the average incomes of the low-, middle- and 
high-income groups increased by the same per¬ 
centage, and (b) no other factors intervened to 
alTcct the saving-spending habits of families at 
different income levels. 
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It is clear, however, that a rise in average 
income from a year of heavy unemployment to 
a year of fairly high employment would not be 
evenly distributed over families at different in¬ 
come levels. Millions of unemployed would 
find jobs, and their incomes would rise from 
close to zero to a full-time-earnings level. This 
would mean in general a far higher percentage 
rise for the lower than for the upper income 
groups. Under such circumstances a rise in 
average family income for the entire popula¬ 
tion might mean that a smaller percentage of 
total disposable income would be saved, since 
a larger proportion of it would be in the hands 
of the lower income groups, who normally 
save less. 

Other factors might distort the distribution 
of income in a different direction. For exam¬ 
ple, at the peak of a speculative boom entre¬ 
preneurs and speculators at the top of the “in¬ 
come pyramid" would undoubtedly enjoy 
much larger income gains than would the 
lower income groups. These high-income indi¬ 
viduals would receive a larger proportion of 
total income payments than they would in a 
year of stable prosperity; consequently the pro¬ 
portion of total income that would be saved 
would probably be larger. The assumptions of 
this survey, however, arc based on a stable level 
of prosperity in 1950 and i960, rather than a 
speculative boom. 

Such changes would take place, however, 
only if "other things remain constant, i.c., if 
there were no change in the saving and spend¬ 
ing "propensities" of families and individuals 
at various income levels. But there is no reason 
to believe that the propensity — or ability — 
to save would remain the same under the con¬ 
ditions assumed in this survey for the 1950 s 
as it was during the prewar years. 

Three important new developments can be 
expected to have a material effect in reducing 
the future ratio of savings to income. Much 
larger income taxes will cut most heavily into 
die incomes of the middle and upper income 
classes—the very groups that normally ac¬ 
count for the bulk of personal savings. 1 he 


widened scope of social security will make it 
less necessary — and more difficult — for fami¬ 
lies covered by the system to provide for emer¬ 
gencies and for security in old age through the 
accumulation of individual savings. 

Another important factor is the unprece¬ 
dented accumulation of liquid savings as a 
result of government war financing. By the 
end of 1945, savings of individuals and unin¬ 
corporated businesses were approximately $150 
billion in excess of the estimated total of such 
savings at the end of 1940, and consumers held 
the great bulk of this accumulation. Unless the 
security provided by this huge backlog of pur¬ 
chasing power is dissipated in an inflationary 
price spiral, it will probably act as a powerful 
stimulus to consumer spending and a deter¬ 
rent to saving. 

There is no way to determine precisely what 
the combined effect of these influences will 
be on the volume and proportion of personal 
savings until after the event. Until then, this 
question and many others about the disposi¬ 
tion of future income must remain a matter of 
judgment. For this survey, savings of individ¬ 
uals have been estimated at SS.8 billion for 
1950 and at $10-4 billion for i960. This would 
mean personal savings amounting to 9.1 per 
cent of the S97 billion disposable income for 
1950 and to 9.3 per cent of the i960 total of 
$112 billion. 

Measured in dollars, the estimated total lor 
1950 (in dollars of 1940 purchasing power) 
would be considerably larger than the dollar 
total for any year prior to 1941, with the ex¬ 
ception of the boom year 1929 and the four 
years during and immediately after World 
War I. The 1950 total of billion would be 
more than a billion dollars above the average 
for the last half of the prosperous 1920's and 
more than S3 billion higher than in the last 
half of the 1930s. It would be much smaller 
than the total of $13 billion for 1931. when per¬ 
sonal savings were probably abnormally large, 
not only because of rapidly rising incomes, 
but also because it was the first year when in¬ 
dividuals could begin making up for depre 
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Table 19 

Personal Taxes and Savings of Individuals Compared With Income Payments to Individuals 
and Disposable Income, 1925-1944, and Estimates for 1950 and i960 

(Dollar Figures in Billions) 


Year or 
Yearly 
Average 

Income 
Payments to 
Individual/ 

Personal 

Taxes 

Disposable 

Income 

Savings 

of 

Individuals 

Personal 
Taxes Plus 
Savings of 
Individuals 

Personal Taxes 
Plus Individuals' 
Savings as 

Per Cent of In¬ 
come Payments 
to Individuals 

Individuals’ 
Savings as 
Per Cent of 
Disposable 
Income 

1925-1929 

$ 77.O 

$ 2.6 

$ 74-5 

$ 7-5 

$10.0 

13.0 

10.0 

1930-1934 

56.4 

2.X 

54-3 

3-8 

5-9 

xo -4 

6.9 

* 935“*939 

67.2 

3.0 

64.3 

5-5 

8.4 

12.5 

8.5 

1940 

76.2 

3-3 

72.9 

7-3 

10.6 

* 3-9 

10.0 

1941 

92.7 

4.0 

88.7 

14.2 

18.2 

19.6 

x6.o 

1942 

II 7-3 

6.7 

110.6 

28.6 

35-3 

30.x 

25.9 

*943 

* 43 * 

18.5 

124.6 

33-3 

51.8 

36.2 

26.7 

1944 

156.8 

19.3 

* 37-4 

38-9 

58.2 

37 * 

28.3 

* 95 °“ 

104.8 

8.0 

96.8 

8.8 

16.8 

16.0 

9.1 

1960“ 

121.5 

9.4 

112.1 

10.4 

19.8 

16.3 

9-3 


Source/: Appendix 4. Table A; Table 18; Table 25: and a. 1950 and i960 figures at 1940 price level; see 
Survey of Current Business, February 1945 . P- 5 - Janu- Table 18. 
ary 1946. P- 4 - 


sion deficiencies in savings. (Sec Table 19 and 
Appendix 4.) 

On a relative basis, the estimates for 1950 
and i960 represent a much smaller percentage 
of disposable income than the 16 per cent for 
1941, and a somewhat smaller ratio than the 
10 per cent for 1940 and for the last half of 
the 1920s. However, they represent a much 
larger proportion than in the depression years, 
and about the same proportion as the average 
for the "fairly good" years 19$, 1957 and 1939. 

In spite of the higher levels of income as¬ 
sumed for the future, these estimates thus 
presume a smaller rather than a larger ratio of 
personal savings to disposable income than in 
the "best" prewar years — chiefly because of 
the inevitability of much higher personal 
taxes. These taxes will be obtained mainly 
from the middle and upper income groups 
and will lessen their ability to save. 

According to the estimates used in this sur¬ 
vey, savings of individuals phis their personal 
taxes will amount to S16.S billion in 1950 and 


$19.8 billion in i960, or to 16 per cent and 16.3 
per cent of income payments to individuals in 
those years. These are much larger dollar 
amounts than in any year prior to 1941 and 
considerably higher percentages than in any 
prewar years except during and immediately 
after World War I, when savings were ab¬ 
normally large. In the last half of the 1920’$ 
personal savings plus taxes averaged $10 bil¬ 
lion, or 13 per cent of income payments; in the 
last half of the 1950's, about S8.4 billion, or 
12.5 per cent of income payments. Over the 
two decades ending with 1940, the ratio of 
personal savings plus taxes to income pay¬ 
ments showed remarkable stability (except for 
the depression years 1921, 1932, 1933, * 934 )» * n 
spite of wide variations of income, and aver¬ 
aged a little less than 13 per cent. The survey’s 
estimates for 1950 and i960 contemplate a rise 
in this ratio of approximately one fourth over 
prewar levels. 

Deducting individual savings of $8.8 billion 
in 1950 and $10.4 billion in i960 from the csti- 
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mates of disposable income shown in Table 
:8 would leave $88 billion for consumer ex¬ 
penditures in 1950, and nearly $102 billion in 
i960. 

Capital Expenditures 

The total volume of private savings and pri¬ 
vate capital formation can, of course, readily 
be derived from the estimates given above. 
The total of private savings in 1950 — $9.2 bil¬ 
lion of depreciation and other reserves, $1-4 bil¬ 
lion of corporate savings and $8.8 billion of 
individuals’ savings — would amount to $19 4 
billion. Inasmuch as government budgets as a 
whole are assumed to balance, this sum would 
represent the amount of private capital forma¬ 
tion in that year. For i960, the volume of pri¬ 
vate savings —and of private capital forma¬ 
tion—would amount to $22.5 billion. 

An allowance of $2.7 billion for 1950 and 
$2.9 billion for i960 has been made for that 
part of private capital formation represented 
by inventory changes and the export balance 
(the export balance has been estimated at $1.2 
billion for 1950 and at $1.1 billion for i960, as 
explained in Chapter 21). Private expenditures 
for capital goods would therefore approximate 
$16.7 billion in 1950 and $19.6 billion in i960. 
Government expenditures for capital goods 
have been estimated at $4.3 billion for 195° 
and at $5'^ billion for i960. These arc consider¬ 
ably less than the $6.2 billion for 1941, when 
the defense construction and facilities expan¬ 
sion program was well under way, but arc 
substantially higher than the capital outlays of 
19*9 and 1940. It must be emphasized that 
diesc estimates for 1950 and i960 (as explained 
in Chapter 20) arc in no sense an attempt 
to indicate what, if anything, government 
“ought to” spend for capital goods in order to 
promote full employment. They arc presented 
solely as estimates of what the capital expendi- 
tures of government would be under the con¬ 
ditions of high-level activity assumed for this 
survey. 

The total of public and private capital ex¬ 
penditures for construction and other capital 
goods on the basis of these estimates would 


amount to approximately $21 billion in 1950 
and to $25 billion in i960. This would mean 
that we would be devoting approximately 16 
per cent of our gross national product in 1950 
and i960 to the maintenance and expansion of 
our “national capital plant.” The dollar total 
(in 1940 prices) of such capital expenditures 
would be considerably more than in any previ¬ 
ous peacetime year. In 1929, capital expendi¬ 
tures of $18 billion approximated 18 per cent 
of gross national product, and in 1940 expendi¬ 
tures of nearly $14 billion amounted to 14 per 
cent of gross product. Whether it will be pos¬ 
sible to maintain and expand our total plant 
and facilities by devoting 16 per cent of gross 
national product to this purpose in the future, 
only time will tell. If somewhat larger ex¬ 
penditures arc required, this would involve in¬ 
creased savings and a smaller proportion of 
total expenditures for consumers’ goods and 
services or for government requirements, or 
for both. 

C. EXPENDITURE ASSUMPTIONS FOR I95O AND 

i960 (in 1944 prices) 

The estimates for 195° and " 9 60 fussed 
above have been expressed in 1940 prices, but, 
in the absence of severe deflation and depres¬ 
sion, the price level of the future is far more 
likely to be maintained at or above the 1944 
level. For that reason each of the items in 
Table 18 has been expressed in 1944 P r,ccs l, Y 
increasing the 1940 value by 32 per cent-the 
estimated average change in the pr.ee level lor 
civilian goods and services between 194 ° and 
1944. (Sec Appendix 4.) 

Expressed in these terms, gross national 
product-or gross expenditures for goods and 
services—would amount to m arly $177 billion 
in 1950 and to $202 billion in i960. 

Out of this total, consumers’ expenditures 
for goods and services would account for $n0 

billion in .950 =>".1 for ««« in ><M « 
roughly two thirds of the total m each year. 

Government payments for (or product,on 
of) poods and services after deduction trans¬ 
fer payments from estimated total government 
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expenditures — would amount to about $35 
billion in 1950, of which $5-6 billion would be 
for construction and other capital goods. Gov¬ 
ernment purchases of goods and services 
would be $38 billion in 1960, with $7.1 billion 
for capital facilities. Thus, government would 
account for around one fifth of the gross na¬ 
tional product in 1950 and i960. 

Private capital formation is estimated at 
$25.6 billion for 1950 and at $29.7 billion for 
i960, or nearly 15 per cent of the estimated 
gross national product in those years. Of these 
totals, $3.6 billion is attributable to inventory 
increases and the export balance in 1950 and 
$3.8 billion in i960. 

Private expenditures for capital facilities 
would therefore amount to $22.1 billion in 1950 
and to $25.9 billion in i960. Adding to these 
estimates the $5.6 billion of government capi¬ 
tal expenditures for 1950 and the $7.1 billion 
for i960 would mean that combined public 
anti private outlays for construction and other 
capital goods would amount to $27.7 billion in 
1950 and to S33 billion in i960. 

Government expenditures, as estimated for 
1950 and i960 in comparison with past trends, 
arc discussed in Chapter 20, and the character 
and composition of capital expenditures and 
foreign trade in Chapters 16 and 21. Analysis 
of the demands and needs for various classes 
of consumer goods and services — which as a 
whole arc more important than government 
and capital expenditures combined — is pre¬ 
sented in Chapters 5 to 13. Before discussing 
the distribution of consumers' expenditures, 
however, it may be of interest to examine the 
implications of the assumed future level of 
consumer income in terms of the purchasing 
power it represents, its probable distribution 
by income classes, and the effects of this higher 
level of income on the probable demand for 
the major classes of consumer goods and serv¬ 
ices. 

3. Trends in Consumer Income 

Income payments to individuals in 1950, or 
"consumer income." would amount to about 
Si^S billion (in 1934 prices) under the condi¬ 


tions of high-level activity assumed in this sur¬ 
vey. This would be almost $20 billion less than 
the 1944 wartime record of nearly $157 billion, 
but more than $20 billion above 1942, when we 
were moving up toward our maximum war 
effort. The 1950 estimate of $138 billion is $46 
billion, or almost 50 per cent, more than con¬ 
sumer income in 1941, our best prewar year. 
Compared with 1929 —the best year of the 
prosperous 1920’s — the difference in total in¬ 
come payments to individuals would be $56 
billion. Comparison with the worst years of 
the depression is even more striking, for the 
1950 total is three times the dollar income re¬ 
ceived by individuals in 1933. 

These comparisons of dollar totals, however, 
give an exaggerated impression of the real 
change in the status of consumers, for they fail 
to take into account (a) the lower purchasing 
power of the "1944 dollar" (used in the 1950 
estimate), which bought considerably less than 
a dollar did in 1933, or even in 1929 or 1941, 
and (b) the increased number of individuals, 
families and consumer units among which the 
total of income payments will be distributed. 8 
By "correcting" the dollar totals for prior years 
by means of the cost of living index it is possi¬ 
ble to express them in dollars of 1944 purchas¬ 
ing power, while computing average con¬ 
sumer income in terms of the number of con¬ 
sumers and consumer units each year provides 
a better measure of changes in consumers’ 
well-being. 

Even with the adjustment for price changes, 
a consumer income of $138 billion in 1950 rep¬ 
resents a handsome advance over the best of 
the prewar years— 1929, 1937, 1939, 1940 and 
1941—and a purchasing power more than 

5. There is of course the further fact, discussed previ¬ 
ously. that personal taxes in the future will take a larger 
share of consumer income, and thus leave a smaller pro¬ 
portion for “disposable income," than in prewar years.'If 
all of the money taken from individuals in the form of 
direct personal taxes were considered as a net reduction in 
the standard of living, it would dearly be proper to make 
comparisons between different years in terms of "dispos¬ 
able income," rather than "income payments to individu¬ 
als." However, increased government costs, to a consider¬ 
able extent, measure expanded government services that 
add to consumer well-being and therefore arc a pan of the 
income of consumers. 
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Table 20 

Income Payments to Individuals, or “Consumer Income," IW 94 ' ' 944 - 

With Estimates for 1950 and i960 


y ear 


Income Payments lo Individuals 
Current Prices 1 944 Prices 


Per Capita Income 
Current Pnces 1 944 Prices 


Income Payments 
Per Consumer Unis a 

Current Prices i>/44 Prices 


(In Billions) 


$ 82.6 
73-3 
62.0 

47-4 

46.3 
52.9 

58.6 

68.x 

72.4 

66.2 

70.8 

76.2 

92.7 

156.8 


$ 89.1 

81.2 

75-4 

64.2 

66.3 

73 - 2 

79.0 

90.9 

tiZ 

94 * 

100.5 

i* 5-4 

156.8 

*38.3 

160.4 


680 

600 

500 

380 

370 

420 

460 

53 ° 

560 

5 *<> 

540 

580 

690 

1,140 


*929 
*930 

* 93 * 

*932 

*933 
*934 
*935 
*936 

*937 
*938 

*939 
*940 
* 94 * 

*944 
1950 
i960 

-. . .. , . 7Avcracc income payment! per conuimcr unit are 100 

Sources: For income payments «o individuals. or con ■ ^ , |0 3 r fen , f or rac |i year vhown because 

sumer income." see Appen.hx 4; f° r . , hcMr figures were derived by dividing income payments to 

mates of population and consumer units, see Chapter 3. . . b ,he f4lima , c d number of con- 

population and consumer units for individual years inter- ^ , ^ k ^ l ^|uS aafi e for "institutional popula- 
polated by straight-line trend Figures in» <“ r,eftl ^ „ on - whic ,; wa , cstimate.l at 2.1 million in 1930.. at 1.7 

and i960 on basis of price level index in Appendix 4. P(f capita incofne an d income payments per con- 

Table B. Wl mer unit roun ded to the closest $10. 


S 730 

660 

6lO 

520 

530 

580 

620 

710 

720 

670 

720 

760 

860 

*. * 4 ® 
960 
1,030 


$ 2,350 

2,050 

1,700 

1,280 

1,230 

1,380 

i,5*o 

*. 73 ° 

1,810 

1.630 

1,720 

1,820 

2,180 

3.540 


$ 2 . 53 o 

2,270 

2.070 

*. 73 ° 

1,760 

i.9*o 

2,030 

2.300 

2.330 

2.140 

2.280 

2,400 

2,720 

3.540 

2.890 

3-'9o 


double that of the meager income received by 
individuals at the bottom of the depression. If 
the 1950 total is achieved, American business 
can look forward to a consumer market with 
a total purchasing power for goods and serv¬ 
ices more than twice as large as in the worst 
year of the depression, more than 50 per cent 
above the 1929 total and one fifth larger than 
in 1941, the best prewar peacetime year on rec¬ 
ord. (Sec Table 20.) 

a. AVERACE INCOME PER CAPITA AND PER 
CONSUMER UNIT 

Gains in average income over previous years, 
though substantial, are less pronounced than 


for total consumer income. With an estimated 
,950 population of 144-7 million, per capita 
consumer income would be tqfa. This woul 
Ik considerably less both in dollars and pur¬ 
chasing power than the 1944 *« ord of 
hut substantially ahead of any prewar year. 

Compared with 194*. ,hc S ain wou,d bc -* 9 pCf 
cent in current dollars and nearly 12 per cent in 
,944 dollars, while even larger gams would bc 
recorded over 1929. The dollar gain of $ 59 <> 
over 1933 would shrink to $430 "'ben ex¬ 
pressed in dollars of i 9 44 purchasing power 
but 1950 would still represent an advance of 
more than 80 per cent in per capita purchasmg 
power over the worst year of the depression. 
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Ficurf. 4. Estimated Distribution of Con¬ 
sumer Units and Cash Income by Cash Income 
Classes, *935-1936, 1941 and 1950 
Source: Table 21. 

For many purposes—notably in assessing 
demand for housing and household furniture 
and equipment — the “consumer unit*’ is of 
more significance than the individual con¬ 
sumer. Consumer units arc predominantly 
families of two or more, but include also single 
individuals living outside the family circle in 
their own household establishments or as lodg¬ 
ers in hotels, rooming houses or with private 
families. The number of consumer units in 
1950 is estimated at 47.9 million. With $138 bil¬ 
lion of income payments in 1950, average in¬ 
come per consumer unit would amount to 
$2,890 — about $650 less than the 1944 average. 


but $710 more than in 1941, and $540 above the 
average for prosperous 1929. In terms of dol¬ 
lars of 1944 purchasing power, average income 
per consumer unit for 1950 would exceed 1929 
by $360, or 14 per cent, and 1941 by $170, or 6 
per cent. Compared with the worst years of the 
depression, there would be an increase of be¬ 
tween $1,100 and £1,200 in 1944 dollars, or 
around 65 per cent. 

Although both per capita income and in¬ 
come per consumer unit in 1950 would be sub¬ 
stantially higher than in prewar years, the lat¬ 
ter would show less rapid gains than the 
former. With the slackening of the birth rate 
and the decrease in average family size, the 
total number of consumer units has been 
growing at a more rapid rate than the total 
number of consumers, i.c., the population. The 
effect of these differing trends can be seen in 
the estimates for 1950. Per capita income will 
increase 26 per cent during the 1940-1950 dec¬ 
ade, while income per consumer unit will in¬ 
crease only 20 per cent.® 

These trends would be modified somewhat 
after 1950 because of the slower estimated 
growth in the number of consumer units. 
Total population will grow by a little over 7 
per cent, while consumer income should rise 
from $138 billion to $160 billion. Per capita in¬ 
come would increase from $960 to $1,030, or 
by about the same percentage. Meanwhile, the 
estimated number of consumer units will in¬ 
crease by only 5 per cent — from 47.9 million in 
1950 to 50.3 million in i960. (See Table 12.) 
This would result in a gain of more than xo 
per cent in average income per consumer unit 
— from $2,890 to $3,190. 

ft. See Chapter 3 for population estimates. Population is 
expected to prow from 132.5 million in 1940 to 144.7 mil¬ 
lion in 1950. or by approximately 9 per cent, while per 
capita income (in 1944 dollars) was S760 in 1940 and is 
estimated at S960 in 1950 — a growth of 26 per cent dur¬ 
ing the decade. The number of consumer units in 1940 
was 41.9 million (34-9 million private families and 7 mil¬ 
lion single persons not living at home or in one-person 
households) and is estimates! at 47.9 million in 1950. 
This increase of 14 per cent, which is greater than the 
gain in total population, would be accompanied by a 
smaller percentage increase in income per consumer unit 
than in per capita income — from $2,400 in 1940 to 
$2,890 in 1950. or 20 per cent. 
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Income Class 


Total 

Under $500 
500-1,000 
1,000-1,500 
1,500-2,000 
2,000-3,000 
3,000-5,000 
5,000 or over 


Table 21 


Distribution of Consumer Units and of Consumer Cash Income, 
x 935 “ x 93 6 AND x 94 x » W,TH Estimates for 1950_ 


Per Cent 0/ Consumer Units 
1935-1936 ‘ 94 ‘ ‘95 o 


100 

100 

100 

25 

x 5 

11 

28 

18 

16 

20 

16 

x 4 

II 

x 5 

x 3 

10 

21 

21 

4 

11 

17 

2 

4 

8 


Per Cent of Cash Income 
1 935-‘936 1941 ‘950 


100 

100 

100 

5 

2 

2 

*5 

7 

4 

18 

10 

7 

x 5 

x 3 

9 

x 7 

26 

20 

11 

20 

26 

x 9 

22 

3 2 


Consumer 

Units 1950 

Cash 

Income 1950 

(In Millions) 

(In Billions ) 

47-9 

$135.0 

5-3 

2.0 

7-7 

5*7 

6.7 

9.6 

6.2 

xx -9 

10.1 

2 7-3 

8.1 . 

34.8 

3-8 

43-7 


b. distribution of consumer cash income 
IN 1950 

The pattern of income distribution by in¬ 
come classes and between families and single 
individuals and urban and rural consumers 
will be an important determinant of the na¬ 
ture and “quality" of the future consumer mar¬ 
ket for different kinds of goods and services. 
An approximate picture of the probable dis¬ 
tribution of the cash income of consumers in 
1950 can be obtained by "projecting" the re¬ 
sults of a field survey of cash income distribu¬ 
tion in 1941 made jointly by the Bureau of 
Labor Statistics and the Bureau of Agricul¬ 
tural Economics.’ The results of the 1941 sur¬ 
vey show the distribution of all consumer 
units, of families and single individuals, and 
of urban, rural nonfarm and farm consumer 
units and of the cash income received by these 
groups among income classes ranging from 
“under $500" per year to “over $5,000." I he 
percentage distribution of consumer units, 
and of cash income, in 1941 and in I 935 " , 9 'A 


7. The results of iliis survey are pres-nted in llollnim 
7*1 and 7a < of the U.S. Hureau of l-*b*rf StamtKS an- 
Miscellaneous bulletin 520 of the U.S- Department *«* 
Agriculture. These reports provide data obtained lr-in ' ' 
hdd survey of cash income distribution in »9»« ,n ,U,J| 
«nd urban areas conducted jointly by the ab-.se two a»:eii- 
< *». and also a recomputation in terms of cash income - 
the results of a survey of total income distribution m «915- 
*9l6 made by the National Resources Committee. 


compared with the estimated distribution in 
1950, is shown in Table ai # and Figure 4. 

In spite of the fact that we were already 
recovering from the depths of the depression 
at the time the earlier survey was made, it 
showed a fourth of all consumer units receiv¬ 
ing less than $500 cash income and nearly three 
fourths below the $1,500 level. These propor¬ 
tions at the lowest income levels fell sharply by 
1941, and show a further decline by 1950, with 
only 11 per cent below $500 cash income and 
41 ,>cr cent below $1,500. At the other end of 
the income scale, only ifi per cent of all con¬ 
sumer units received more than $2,000111 1935 “ 
1936. as compared with 36 per cent in 194 1 and 
an estimated 46 per cent for 1950. The propor- 
tion receiving over $5,000 cash income dou¬ 
bled between 1935-19^ and 1941 and doubles 
again by 1950, with an estimated S per cent ot 
all consumer units in the highest income group 
in that year. 

The distribution of total cash income among 
income classes shows equally striking changes: 


8. The income distribution results n.ol 
section. in subsections (O J "'* »* | ' _ , 

inclusive. represent adai-atton •»* mctl,.-U 2 nd c 
suits used in a study income distribution I amily In- 
ones O /War Makers, l-ubl.slied by «bc Crowe I- 
OJlier Publishing Co. m May MM* « '» ' * 

Cowell GJlicf study were 1 -cfMte.l by I- I »«Unc D w 
hunt. See Append* S for an explanation ..f Imw tb xe 
estimates were derived. 
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consumer units above the $2,000 level received 
47 per cent of total cash income at the time of 
the earlier survey, as compared with 68 per 
cent in 1941 and 78 per cent in 1950. Measured 
in dollars, the mass market of the future ap¬ 
parently will be the equivalent of the quality 
market of yesterday. With the economy oper¬ 
ating at high levels in 1950, less than half of 
the total number of consumer units — 22 mil¬ 
lion out of 48 million — will receive $106 bil¬ 
lion of cash income — nearly one fifth more 
than all of them received in 1941, the best 
peacetime year on record. 

However, the purchasing power of the 
“1944 consumer dollar" (in which the 1950 
distribution is expressed) is considerably less 
than that of the consumer dollar in 1935-1936, 
or even in 1941. This means that a $2,500 in¬ 
come in 1950 will buy no more than a $2,000 
income in 1941. Moreover, these distributions 
of cash income leave out of account an esti¬ 
mated S3 billion of "income in kind" in 1950, 
and corresponding proportions in the earlier 
periods. Since the great bulk of income in kind 
is received by those in the lowest income classes 
(c.g., food and fuel produced by farmers for 
their own consumption and board and lodg¬ 
ing received by farm workers and domestic 
servants), the pattern of cash income distribu¬ 
tion for each of these periods greatly under¬ 
states the actual income enjoyed by those at 
low-income levels, and thus understates their 
purchasing power for other kinds of goods 
than food and fuel. 

Also, the much heavier personal taxes of the 
future will cut most heavily into the incomes 
of those in the higher income classes. Since the 
8 per cent of consumer units in the “over 
$5,000" cash income class in 1950 will pay the 
hulk of the income taxes, the proportion of 
their incomes available for their own disposi¬ 
tion will be somewhat less than for the middle 
and lower income groups. 

Finally, these distributions in terms of all 
consumer units conceal important differences 
between families and single individuals and 
between urban consumers and those living on 
farms and in rural districts. 


C. INCOME DISTRIBUTION FOR FAMILIES AND 
SINCLE INDIVIDUALS 

The total of 47.9 million consumer units in 
1950 is estimated to include 35.4 million fami¬ 
lies of two or more and 12.5 million single indi¬ 
viduals. Since the single individuals consist 
largely of lower-paid domestic servants and 
farm workers, a considerable part of whose in¬ 
come is paid in kind, and of younger persons 
who have not yet attained higher earning 
levels, there arc striking disparities between 
them and families in average cash income and 
its distribution. With average cash income of 
all consumer units estimated at $2,820 at high 
levels of activity in 1950, the income of families 
of two or more is estimated at nearly $3,300, or 
more than twice the average of $1,470 for sin¬ 
gle individuals. 

For many purposes, however, the median 
income provides a better measure of the “typi¬ 
cal" consumer unit than the average, since die 
latter is raised by the effect of the few very 
large incomes at the upper end of the income 
scale. Median incomes would be about $1,840 
for all consumer units, $2,220 for families and 
$970 for single consumers. 

Although families outnumber single indi¬ 
viduals by less than three to one, they will re¬ 
ceive in 1950 more than six times the total cash 
income received by the latter —Si 17 billion as 
compared with $18 billion. Only 7 per cent of 
the families — but nearly a fourth of the single 
individuals —will be in the "under $500" cash 
income class, whereas nearly a third of the 
families and only S per cent of the single indi¬ 
viduals will have annual incomes of more than 
$5,000. About 10 per cent of the families, or 
five times as large a proportion as for single 
individuals, will receive Ss,oooor more at high 
levels of activity in 1950. (Sec Table 22.) 

The actual contrast between the economic 
status and buying power of these two groups, 
however, is not nearly so striking as these com¬ 
parisons indicate. As mentioned above, a large 
proportion of the single individuals at the low¬ 
est income levels receive a substantial amount 
of noncash income in the form of board and 
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Table 22 


Estimated Cash Income Distribution for Families and Single 
Individuals in 1950 



Families of 2 or More 

Single Individuals 

Income Clots 

Per Cent ol 
Families 

Per Cent of 

Cash Income 

Per Cent of 
Individuals 

Per Cent of 
Cash Income 

Total 

IOO 

IOO 

IOO 

IOO 

f. ; 

Under $500 

7 

I 

24 

28 

0 

13 

500-1,000 

12 

3 

6 

l8 

18 

1,000-1,500 

x 3 

ft 


16 

1,500-2,000 

2,000-3,000 

*3 

24 

0 

20 

10 

5 

18 

17 

3,000-5,000 

21 

27 

2 

12 

5,000 or over 

10 

35 




Source: See Appendix 5. 



lodging—in many eases income in kind 
equals or exceeds their cash income. Then, too, 
on a per capita basis the cash incomes of single 
individuals would exceed considerably the per 
capita income of the individual members of 
family groups. 


d. urban vs. rural incomes 

The urban market for consumers’ goods and 
services will, of course, continue to be far more 
important than the rural market, not only be¬ 
cause there arc many more urban than rural 
consumers but also because their average cash 
incomes arc much higher. Although urban 
consumers constitute less than 59 per cent of 
the 1950 population and about 63 per cent of 
the total number of consumer units, it is esti¬ 
mated that they will receive over three times 
as much total cash income as rural consumers. 

Urban consumer units, on the average, will 
enjoy cash incomes of S3.445—m° rc than 
twice as high as the farm average of $i />35 an< | 
nearly twice the rural nonfarm average of 
$1,880. Because rural families arc larger than 
urban, the actual disparity between the per 
capita incomes of urban and rural consumers 
will be even greater. The estimated urban per 
capita cash income of $1,220 will be almost 


twice that of the rural nonfarm population 
and almost three times the per capita farm in¬ 
A comparison on the basis of median in¬ 
comes shows that the typical urban consumer 
unit, with $2,325, will have more than twice as 
much money income as the typical farm unit 
and considerably more than half again as 
much as the rural nonfarm unit. These com¬ 
parisons of the average and median cash in¬ 
comes of urban, rural nonfarm and farm con¬ 
sumer units arc shown in Table 23. 

These marked differences in the average 
and median incomes of urban and rural con¬ 
sumers are, of course, reflected in radically dif¬ 
ferent patterns of income distribution. In both 

1941 and 1950. » much smal,cr P ro P orl ‘ ,on 0 
urban units is at the lower income levels, and 
a much higher proportion at the upper levels, 
than in the ease of the rural nonfarm and farm 
units. All three groups, however, show pro¬ 
nounced shifts between 194' and 1950 > n the 
proportion of units at the lower and at the 
upper ends of the income scale. More than a 
third of the farm consumer units, and nearly a 
fourth of the rural nonfarm, had cash incomes 
of less than $500 in 194 «• These proportions 
will drop to 23 per cent and 16 per cent, respec- 
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Table 23 


Estimated Urban-Rural Cash Income Comparisons for 1950 



Total 

Urban 

Rural Nonfarm 

Farm 

Population 

Number (In Millions) 
Per cent of total 

144.7 

100.0 

84.6 

58.5 

29-4 

20.3 

30*7 
21.2 

Consumer units 

Number (In Millions) 
Per cent of total 

47-9 

100.0 

30.0 

62.6 

10.0 

20.9 

7-9 

16.5 

Cash income 

Amount (In Billions) 

Per cent of total 

$1350 

100.0 

$103.3 

76.5 

$18.8 

I3.9 

$12.9 

9.6 

Average cash income 

Per capita 

Per consumer unit 

S 935 

$2,820 

$1,220 

$ 3,445 

$640 

$1,880 

$420 

$1,635 

Median cash income 

Per consumer unit 

$1,840 

$ 2,325 

$1,380 

$1,020 


Sources: For population and consumer units, see Chapter 3: for estimated cash income distribu¬ 
tion among urban, rural nonfarm and farm consumer units, see Family Incomes & Postwar 
Markets. Crowcll-Collier Publishing Co.. May 1944. and Appendix 5. 


tivcly, by 1950. Only 8 per cent of the urban 
units were below $500 in 1941, however. This 
proportion will fall to 5 per cent by 1950. By 
1950, only 29 per cent of all urban consumer 
units will be below the Si.500 cash income 
level, as compared with 54 per cent of the rural 
nonfarm, and 65 per cent of the farm, con¬ 
sumer units. 

The changing proportions and the dispari¬ 
ties at the upper income levels are equally 
striking. A third of the urban units will be 
above the $5,000 level in 1950, but only 13 per 
cent of the rural nonfarm and 11 per cent of 
the farm units will be above that level. All 
three groups show marked gains from 1941, 
however — urban units above the $5,000 level 
rising from 19 per cent of the total, and rural 
nonfarm and farm units rising from 6 per cent. 

From the standpoint of the distribution of 
money income in 1950, there is also a heavy 
concentration at the highest income level, with 
39 per cent of urban cash income going to 
consumer units having more than $5,000 of 
cash income. The heaviest concentration for 


rural units will be in the $2,ooo-$3,ooo group, 
with 23 per cent of both farm and nonfarm in¬ 
come in this income class. Almost as large pro¬ 
portions, however, will be received by con¬ 
sumer units in the $5,ooo-$5,ooo income group 
— 21 per cent of rural nonfarm cash income 
and 22 per cent of farm income. 

These comparisons, shown in greater detail 
in Table 24, leave no doubt as to the dominat¬ 
ing importance of urban consumers in the fu¬ 
ture market for consumption goods and serv¬ 
ices. It should be emphasized again, however, 
that these distributions on a cash income basis 
tend to understate the economic status, and the 
buying power for many kinds of goods, of 
consumer units in the lower income classes, 
particularly those living on farms and in rural 
districts. This is partly because these lower in¬ 
come groups include a larger proportion of sin¬ 
gle individuals and partly because rural con¬ 
sumers receive substantial amounts of noncash 
income in the form of food, fuel, board and 
lodging.® 

9. These rough estimates of consumer cash income dis- 
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Table 24 

Estimated Percentage Distribution of Urban and Rural ConsumerTJnits in 1941 
AND 1950 AND OF CASH INCOME IN I95O, BY CASH INCOME GROUPS_ 


Per Cent of Consumer Units 


Per Cent of 
Cash Income in /950 


Urban 


Income Class t94‘ 


10 SO 


Rural Nonfarm 

1941 1950 


Farm 


1941 


1950 


Rural 

Urban Nonfarm 


Farm 


Total 

100 

100 

100 

100 

100 

100 

100 

100 

Under $500 

8 

5 

24 

16 

V A 

35 

23 

26 

1 

2 

3 

9 

500-1,000 

1,000-1,500 

1,500-2,000 

15 
*5 

16 

12 

12 

*3 

24 

22 

12 

*9 

*9 

*7 

|6 

14 

11 

9 

16 

10 

14 

5 

7 

*9 

M 

17 

23 

2,000-3,000 

27 

25 

I Z 

V A 

* 

4 

8 

27 

21 

3,000-5,000 
5,000 or over 

*4 

5 

22 

11 

5 

1 

I O 

3 

2 

3 

39 

*3 


100 

5 

12 

M 

11 

23 

22 

*3 



4 . Wartime Savincs and Consumer Demand 

This survey makes no attempt to predict the 
fluctuations in national income or in the 
amount and kinds of goods consumers will 
buy during the transition years through the 
remainder of the decade. However, it has been 
assumed that readjustment of the war-dis¬ 
torted economy will be completed before the 
end of the present decade, so that 1950 will he 
a year in which the economy has resumed a 
"normal" peacetime pattern. This implies, so 
far as durable and other types of consumption 
goods are concerned, that the pent-up demands 
arising from war-created shortages will have 
been supplied — with the probable exception 
of housing. 

With the unexpectedly early end of the war 

uibution under the auumed condition* «»f Urn » ur ' cv ,o: 
'950 are preicntcd for their possible mt.rc*» in apl'""'"* 
future markets. They have not been used as a basis l« 
estimating total expenditures for various elassss •* «•» * 
sumption goods and services. The nutl.-l use.l »«•» *«* • 
projections (see Chapter 5 Appcmlm 9 > •' UjM *’ * 
P*« trends and relationships for 61 separate consul..,*..*, 
eapenditure item* and disposable income. litis «I 
•"ng-urm "lime trends” when such trenrls arc appal, n - 
Thu method automatically reflects the fact that the h.glicr 
of consumer income assumed for the future win 
f ««urily involve an upward adjustment in «l* * 

t*"! of income among consumer units. 


and rapid completion of reconversion, the 
transition period in consumers’ goods will ob¬ 
viously be over well before the end of the dec¬ 
ade. Some of the most acute shortages, such as 
lower-priced radios, were partially supplied 
within a few months after the war s end. 
Even in automobiles, the industry will have 
achieved capacity operation by the end of * 947 . 
with every prospect of supplying all accumu¬ 
lated requirements during the subsequent two 
or three years. The estimated magnitude and 
character of these accumulated shortages o 
various kinds of consumer goods are discussed 
in subsequent chapters of this report. 

One factor that will exert a powerful influ¬ 
ence in translating this "backlog of shortages 
into market demand during the transition pe¬ 
riod is the unprecedented accumulation ol 
liquid savings in the hands of consumers. 
These large wartime savings, resulting from 
the heavy wartime volume of government 
deficit financing, coupled with effective price 
and rationing controls, provide a backlog of 
purchasing power which can he drawn upon 
by individual consumers, irrespective of tem¬ 
porary fluctuations in employment and in¬ 
come during the next few years. 
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Table 25 

Estimates by Securities and Exchange Commission and Department of Commerce 
of Amounts Saved by Individuals, 1940-1946 


{In Billions) 



•940 

1941 m 

* 94 * 

‘943 

‘944 

‘945 

‘946 

Type of savings (SEC) 

Currency and bank deposits 

S 30 

$ 5.0 

$11.0 

S16.O 

0.6 

6.9 

13.8 

$16.7 

0.8 

8.2 

14.9 

A 

$19.5 

T T 

$i 3 °* 

1.0* 

6 - 4 * 

o.6* 

Savings and loan associations 

0.2 

°J 

°-3 

I .1 

8.8 

9-3 

Insurance and pension reserves 

Securities** 

2.9 

-0.2 

3.8 

2.9 

4.9 

10.0 

Nonfarm dwellings® 

*•7 

2.1 


x -3 

0.8 

0.7 

O 

0.6* 

Autos and other durable consumers’ goods 

8.8 

10.8 

7.6 

6.6 

7.2 

8.0 

X0.2* 

Liquidation of debt* 

-1.1 

-0.6 

2.9 

1.0 

- 0*4 

-0.8 

-x-6 m 

Total gross savings by individuals (SEC) 

* 5-3 

24.4 

38.2 

46.1 

48.2 

46.5 

3 <M“ 

Gross savincs minus autos and other durable „ 

goods (SEC) 

6.5 

13.6 

30.6 

39-5 

41.0 

3»-5 

20.2- 

Net savines of individuals (Department of Com- 

w - — 

mercc) 

7-3 

14.2 

28.6 

33-3 

3»-9 

35-3 

19.0* 


Sources: Securities ami Exchange Commission. Release No. 

766. Scpccmbcr 29. 1946. p. 3. and Department of Com¬ 
merce. Survey 0/ Current Business. January 1946, p. 4. 

May 1946. P- 7 - 

a. Annual estimates based on first half of 1946. 

b. Does not include net purchases by brokers and deal¬ 
ers or by other individuals financed by bank loans. 

c. Savings — purchases (new construction of one- to 
four-family nonfarm homes less net acquisition of proper¬ 
ties by nonindividuals) minus change in debt. 

d. Purchases. Based on Department of Commerce data. 


The figures include all new passenger cars sold in the 
United States. 

e. Largely attributable to purchases of automobiles and 
other durable consumers’ goods, although including some 
debt arising from purchases of consumption goods. The 
other segments of individuals’ debt have been allocated to 
the assets to which they pertain, e.g., saving in savings and 
loan associations, insurance, securities and homes. 

f. Seasonally adjusted annual estimate based on first 
quarter of 1946. 

Note: Discrepancies in additions arc due to rounding. 


Savings of Individuals 

Although information on the composition 
and ownership of savings and on their degree 
of liquidity leaves much to be desired, fairly 
satisfactory estimates of the annua! volume of 
savings of individuals during the war years 
are available. The "net savings of individuals," 
as estimated by the Department of Commerce 
as part of its current analysis of national in¬ 
come, amounted to S7.3 billion in 1940 — a 
larger amount than in any year of the preced¬ 
ing decade but considerably less than the 1929 
total of SS.8 billion. In 1941, “individuals" — 
including farmers, professional men and own¬ 
ers of unincorporated business as well as con¬ 
sumers— saved $14.2 billion, and their savings 
doubled again to $29 billion in 1942. A further 


rise to $33 billion occurred in 1943 and to al¬ 
most $40 billion in the peak year 1944. Even in 
1945, despite the decline in national income 
in the second half of the year, individuals’ sav¬ 
ings were estimated by the Department of 
Commerce at approximately $35 billion. Total 
savings of individuals during the five years 
from 1941 to 1945, therefore, amounted to 
about $150 billion. This vast accumulation 
was further augmented in 1946, although indi¬ 
viduals’ savings in that year were only half 
the peak 1944 volume. 

The Department of Commerce estimates arc 
in fairly close conformity with estimates pre¬ 
pared on a somewhat different basis by the 
Securities and Exchange Commission, as can 
be seen from Table 25. The Commission pub¬ 
lishes quarterly and annual estimates of the 
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total of “gross saving by individuals" as well 
as of the principal categories of individuals’ 
savings, such as currency and bank deposits, 
insurance and pension reserves, purchases of 
securities and dwellings, and liquidation ot 
debt. The “gross savings" total exceeds the 
Commerce total for “net savings" chiefly be¬ 
cause the Commission total includes money 
spent by individuals for the purchase of auto¬ 
mobiles and other durable consumers’ goods. 
After deducting these latter expenditures, 
which are not generally, regarded as savings, 
from the Commission’s gross totals, the result¬ 
ing figures are roughly comparable with the 
Commerce estimates of “net savings of indi¬ 
viduals.” Thus adjusted, the Commission esti¬ 
mates show a steady rise from $ 6-5 billion in 
1940 to $41 billion in 1944. wilh a smaU dc ' 
dine to $38.5 billion in i 9 45 - The total for the 
1941-1945 period comes to $163 billion, or 513 
billion more than the Commerce total for the 
same period. 


increase of disposable income, it is interesting 
to speculate on the volume of savings that 
would have been accumulated during 1941- 
I9 45 if such a tendency were assumed. On the 
assumption that individuals would normally 
save about 11 per cent of a disposable income 
of $80 billion, and with an increase of one per 
cent for each additional $io billion of dispos¬ 
able income, the hypothetical normal savings 
of individuals for the first half of the present 
decade would amount to nearly $92 billion. 10 
Thus, even on the extreme (and probably un¬ 
warranted) assumption that the proportion of 
income saved would increase steadily with ab¬ 
solute increases in disposable income, the sur¬ 
plus of actual wartime savings over "normal" 
savings amounted to some $60 billion at the 

end of I 945 *" . , t ,, 

That the great bulk of individuals wartime 

savings was in liquid form and thus readily 
convertible into demand for goods during the 
transition i>criod is evident from the Commis¬ 
sion’s estimates in Table 25. In the peak year 


" Surplus” Savings 

On the basis of either the Commerce or the 
Commission estimates, it is clear that the an¬ 
nual amounts saved by individuals during the 
first half of this decade were greatly in excess 
of what they would have been under normal 
peacetime operation of the economy. If 
mal annual savings during the ! 94 l-, 945 i K ' 
riod were considered to be $10 billion—more 
than $1 billion above the 1929 andmuch 
larger amount than in any subsequent year ‘ip 
to 1941-the “surplus” savings at the end ol 
1945 would exceed $100 billion. In the booin 
year 1929, individuals saved $K.8 billion. <*r 11 
per cent of their disposable income of $ 79-6 
billion. Applying this percentage to disposal) c 
income during the first half of the present dec¬ 
ade, "normal" savings of individuals for t ic 
five years would total W» billion —which 
would indicate surplus savings of $*5 billion 
or more. 

Although there is no evidence of a consist¬ 
ent tendency for the proportion of disposable 
income saved to increase pari passu with the 


See Appendix 4 . Table A. In >«“ of 

•I,"level employment. in.l.v..lual» med about in P« 
ol tl.eir avcMKc disputable income «'( aUmt $73 
n In o 4 . a year ol "lull employment." »v.n«» 
touilicd tu M pei cent ol a disable income ol neatly 
billion. Assuming further mc.e.iscv ol a ^ 

in the tMopnftion saved lot cacli iiurcasc ol $i«* billmii 
d^nlbk income, -be hypothetical amounts saved 

JJ 7 billion* 17 per cut of i*M 4 di*|«.table imotiie ol 

mull ... . I>>.. . ""•■ l 

<•".. kh '"“Xuuu'lV.S uShS.T 

... 

k , j,„| the I—..I mu..:. "«!" 

.. 
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1944, individuals saved nearly $17 billion in 
the form o£ currency and bank deposits, while 
an additional $15 billion represented purchases 
of securities, predominantly Savings Bonds 
and other United States Government securi¬ 
ties. Over the five-year period from 1941 to 

1945, the total accumulation in these highly 
liquid forms amounted to nearly $120 billion, 
with some further increase in 1946. 

Consumers’ Liquid Reserves 

The proportion of these wartime savings of 
individuals held by “individuals” as consum¬ 
ers and in their capacity as the owners of unin¬ 
corporated businesses cannot be determined 
with accuracy. In “Present Savings and Post¬ 
war Markets,” 15 Sumner H. Slichtcr con¬ 
cluded that more than 90 per cent of the 1942 
total consisted of personal rather than business 
savings. Roughly the same proportion would 
probably apply to the accumulation of indi¬ 
viduals’ savings for the entire 1941-1945 pe¬ 
riod. In that event, consumers’ savings at the 
end of 1945 amounted to at least $135 billion 
in excess of the amount in their possession 
five years earlier. 11 If, as seems probable, 
about three fourths of this total was in liquid 
form, it would mean that consumers had avail¬ 
able over $100 billion of cash, or its vir¬ 
tual equivalent, which they might seek to use 
in the purchase of goods and services. This re¬ 
serve of purchasing power is larger by nearly 
half than what consumers actually spent for 
goods and services in 1041 — our most prosper¬ 
ous prewar year — and almost as large as the 
record volume of consumer expenditures in 
the boom year of 1945. 

Regardless of whether consumers may wish 
to spend promptly a considerable proportion 
of their huge wartime accumulation of liquid 
reserves, they will be unable to do so as a 
group, in any substantial degree, except to the 
extent that government debt is retired (with- 

w. Sumner II. Slkhtcr. Harvard Bnnne/t Review. Au¬ 
tumn 194 J. |'P> 46. 4 #. 

it- on (tic* Commerce estimate of Si50 billion 

uvinc' of individuals lor 1941 — 1945. This total is Si \ 
billion less than the comparable Commission estimate for 
ihc same period. 


out being offset by an increase in private debt). 
In other words, these liquid assets can be spent 
— or otherwise made to decrease — only by a 
reversal of the process of government deficit fi¬ 
nancing by which they were originally brought 
into existence. In so far as the federal govern¬ 
ment operates at a deficit, it must of course 
borrow, thereby increasing liquid assets in the 
hands of individuals and corporations; and 
the total of these liquid assets will diminish 
only to the extent that future budget surpluses 
will result in the retirement of government 
debt and the consequent reduction of savings. 
These relationships arc made clear in an ex¬ 
cellent article on “Wartime Savings and Post¬ 
war Markets" by S. Morris Livingston.'* 


14. Survey 0/ Current Butineu. September 1943. Point¬ 
ing to the inflationary dangers inherent in any large-scale 
effort to use liquid reserves to purchase goods during the 
readiustment period after the end of war. he says: 

"In any period the total sales value of the national out¬ 
put of goods and services is equal to the income payments 
to individuals for their contribution to this production, plus 
business taxes, plus the funds retained by business as re¬ 
serves ami undistributed profits. There is no way in which 
the sales value of goods available for purchase can exceed 
the sum of these three items. If Government spends more 
than its tax receipts, business must spend less than its re¬ 
serves and undistributed profits, or consumers must save 
an equivalent part of their income. If business chooses to 
spend on producers' goods (including inventories) more 
than it has set aside out of current receipts in the form of 
reserves or undistributed profits, it can only do so as Gov¬ 
ernment or consumers spend less than their income. Simi¬ 
larly, consumers can spend more than their income only 
to the extent that producers and Government spend less 
than their part of the gross income. 

“If, because of wartime savings, consumers demand 
more goods than they would otherwise demand after the 
war. and if producers increase their output to meet this de¬ 
mand. there will be a corresponding increase in the com¬ 
bined income of consumers, producers, and Government. 
Producers and consumers together can utili/.e wartime sav¬ 
ings to buy goods after the war only to the extent that 
Government spends less than its income. 

"If the physical volume of production is not great 
enough to meet this demand, there can. of course, be an 
inflation resulting from a frantic attempt to buy more 
goods than arc available, but the increase in prices of goods 
would still be balanced by a corresponding increase in the 
combined income of consumers, producers, and Govern¬ 
ment. The funds available out of current income for the 
purchase of these goods will still equal the sales value of 
all the goods produced. If. during any period, one of the 
three groups succeeds in drawing on its past savings the 
other two must set aside an equal amount out of their cur¬ 
rent income in that period. 

"Inflation would leave the reserves of liquid assets in¬ 
tact except to the extent that it might result in an in¬ 
creased Government surplus. There might be important 
shifts in these reserves as between various classes of con¬ 
sumers or between consumers and producers. The 
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If an inflationary spiral can be avoided, this 
large liquid reserve of buying power, espe¬ 
cially in so far as it is held by the middle and 
lower income groups, can provide a continu¬ 
ing stimulus to consumer buying, not only in 
the transition years but over a much longer pe¬ 
riod. For the average consumer, the largest re¬ 
serve against a rainy day he has ever had will 
be a powerful incentive for him to spend more, 
and save less, than he would otherwise. In 
other words, the existence of these enormously 
increased reserves should increase the "pro¬ 
pensity to consume" and reduce the "pro¬ 
pensity to save.” This would be particularly 
true for the middle and upper income groups, 
who hold the bulk of the wartime savings. 

These enormous holdings of liquid assets 
in the hands of consumers arc further aug¬ 
mented by large accumulations of cash or its 
equivalent held by corporations and unincor¬ 
porated businesses. Taken together, they con¬ 
stitute a serious inflationary threat; but if this 
danger can be avoided, “the enormous accu¬ 
mulations of liquid assets give American busi¬ 
nessmen a far greater opportunity than they 
have ever had to determine the demand for 
goods and hence the level of employment by 
developing new and better products and by 
improving their price policies and their mar¬ 
keting methods. This unusual opportunity 
may not last indefinitely, but it will exist to an 
unusual extent for five to ten years after the 
war. ,,, • 


5. Basic Assumptions of Tims Survey 
It is now possible to present a brief summary 
°f the underlying assumptions and basic sta 
tistical estimates that provide the quantitative 
framework for this survey of future needs am: 
resources. Since the survey looks beyond tin 

transition period to assumed conditions ol 


Un ' P«nt. however, is that inflaiion rcluvcs il* |.o».l.4 
P j ,WCr rc * rvc » accumulate*! '-ut **f |».i't j'mI 

U*'cfore. their adequacy as |>i.*te<ti*.n Jtfaimt Imurc con 
ungeocic*. This destroy tl»eir value, and then inllu*n<r on 
U * "P'ncl'iurc-decisions of consumers. |ust as clle.tn'ls 
** “““ih the dollar amounts were «J»*i|ul«*l " 

•S- Slichter, op. cit.. p. 72. 


high-level activity in the future, basic statistical 
estimates arc presented for the years 1950 and 
i960. (See Table 26.) 

The total number of consumers, or the popu¬ 
lation, will rise from 132.5 million in 1940 to 
144.7 million in 1950 and to 155.1 million in 
i960, on the assumption of "medium mortal¬ 
ity” and “high fertility." In accordance with 
past trends, the urban and rural nonfarm 
population will grow more rapidly than the 
population as a whole, while the farm popula¬ 
tion will continue its slow decline. The num¬ 
ber of families, and of consumer units, will 
continue to grow more rapidly than the total 
population, reflecting the aging of the popula¬ 
tion and the smaller average family size. It is 
estimated that families of two or more persons 
will number 35.4 million in 1950 and 39 mil¬ 
lion in i960, compared with 31.3 million in 
1940. (Sec Chapter 3.) 

The size of the labor force has been esti¬ 
mated at 60 million in 1950 (which is the Cen¬ 
sus estimate of the "normal" labor force modi¬ 
fied to take account of war casualties) and at 
63.4 million in i960, compared with 54.4 mil¬ 
lion in 1940. Past experience justifies the as¬ 
sumption of “normal" unemployment averag- 
ing 5 per cent of the labor force, so that the 
average number of persons at work has been 
estimated at 57 million in 1950, or 10 million 
more than the 46.9 million who had jobs in 
1940. 

The estimate of the average number at 
work in 196*1 is 60.2 million. With the likeli¬ 
hood of a further decline in standard working 
hours and the extension of the practice of 
granting annual vacations, it is estimated that 
the length of the average work-week will con¬ 
tinue its long-term decline, by falling from 43 
hours in 1940 to 40.X hours in 1950 and to 37.7 
hours in i960. This would mean a rise in total 
“labor input" from 104.9 billion man-hours for 
1940 to 120.9 billion in 1950 and a slight decline 
10 1 iX billion in i960. (See Chapters 2 and 22.) 

What these amounts of "labor input" would 
mean in terms of total net output, or national 
income, in 1950 and i960 dc|>cnds on the pro- 
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Table 26 


Basic Assumptions for 1950 and i960 Compared With 1940 
(Dollar Figures in Billions) 

1940 1950 *9<>o 


Population {In Millions ) 

Urban 
Rural farm 
Rural nonfarm 
Consumer units (In Millions) 

Families of a or more 
Single individuals 

“Private” families 
Lodgers 

Labor force (In Millions) 

Unemployed 

Employed 

Average weekly hours 

Total man-hours per year (In Billions) 


132.5 

144.7 

155. 1 

74-8 

84.6 

92.5 

3°-4 

29.4 

28.4 

27.2 

30-7 

34-2 

4 x -9 

47-9 

50.3 

Yol 

35-4 

12.5 

39-o 

11.3 

34-9 

39-9 

44-3 

7.0 

8.0 

6.0 

54-4 

60.0 

63-4 

7-5 

3-o 

3-2 

46.9 

57.0 

60.2 

43.0 

40.8 

377 

104.9 

120.9 

118.0 


Output per man-hour 
National income 

Gross national product or expenditure 
Consumer expenditures 

Government expenditures for goods and services 
Private gross capital formation 
Construction and capital equipment expenditures 
Private 

Public . _ 

Source/: For population and consumer unit*. Chapter 3. 
Tables 12. 13. and text: lor labor force, unemployed, 
employed, average weekly hours, total man-hours per 
year and output per man-hour. Chapter 2. Tabic 3 and 
Appendix 3: for national income, gross national prod- 


1940 1944 ‘940 1944 

Prices Prices Prices Paces 


74-o* 

87-5# 

xx 5-5* 

x °3-4* 

x 36-5* 

$77.6 

$106.0 

$140.0 

$122.0 

$161.0 

97.1 

134.0 

176.9 

153.0 

202.0 

65.7 

88.0 

116.2 

101.7 

134-2 

16.7 

26.6 

35* 

28.8 

38.0 

14.8 

*9-4 

25.6 

22.5 

297 

13.8 

21.0 

277 

25.0 

33-o 

11.2 

16.7 

22.1 

19.6 

25.9 

2.6 

4-3 

5.6 

5-4 

7- x 


uct or expenditure, consumer expenditures, government 
expenditures for goods and services, private gross capital 
formation, and construction and capital goods expendi¬ 
tures. Table 18. 

Note: Discrepancies in additions arc due to rounding. 


ductivity of labor in those years. Average out¬ 
put per man-hour (i.c., national income di¬ 
vided by total man-hours) amounted to 74 
cents in 1940. On the assumption that produc¬ 
tivity will continue to increase at the average 
rate of 18.2 per cent, which has prevailed over 
the past several decades, output per man-hour 
in 1950 would be 87.5 cents (in 1940 prices) 
and $t-03 in i960. This would mean a national 
income of about S106 billion in 1950 and of 


S122 billion in i960, compared with $77.6 bil¬ 
lion in 1940. Gross national product on the 
basis of past relationships between it and na¬ 
tional income would amount in 1950 to $134 
billion (in 1940 prices; $177 billion in 1944 
prices) and in i960 to $153 billion (or $202 
billion in 1944 prices), compared with $97 bil¬ 
lion in 1940. (See Chapter 2.) 

It is estimated that the $134 billion of gross 
national product, or grass national expendi- 
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turc, for 1950 will comprise 588 billion of con¬ 
sumer expenditures, $26.6 billion of govern¬ 
ment expenditures for goods and services (i.e., 
excluding transfer payments) and $19.4 billion 
of private gross capital formation. The i960 
gross national product of $153 billion would 
comprise $101.7 billion consumption expendi¬ 
tures, $28.8 billion government expenditures 
for goods and services and $22.5 billion of pri¬ 
vate gross capital formation. These amounts 
compare with a 1940 gross national product 
consisting of $65.7 billion of consumers’ ex¬ 
penditures, $16.7 billion of government ex¬ 
penditures for goods and services and $14.8 
billion of private gross capital formation. Total 
public and private expenditures for capital 
goods are estimated at $21 billion for 1950 and 
$25 billion for i960, compared with $13.8 bil¬ 
lion in 1940. (See earlier sections of this chap¬ 
ter, especially Table 18.) 

These data, of course, are in no sense predic¬ 
tions of what employment, gross output, na¬ 
tional income and expenditures will actually 
be in 1950 and i960. To attempt such a fore¬ 
cast at this time would be as difficult and fool¬ 
hardy—and as unlikely to be successful —as 
an attempt at the end of World War I to pre¬ 
dict what the levels of employment and na¬ 
tional output would be in 1924 and in 1934- 


The statistics in Table 26 are intended to rep¬ 
resent a judgment as to what we might rea¬ 
sonably expect in terms of employment, work¬ 
ing hours, output and expenditures in 1950 
and i960 if our economy is operating at a stable 
high level of activity in those years, as in the 
last half of the decade of the i92o’s. This 
docs not mean operation of the economy under 
forced draft, as at the high level of the war 
effort, or a hypothetical “all-out capacity out¬ 
put." The measurement of what we could 
produce with “all-out" use of all our human 
and material resources has important func¬ 
tions, but for the purposes of this survey it has 
seemed more reasonable to assume a level of 
demand and consumption of goods and serv¬ 
ices that would correspond with our actual 
“best performance" over a period of several 
years in the past than one that would be only 
theoretically attainable. 

The estimates of national income, gross na¬ 
tional product and expenditures in Table 26 
were originally derived in terms of 1940 prices, 
and the various groups of consumer, govern¬ 
ment and capital expenditures are discussed in 
terms of 1940 dollars in subsequent chapters of 
this report. In Chapters 15,16 and 26, however, 
brief summaries arc presented in terms of the 
32 per cent higher price level of 1944. 
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CONSUMER REQUIREMENTS 



CHAPTER 5 


CONSUMER SPENDING PATTERNS 


Looking beyond the transition period, this 
survey has assumed that at high levels of activ¬ 
ity and employment in 1950 we can expect total 
consumers’ expenditures amounting to $88 bil¬ 
lion at 1940 prices, or to $116 billion in 1944 
dollars. This total would mean a much larger 
physical volume of goods and services pur¬ 
chased by consumers than in any prewar year. 
The increase over 1941, our most prosperous 
prewar year, would amount to 25 per cent 
(consumer expenditures in 1941 amounted to 
$74.6 billion in current prices, or to about $93 
billion valued in 1944 prices). The 1950 total 
would be nearly 20 per cent greater than the 
wartime record of $97.6 billion consumer ex¬ 
penditures in 1944 in spite of the survey as¬ 
sumption that national income and gross na¬ 
tional product will be much less in i9>o.‘ Be¬ 
cause of the continued growth in population 
and in the number of consumer units, com¬ 
parisons on an average or per capita basis 
would show more moderate gains, but the 
1950 volume would still represent a substan¬ 
tially higher level of material well-being than 
American consumers ever enjoyed before 
World War II. 

Further gains in the standard of living 
would be achieved by i960 according to this 
survey’s assumptions. Total consumer ex¬ 
penditures of $102 billion in 1940 prices, and 


By I. Frederic Dewhurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey, prepared in collaboration with 
A. Benjamin Handler, Assistant Research Di¬ 
rector. Louis J. Paradiso, of the stafT of the Bu¬ 
reau of Foreign and Domestic Commerce, U.S. 
Department of Commerce, served as consultant 
in the preparation of certain material for this 
chapter, but is not responsible for the opinions ex¬ 
pressed therein. 


$134 billion in 1944 prices, can be expected at 
high levels of activity in i960. Since this in¬ 
crease of 16 per cent over the 1950 volume 
would be accompanied by advances of only 7 
per cent in population and 5 per cent in the 
number of consumer units, it would mean a 
further advance in the average consumption 
of American families and consumers. 

How will consumers use these larger totals 
in buying various kinds of goods and services? 
With a higher average level of consumers’ in¬ 
comes and an upward shift in the income dis¬ 
tribution of families and consumer units, how 
will the allocation of expenditures for food, 
clothing, housing and household operation, for 
personal transportation and recreation, for 
medical care and for religious and educational 
needs be afTcctcd? During the war these ques¬ 
tions lost their significance, for there was a 
"shortage of everything but money." Consum¬ 
ers were glad to buy what they could get, and 
businessmen were able to sell almost anything 
they could offer. The whole economy was dis¬ 
torted by the disappearance of many types of 
consumption goods from the market; while 
the total currently available supply was far less 
than consumers would have been able to buy 
with their expanded money incomes. 1 hese 
abnormalities have continued, and in some 
respects been accentuated, during the imme¬ 
diate postwar period. But with the return to a 
more competitive situation and the restoration 
of a better adjustment between supply and de¬ 
mand, consumer choice will again become the 
major influence in determining the pattern of 
consumption expenditures. 


1. See Table 18 an«l A|»j*eiuli* 4. Tabic A. The larger 
volume of consumer expenduurcs .n « 95 «* •" ******* 
national income smaller than in i 9 44 w,l be due lo He 
much smaller volume of personal laxes and of individuals 
savings assumed for 195°- 
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x. Consumption Trends: 1909-1941 

This means that the experience of the pre¬ 
war years, rather than the war years, provides 
the best basis for estimating the probable dis¬ 
tribution of consumption expenditures in 1950 
and i960. However, both the dollar amounts 
and the proportion of total expenditures de¬ 
voted to the purchase of the major classes of 
consumption goods and services have varied 
widely in past years due to a multitude of in¬ 
fluences which are extremely difficult to isolate 
and measure. Some of these influences can be 
illustrated in Table 27, which shows past 
trends in dollar outlays and the percentage of 
total outlays for the nine major classes of con¬ 
sumption expenditures. 2 These nine groups of 
consumption goods and services, each of which 
is discussed separately in a subsequent chapter 
of this report, comprise (1) food, liquor and 
tobacco, (2) clothing, accessories and personal 
care, (3) housing and utilities (i.e., fuel, water, 
gas, electricity), (4) household equipment and 
operation, (5) consumer transportation, (6) 

a. By definition, the tool dollar volume of “consump¬ 
tion expenditures," discussed in this chapter anil shown in 
Tabic 27 and Appendix 6, should be virtually identical 
with the dollar volume of "consumer expenditures," dis¬ 
cusses! in Chapter 4 and shown in Appendix 4. Examina¬ 
tion of data for 1929-1941, however, shows that total 
"Consumption expenditures." as estimated by the Depart¬ 
ment of Commerce, have consistently exceeded the De¬ 
partment's estimates of "consumer expenditures" by 
amounts ranging from Si billion to $10 billion, or from 
5 to 17 per cent of consumer expenditures. The disparity 
between the two series has been steadily declining, how¬ 
ever; during 1916-1941 the average difference was less 
than 7 |>cr cent. The differences In-tween the two series 
ill past years arc impossible to reconcile or adjust, for the 
two estimates have been derived in different ssays: con¬ 
sumption expenditures as the aggregate of indisidua! esti¬ 
mates of purchases of s|hciAc types of consumption goods 
anil services; consumer expenditures as a “residual item" 
in the Department's annual analyses of national income 
distribution. 

Estimates presented in this survey for 1950 and 1960 
are based on the assumption of an identity between con¬ 
sumption expenditures and consumer expenditures in 
those years. This means that comparisons with previous 
years should not be made without recognizing the past 
disparity between the two scries. This survey's 19S0 esti¬ 
mate of $XH billion “consumption-consumer expendi¬ 
tures," for example, is alx.ut one fourth larger than the 
Department's estimate of $71 billion contnmptinn ex¬ 
penditures in 1940, but about one third larger than its es¬ 
timate of $66 billion consumer expenditures in that year. 
Comparisons throughout the remainder of this chapter arc 
in terms of consumption expenditures. 


medical care, insurance and death expenses, 
(7) recreation, (8) private education, and (9) 
religion and private social welfare. 

Over the entire period of nearly a third of 
a century, total consumption expenditures, 
measured in current dollars, nearly trebled; in 
dollars of constant purchasing power, the total 
increased by more than 75 per cent between 
1909 and 1941. Although all of the nine groups 
of goods and services gained, the increase in 
some cases was much more than in others. Of 
the four major expenditure groups, food, 
liquor and tobacco accounted for somewhat 
more than a third of the total in the early years 
of the period, and somewhat less than a third 
in the later years. This long-term trend is not 
surprising, for as total incomes and expendi¬ 
tures rise, the proportion devoted to necessities 
tends to decline. Hut the intermediate fluctua¬ 
tions in food purchases cannot be explained by 
this alone. With the sharp decline in total con¬ 
sumption expenditures from 1929 to 1933, the 
proportion spent for food might be expected 
to increase. Actually, the proportion declined, 
not because food consumption markedly de¬ 
creased during the depression but because food 
prices fell much more sharply than consumer 
incomes or total consumption expenditures. 

Expenditures for clothing and personal care 
maintained a fairly stable proportion of the 
total throughout the period, except for a rise 
due to exceptionally high prices immediately 
after World War 1 . Here the steady trend ap¬ 
pears to reflect a minor decline in outlays for 
staple articles of clothing, due in part to price 
declines, coupled with a rising expenditure 
trend for such “luxury" items as sports clothes, 
cosmetics and beauty parlor services. 

Although the proportion of housing ex¬ 
penditures shows a marked decline over the 
entire period—from nearly a fourth of the total 
in the early years to about a sixth in 1941 —the 
intermediate fluctuations reflect the special in¬ 
fluence of price movements. The rising pro¬ 
portion in the early depression years not only 
reflects the necessitous nature of these expendi- 
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Table 27 

Consumption Expenditures by Major Groups, 1909-1941 


Total 


Current 1940 1 944 

Year Prices Prices Prices 

(In Billions) 

1909 $28.8 $43.2 $57.0 

> 9»4 33-4 466 61.5 

1919 60.8 48.9 64.5 

1921 56.0 44.0 58.0 

1923 66.8 54.9 7 2 -5 

1925 70.9 367 74 - 8 

1927 74.5 60.2 79.4 

1929 80.3 65.7 86.6 

1930 72.6 60.9 80.4 

1931 62.7 578 763 

* 93 2 5°-5 5 >- 8 68 4 

*933 4 6 -5 504 666 

>934 5 > *9 54-3 7 >- 8 

>935 564 57 - 6 7 6 - 0 

1936 62.2 62.9 83.0 

1937 66.1 64.5 85.1 

>938 63.1 62.7 82.8 

>939 66.3 66.8 88.2 

1940 70.6 70.6 932 

1941 80.4 75.8 100.1 


>909 

* 9*4 

> 9>9 

1921 

1923 

*925 

1927 

> 9 2 9 

>930 

> 93 ' 

> 93 2 

>933 

>934 

>935 

•936 

>937 

>938 

>939 

>940 

>941 


100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


Food. 

Liquor 

and 

Tobacco 

Clothing. 
Accesso¬ 
ries and 
Personal 
Care 

Hous¬ 
ing and 
Utilities 

House¬ 
hold 
Equip¬ 
ment and 
Operation 

Con¬ 

sumer 

Trans¬ 

por¬ 

tation 

Medical 

Care. 

Insurance. 

Death 

Expenses 

Rec¬ 

rea¬ 

tion 

Pri- 

iate 

Educa¬ 

tion 

Reli¬ 

gion. 

Pricate 

Social 

Welfare 

S 9-9 

$ 4-4 

S 6.8 

(In Billions at Current Prices) 

$ 2.9 $1.6 $1.1 

S -9 

5 -4 

$ -8 
.8 

11.8 

4 - 8 

7-8 

3 * 

2 -3 

• 3 

1.0 

•5 


22 -3 

17.0 

> 9-4 

20.5 

22.0 

2 37 
21 -7 

18.3 

14.4 
> 3-3 
16.0 
18.0 
20.0 

21.4 
20.1 

20.6 

21.9 
2 5-3 

34 - 4 

35 - 4 

36.7 

30.4 
29.0 

28.9 

29.6 

2 9-5 

29.9 
29.3 

28.6 

28.5 

30.9 
3 ' -9 
3 2 -' 

32 1 

31.8 

3 *-» 

31.0 

3*-5 


9.8 

9-5 
u-4 
1 >.3 
12.0 

12.1 
10.7 

9 2 

7.0 

6.3 


10.2 

12.2 
> 3.6 
>4.1 
> 4-3 
•4 4 
> 3-9 
>3.0 
*1.5 

10.3 


6.2 

5-6 

7.6 

8.2 
8.9 

10.6 

8.7 

7-3 

5-5 

53 


5 - 2 

5 - 2 

7.0 

8.1 

7-7 

8.6 

7.0 

5-5 

4-4 

4-3 


7-3 

10.3 

5-8 

49 

8.0 

10.3 

6.4 

57 

8.6 

10.8 

7-4 

6.6 

8.8 

>1.4 

8.1 

7 -» 

87 

11.6 

7-4 

6.1 

9 - 2 

12.0 

8.0 

6.8 

9.8 

12.6 

8.7 

7-3 

1 * -5 

•3 4 

10.3 

8.6 


( Percentage Dittnbu 

« 5 - 2 

23.8 

99 

5 ® 

•44 

2 3-3 

9 - 2 

6.9 

16.1 

16.7 

10.2 

8-5 

17.0 

21.8 

99 

9.2 

* 7 ° 

20.4 

•* 4 

10.4 

16.0 

>9 9 

11.6 

1 »-4 

16.2 

19.2 

11.9 

10.3 

« 5 -> 

• 7-9 

•3 2 

10.7 

•47 

192 

12.0 

97 

O O 

146 

20.7 

>>7 

8.0 

13.8 

22.8 

10.9 

8.7 

>3 5 

22.2 

>*4 

9 - 2 

14.1 

19.8 

11.2 

95 

14.1 

18.3 

•«-3 

10.1 

•37 

• 7-4 

12.0 

10.7 

1 3-3 

> 7 - 2 

12.2 

10.7 

13.8 

.8.4 

» 7 

97 

13-9 

18.1 

12.1 

10.3 

13.9 

.7.8 

» 2 -4 

10.4 

14.3 

16.6 

12.8 

10.7 


2.8 

2 - 3 

3- > 
3.6 
4.0 

4- 5 
44 
4.0 

3-5 

3-3 

3.6 

3 - 8 
4 * 

4- 3 
4-3 

4- 5 
47 

5- 2 

on) 

3.8 

3 - 8 

4.6 

4 - 2 

4 7 

5 ' 
53 
56 

6.0 

6.3 

6.9 
7 * 

6.9 

6.8 

6.6 
6.5 
6.8 

6.8 

6.7 

6.4 


2.1 

2.1 

2.6 

2.8 

3 -> 

3-6 

2 -9 

2.1 

>•9 

2.1 

2 - 3 
2 7 

3 - ® 

2.8 

3° 

3-3 

37 

3.0 

3-o 

3- 5 
37 
39 
4.0 

4 - 2 

47 

4.9 
4.6 

4 - 2 

4.1 

4 * 

4 » 

4-3 

4-5 

4-5 

4-5 

4.6 

4 7 


•7 

•7 

.8 

•9 

1.0 

1.1 

1.1 

1.1 

•9 

.8 

•9 

•9 

1.0 

1.0 

1.1 

1.1 

1.1 

1.2 


'•4 

>4 

1.2 

>•3 

1.2 

1.2 

>•3 

>•4 

1.6 

1.8 

1.8 

1.8 


1.6 

1.6 

>•5 

1.6 

1.6 

1.6 

1.6 

>•5 


>•5 

>•4 

*•3 

>•4 

>•5 

>•5 

*•5 

>•4 

1.2 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 


1.1 

1.1 

1.2 


2.6 

2 -5 

2 -5 

2.0 

>•9 

2.0 

1.9 

2.0 

2.2 

2 -3 

2.2 

>•9 

1.8 

>7 

1.6 

>7 

1.6 

1.6 

>•5 


Source: See Appendix 6 (or subgroup* and individual ex¬ 
penditure item*; minor difference* in individual ueiu' 
between thi* lummary table and table* appeann*: in » ub ’ 


fluent chapter* arc nu« .- ’ ■ 

I- rvli* 4. Tabic H. for mdcxr* u*«.l to convert conui.i.p- 
non expenditure* to 1940 and 1944 P'* c lcvcU _ 
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turcs, but also the tendency of rents — unlike 
the price of food — to lag behind the general 
deflation of prices and income. Consumers’ 
outlays for household equipment and opera¬ 
tion show an opposite trend. Here the strong 
upward trend appears to be due to a mixture 
of influences, but chiefly to the great expansion 
in the purchase of the multitude of “new” me¬ 
chanical and electrical appliances, which are 
now rapidly becoming household necessities. 

Among the remaining five expenditure 
groups shown in Table 27, the proportions of 
total outlays expended for consumer transpor¬ 
tation, recreation, medical care, insurance, etc., 
show marked gains; educational expenditures 
(not including public expenditures) advanced 
somewhat; while consumers devoted a much 
smaller proportion of their total expenditures 
to religious and welfare purposes at the end 
of the period than at the beginning. Here again 
a number of influences were at work. The 
widespread popularity of the automobile after 
World War I largely accounted for the sharply 
rising expenditures for consumer transporta¬ 
tion. 

Recreational expenditures have grown pro¬ 
portionally with the shortening of the work¬ 
week and the rising standard of living. Higher 
living standards, coupled with the growing 
awareness of the need for more adequate 
medical and other protective service, also ac¬ 
count for the substantial increase in expendi¬ 
tures for medical care and insurance. The de¬ 
clining share of expenditures for religion and 
social welfare reflects in large part a dimin¬ 
ished willingness to support religious activities 
as generously as in the past and a growing ac¬ 
ceptance of government responsibility for so¬ 
cial welfare — and to some extent also the de¬ 
cline in personal remittances to foreign coun¬ 
tries. which arc included in this general ex¬ 
penditure group.' 1 

j. See Appendix 6 for detailed figur<s on consumption 
expenditures for the nine major groups discussed above and 
for subgroups and individu.il expenditure items included 
in these major groups. Sec Chapters 6 to 15 inclusive for 
discussion of expenditures and estimates of future needs 
and demands for each of these major categories of con¬ 
sumer expenditures. 


2. Sensitivity op Consumer Expenditures 
to Income Changes 

Population growth, price fluctuations, the 
introduction of new products and the decline 
of old, changes in technology, in styles and 
consumer tastes will all continue to influence 
the pattern of consumption expenditures in 
the future as they have in the past* Some of 
these influences, such as population growth, 
are in the nature of gradual long-term trends 
that can be projected with reasonable assur¬ 
ance, at least into the near future. The effect of 
other factors, such as the introduction of a new 
product like the personal airplane, or of future 
price changes, must be highly speculative. 

One factor of pervasive importance in pro¬ 
jecting past patterns of consumption expendi¬ 
tures into the future, however, is the varying 
sensitivity of different classes of expenditure 
to changes in consumer income. It is common 
knowledge, of course, that when a family 
moves from a lower to a higher income level 
it will spend less of the increase on necessities 
with which it was already well supplied, and 
more on luxuries that it could not previously 
afford. Thus, many of the goods and services 
bought by consumers, such as staple articles of 
food and clothing, fuel and household necessi¬ 
ties, meet with a fairly steady demand in good 
times and bad. At the other extreme, the de¬ 
mands for automobiles and other costly du¬ 
rable goods, expensive fur coats and vacation 
trips abroad arc extremely sensitive to changes 
in consumer income. 

Louis J. Paradiso of the Bureau of Foreign 
and Domestic Commerce has made an inter¬ 
esting study of the sensitivity of 174 items of 
consumption expenditure to changes in con¬ 
sumer income over the unstable 1929 to 1940 
period. 4 This study classified all of these items 
into three “income-elasticity groups,” accord¬ 
ing to the ‘'percentage increase in the con¬ 
sumer expenditure for a specified commodity 
or service which is associated with a given per- 

4. This discussion is based on the analysis in Mr. Para- 
diso’s article “Classification of Consumer Expenditures by 
Income-Elasticity," Survey of Current Business. January 
• 945 - P- 7 - 
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Figure 5. Sensitivity op Consumption Expenditures to Chances in 
Disposable Income During 1929-1940 


Source: Appendix 8. 


centage increase in disposable income, ail other 
factors affecting the expenditure assumed to 
remain constant.” Mr. Paradiso found that for 
consumption expenditures as a u/hole a change 
of 8 per cent accompanied a change of 10 per 
cent in disposable income. Those items of ex¬ 
penditure that rose or fell less than 8 per cent 
with a 10 per cent rise or fall in disposable in¬ 
come were classified as "insensitive.” Expendi¬ 
tures that changed more than 8 per cent but 
less than 12 per cent with a 10 per cent change 
in disposable income were classified as "some¬ 
what sensitive,” and those changing more than 
*2 per cent were classified in the "sensitive 
group. 

The study showed that over the 1929-1940 
period about two fifths of total consumption 
expenditures consisted of insensitive expendi¬ 
tures, a slightly larger proportion of somewhat 
»ensitive and less than a fifth of sensitive 


items. There was a striking difference in the 
behavior of the three groups during the years 
of deflation and recovery. Expenditures for the 
sensitive items declined by 6} per cent from 
1929 to 1933, as compared with 43 per cent for 
the somewhat sensitive group and only 28 per 
cent for the insensitive items. With the recov¬ 
ery from 1953 to 1940, expenditures for the sen¬ 
sitive group more than doubled, while the in¬ 
crease for the somewhat sensitive items was 64 
per cent and for the insensitive 30 per cent. 

As might be expected, most of the insensi¬ 
tive and somewhat insensitive items arc in¬ 
cluded in those groups listed in Table 27 that 
represent the more necessitous consumer 
needs, such as housing, food, clothing and 
medical care, while the sensitive expenditures 
arc more largely concentrated in such groups 
as household equipment and operation, and to 
a lesser extent in recreation and consumer 
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transportation. The relationship is by no 
means consistent, however, for virtually all of 
the nine major categories of consumption ex¬ 
penditures include some individual expendi¬ 
ture items at each of the three levels of sensi¬ 
tivity. 8 (Sec Figure 5.) 

Thus, the food, liquor and tobacco group 
consists mostly of items in the somewhat sen¬ 
sitive class, but includes some expenditures, 
such as the purchase of meals and beverages 
in dining cars and at institutions and clubs, 
that fall in the sensitive class. Only tobacco 
products and meals purchased in schools arc 
classified as insensitive to income changes. But 
foot! prices, of course, fluctuate more widely 
than disposable income, so that consumers 
were able to buy more food for less money at 
the bottom of the depression in 1933 than in 
1929 or 1940. 

The clothing, accessories and personal care 
group also showed a wide distribution of indi¬ 
vidual expenditure items over the three levels 
of sensitivity. Expenditures for the purchase 
and repair of shoes, for secondhand clothing, 
for toilet articles, for laundering and for bar¬ 
ber shop services were insensitive to income 
changes. At the other extreme, fur storage and 
repair and the purchase and repair of jewelry 
and watches were sensitive. Somewhat sensi¬ 
tive were expenditures for clothing and acces¬ 
sories (except footwear), for cleaning, press¬ 
ing and storage of garments, and for beauty 
shop services. 

Because of the necessitous nature of housing 
expenditures, as well as the relative inflexibil¬ 
ity of rents and other housing costs, such as 
fuel, ice, electricity, gas and water, the great 
bulk of expenditures in this group were insen¬ 
sitive to income changes. None of these ex¬ 
penditures fell in the sensitive class, anti only 
expenditures for transient hotels and tourist 
cabins were classified as somewhat sensitive. 

The household equipment anti operation 
group includes a witlc range of items at each 

S. See Appendix 8 for a complete clarification of 
the expenditure items analyzed by Mr. Paradiso in terms of 
their sensitivity, arranged in the nine categories of con¬ 
sumption expenditures used in the present survey. 


level of sensitivity. At one extreme are such 
household necessities as laundering, tableware 
and utensils, postage, moving expenses and 
telephone, which are insensitive, partly because 
they are essential to household operation and 
partly because their prices are relatively in¬ 
flexible. 

Among the sensitive items in this group 
arc furniture and floor coverings, housefur- 
nishings and equipment, miscellaneous elec¬ 
trical appliances and cooking and portable 
heating equipment, and employment of do¬ 
mestic servants, all of which can be deferred 
or dispensed with in case of need. Between the 
two extremes, expenditures for cleaning and 
polishing preparations, stationery and writing 
supplies, rug and drapery cleaning and repair, 
household paper products, and for refrigera¬ 
tors and washing and sewing machines arc 
classified as somewhat sensitive to income 
changes. The inclusion of these durable arti¬ 
cles in the somewhat sensitive class tends to 
show that “durability" is not a reliable indica¬ 
tion of sensitivity. China, glassware, tableware 
and utensils, for example, arc durable products 
in this category that arc insensitive, while fur¬ 
niture and other durable goods arc much more 
sensitive to income changes. 

Among the items of personal business in¬ 
cluded in the household operation group, bank 
and trust service charges, money order fees, 
safe-deposit box rental and legal service 
charges arc all insensitive. At the other ex¬ 
treme, brokerage and investment counseling 
fees and interest on personal debts were found 
to be sensitive to income changes. 

Among the insensitive items in the con¬ 
sumer transportation group are such inesca¬ 
pable costs as local and commutation fares on 
railways, ferries, and local and intercity buses, 
bridge and tunnel tolls, and expenditures for 
gasoline and oil. Somewhat sensitive are pur¬ 
chases of tires and tubes, the repair, washing, 
storage and rental of automobiles, and inter¬ 
city airline transportation. Most important in 
the sensitive class is the purchase of new and 
used cars and of automobile parts and acces- 
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sories. Also sensitive are taxicab fares, inter¬ 
city railway transportation and parlor car 
charges. 

The most important expenditure items in 
the medical care and insurance group are in 
the insensitive and somewhat sensitive classes. 
Payments to physicians and to private hospi¬ 
tals, employment of trained nurses, funeral 
and burial expenses and life insurance costs 
are all insensitive. Payments to dentists, osteo¬ 
paths and chiropractors, purchases of drugs 
and sundries, expenditures for monuments 
and tombstones, and fees for accident and 
health insurance arc all in the somewhat sen¬ 
sitive class. Only a few items in this group— 

for example, employment of practical nurses 
and midwives—arc sensitive to income 
changes. 

The distribution of expenditures in the rec¬ 
reation group offers little comfort to the moral¬ 
ist, for many items which might appear to be 
readily dispensable luxuries arc found in the 
insensitive class. 

Admissions to motion picture theaters, 
professional football and hockey games, col¬ 
lege football and other amateur spectator 
sports arc insensitive. Also in this class arc golf 
fees, dues paid to school fraternities and fra¬ 
ternal and luncheon clubs, purchases of peri¬ 
odicals, and book rentals. In the somewhat sen¬ 
sitive class arc admissions to professional base¬ 
ball games and to horse and dog race tracks, 
as well as charges at billiard parlors and bowl¬ 
ing alleys and at dancing, riding, swimming 
and other amusement places. Athletic and so¬ 
cial club dues arc also included in this class, 
as arc expenditures for nondurable toys an 
sports supplies, radio repair, photo developing 
and studio photography, costs of rental, stor¬ 
age and repair of boats and bicycles, purchases 
of books and maps, fees for veterinary services 
and other minor items. The sensitive class o 
recreational expenditures includes the pur¬ 
chase of such expensive articles as radios ant 
phonographs, pianos and other musical instru¬ 
ments, boats and various kinds of wheel g'"* s 
and durable toys and sports equipment- A so 
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included among these "sensitive” expendi¬ 
tures arc theater and opera admissions and the 
receipts of pari-mutuel racing and of coin 
machines. 

Most of the expenditures for private educa¬ 
tion are insensitive to income changes. These 
include fees paid for higher education, to ele¬ 
mentary and secondary schools and for other 
instruction, for museums and libraries, as well 
as foundation expenditures for education and 
research. Somewhat sensitive arc fees of com¬ 
mercial, trade and correspondence schools. No 
items of educational expenditure were classi¬ 
fied as sensitive. 

Almost all expenditure items for religion 
and social welfare arc insensitive to income 
changes. In the insensitive class are consumer 
contributions to religious bodies, social wel¬ 
fare and foreign-relief agencies, as well as 
foundation expenditures for purposes other 
than education and research, and personal re- 
mittanccs to foreign countries. None of this 
general category of expenditures is included in 
the somewhat sensitive class and only one 
contributions to political organizations — is 
classified as sensitive. 

v Consumption Expenditures by Groups: 

IQ50 AND i960 

|i ^ obvious that none of the nine major 
classes of consumption expenditures (shown 
in Table 27 and discussed in subsequent chap¬ 
ters of this survey) is "homogeneous” in the 
sense that it responds as a unit to the varying 
influences that account for its future impor¬ 
tance in the consumer s budget. Each of these 
nine groups includes subgroups anti individ¬ 
ual expenditure items (shown in Appendix 
(,) that dilTcr in their sensitivity to income 
changes and are affected to a varying extent by 
population changes and other long-term 

trends. , 

For these reasons, the estimates ot 195° an0 
expenditures for each of the nine major 
groups of consumption Roods and services 
were arrived at on the basis of a separate analy 
sis for each of the subgroups or individual ex 
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penditure items that showed a consistent past 
relationship to changes in disposable income 
and other influences or that exhibited a defi¬ 
nite upward or downward growth trend. Sepa¬ 
rate estimates for 1950 and i960 were thus de¬ 
rived for 61 different components of the nine 
major groups, and from these estimates for the 
components the group estimates were ob¬ 
tained. In a few cases in the consumer trans¬ 
portation group — notably air travel and the 
operation of private airplanes — past experi¬ 
ence provides an unsatisfactory basis for esti¬ 
mating future expenditures. In these instances 
future expenditures were estimated on the 
basis of the judgment of experts in the field." 

On the whole, it is believed that the esti¬ 
mates of 1950 and i960 expenditures for the 
nine major groups of commodities and serv 
ices that consumers will purchase (as shown in 
Table 28), and for the 61 subgroups, are as 
dependable and as free from guesswork as 
such estimates of the distant future can be at 
this time. The expenditure estimates were de¬ 
rived in terms of “1940 dollars,” but in each 
case the totals in the table have also been stated 
in terms of "1944 dollars" on the assumption 
of a uniform increase of 32 per cent over 1940. 
The data presented here and in greater detail 
in Appendix 9 provide the basic framework 
for the estimates of "demand" shown in Chap¬ 
ters 6 to 15. 

In 1950 and i960, as in 1940, food, liquor and 
tobacco expenditures will be the most impor¬ 
tant items in consumers’ budgets. They ac¬ 
counted for S22 billion, or 31 per cent of the 
1940 total consumption expenditures of $71 
billion. It is estimated that they will constitute 
a slightly larger proportion in 1950 — $27 bil¬ 
lion out of $88 billion (in 1940 prices) —and a 
slightly smaller percentage in i960 — $31 bil¬ 
lion out of $102 billion. 

Expenditures for clothing, accessories and 
personal care will also constitute in 1950 and 
i960 about the same proportion of the total — 
around 14 per cent — as in 1940. They arc esti- 

(>. The mrihoils used in arriving at estimates and the 
results obtained for each of the 61 subgroups ami individ¬ 
ual expenditure items arc presented in Appendix 9. 


mated at $12.3 billion in 1950 and at $14.2 bil¬ 
lion in i960, compared with $9.8 billion in 1940. 

Consumption outlays for housing and 
household utilities, being less sensitive to the 
rise in consumer income, will represent a de¬ 
clining proportion of future consumers’ budg¬ 
ets. The 1940 expenditures of $12.6 billion 
amounted to 17.8 per cent of total consump¬ 
tion expenditures; in 1950 estimated expendi¬ 
tures of $14.6 billion will fall to 16.6 per cent 
of the total; and i960 expenditures of $16.2 
billion will constitute 15.9 per cent of the total. 

Expenditures for household equipment and 
operation, on the contrary, will rise slightly in 
relative importance from 12.4 per cent of the 
total in 1940 to 13 per cent in 1950 and i960. 
This rise, it is estimated, will be due chiefly to 
increased outlays for furniture, furnishings 
and mechanical appliances (sec Appendix 9 
for details). Outlays for the household equip¬ 
ment and operation group as a whole 
amounted to $8.7 billion in 1940 and are esti¬ 
mated at $11-} billion for 1950 and $13.2 bil¬ 
lion for i960. 

Consumer transportation expenditures, be¬ 
cause of their greater sensitivity to the rise in 
income and because of greater mobility of the 
population, will also represent a larger propor¬ 
tion of total consumption outlays in the future. 
Expenditures of $7.3 billion in 1940 amounted 
to 10.4 per cent of total consumption expendi¬ 
tures. In 1950 they arc estimated at $9.6 billion, 
or 10.9 per cent of the total, and in i960 at 
$12-1 billion, or 12.2 per cent. Much of the rise 
will be due to the increasing importance of 
personal airplanes. 

Medical care, insurance and death expenses 
will constitute a slightly smaller share of future 
consumption expenditures. The $4.7 billion 
spent for these purposes in 1940 amounted to 
6.7 per cent of the total. In 1950 expenditures 
will rise to $5.8 billion, but the proportion will 
decline to 6.6 per cent; estimated expenditures 
of $6.6 billion in i960 will amount to 6.5 per 
cent of the total for that year. 

Because of continued increase in leisure 
time and the greater sensitivity of recrca- 
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Table 28 

Estimated Consumption Expenditures, by Groups, in 1950 and i960 
Compared With 1940 Expenditures_ 


Food. 

Liquor 

and 


Clothing. 
Accesso¬ 
ries and 
Personal 


Year 

Total 

Tobacco 

Care 

1940 

$ 7°. 6 °7 

$21,876 

$ 9,810 

1950 

i960 

88,005 

101,680 

27,420 

31,13° 

12,340 
> 4 . i6 5 

194O 

1950 

i960 

93,201 

116,167 

134,218 

28,876 

36,>94 

41.092 

> 2,949 

16,289 

18,698 

I94O 

100.0 

3 *o 

13.9 

1950 

i960 

100.0 

100.0 

31.1 
30.6 

14.0 

> 3-9 

1950 

i960 

24.6 

44.0 

(Percentage 1 

25.3 25.8 

42.3 44-4 


Household Con- 
Housing Equip - turner 

and ment and T rans- 

Utilities Operation portation 


Medical 

Care. 

Insurance 

and Death Recrea- 
Expenses tion 


Religion 

and 

Private Private 
Educa- Social 
non Welfare 


(In Millions at t<)4° Pntes) 

>12.573 s 3,742 s 7.340 

14.595 I1.405 9.575 

16,190 13.240 * 2,410 

(In Millions at 1944 Prices) 

16.596 11,539 9.^9 

19.265 15.055 **- 6 39 

21,371 >7.477 ,6 ’3»> 

(Percentage Distribution) 

17.8 12.4 ,0 '4 

16.6 130 109 

*5 9 *30 


S4.727 

5.800 

6,605 

6,240 

7,656 

8,718 


2.2 


16.1 

28.8 


30.5 
5'-5 


30.4 

69.1 


6.7 

6.6 

6.5 

‘rices) 

227 

39-7 


$ 3,269 

4 . 3*5 

5.«90 


4.3 >5 
5.696 
6.851 

46 

4-9 

5 * 


Si.126 Si,144 

1,350 1,205 

1.495 >» 2 55 


32.0 

58.8 


1,487 

1.782 

>.973 

1.6 

>•5 

>•5 


19.9 

32.8 


1,510 

i. 59 i 

1.657 


1.6 

1.4 

>•3 


5-3 

9-7 


Sources: Appendixes 6 and 9 - 


tional expenditures to changes in income, they 
are estimated as increasing from 4 6 f* r ccnl 
of the total consumption expenditures in 1940 
to 4.9 per cent in 1950 and 5.1 per cent in i960. 
This would mean that expenditures for recrea¬ 
tional goods and services will rise by a * » on 
dollars from 1940 to 1950—from $3.3 1 ,on 
to $4.3 billion-and by almost as much again, 
or to $5.2 billion, by i960. 

Expenditures for private education (1*, ox- 
elusive of public expenditures) constitute a 
small proportion of consumer budgets. u«- 
lays of $1.1 billion in 1940 amounted to only 
1.6 per cent of total consumer expenditures. 
For 1950 they are estimated at $M billion an 


for i960 at $1.5 billion, or about 1.5 per cent 
of the total for each year. 

Consumer expenditures for the support of 
religious organizations and for private socia 

welfare—always a small proportion of total 

consumption outlays-have shown a declin¬ 
ing tendency in recent years. In 194 ° d'e »>•' 
billion expenditures for these P ur P" s 
amounted to only t.6 per cent of the total- 
With an estimated decline to M per cent in 
,050. they will amount to S1.2 billion of the 
larger total of consumption expenditures, and 
in .960 estimated expenditures of Si -3 b '" ,on 
would mean a further decline to ..3 per cent of 

ihc total. 
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CHAPTER 6 


FOOD, LIQUOR AND TOBACCO 


The production and distribution of food, 
liquor and tobacco accounts for such a large 
proportion of our national economic effort as 
to make it quantitatively the most important 
sector of the economy. Ten per cent of na¬ 
tional income was paid to those engaged in 
agriculture and in the manufacture of food, 
liquor and tobacco in 1940. Those engaged in 
wholesale and retail distribution of these prod¬ 
ucts received further substantial sums. In that 
year the total value of our farm plant in the 
form of land, buildings, implements, machin¬ 
ery and livestock totaled more than $41 billion. 
The value of farm products sold, traded or 
used by farm households amounted to almost 
$8 billion. Manufactured food, beverage and 
tobacco products produced in 1939 were val¬ 
ued at more than Si 1.5 billion, of which almost 
$4 billion was "value added by manufacture." 
Wholesale establishments handling alcoholic 
beverages, groceries and foods, farm produce, 
grains and tobacco sold $17 billion worth of 
goods. (This total involves considerable du¬ 
plication since it includes not only sales to re¬ 
tailers but also goods sold to other wholesalers 
and to manufacturers.) At the same time, re¬ 
tail sales in stores and in eating and drinking 
places were in the neighborhood of $15 billion. 

Before the war this group of industries em¬ 
ployed more than a quarter of the nation's 


By A. Benjamin Handler, Assistant Research 
Director of this survey, prepared on the basis of 
material supplied by Hazel K. Sti».belinc, Chief 
of the Bureau of Human Nutrition and Home 
Economics, U.S. Department of Agriculture, and 
Dorothy S. Brady, Chief of the Cost of Living 
Division, Bureau of Labor Statistics, U.S. Depart¬ 
ment of Labor. Estimates contained in this chap¬ 
ter do not in any way represent official forecasts 
on the part of the Department of Agriculture or 
the Department of Labor. 


workers. The agricultural labor force consisted 
of more than 9 million working on over 6 mil¬ 
lion farms. Enterprises manufacturing to¬ 
bacco, food and kindred products had 1.3 mil¬ 
lion workers (including proprietors) in 52,- 
000 establishments. The personnel of the 
wholesale food, beverage and tobacco trades 
numbered more than 580,000 working in 66,- 
000 establishments, and retail store proprietors 
and employees over 2.5 million in almost a mil¬ 
lion establishments.* 

Food is by far the most important item in 
the consumer budget. Together with liquor 
and tobacco, it constitutes about a third of 
the nation’s consumption expenditures. The 
American people consumed almost $22 billion 
worth of food, liquor and tobacco, of which 
$3.6 billion was for alcoholic beverages, and 
Si.9 billion for tobacco, in 1940. (See Table 
32.) This huge expenditure for food and 
beverages includes the value of goods bought 
and taken home for consumption, consumed 
by growers, and eaten in restaurants and simi¬ 
lar places outside the home. If the total also in¬ 
cluded the cost of preparing and serving daily 
meals in the nation's homes, the monetary 
total would be much higher. 

1. Developments in Food and Nutrition 

Only in recent times, and in a few countries, 
has there been complete freedom from the fear 
of famine. In the United States today, because 
of technological and economic factors, most 
people accept their food supply as a certainty, 
and have no realization of the hunger that fol¬ 
lowed crop failures in the past or that even 
now often occurs in some parts of the world. 
Our control over pests and diseases has in¬ 
creased, new and better varieties of plants have 

1. Materia! in this section from Bureau of the Census, 
\oluntrs on Agriculture and Manufactures, 1939. 
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been produced and the quality of our live¬ 
stock has been improved. Spectacular develop¬ 
ments have occurred in the processing and 
preservation of food. Improvements in trans¬ 
portation have enabled us to maintain a con¬ 
tinuous flow of foods in great variety from 
agricultural areas to the corner grocery store 
in every community. Far-reaching changes in 
the dietary pattern of the American people 
have accompanied these developments. 

a. TECHNOLOGICAL DEVELOPMENTS 

The number of farm workers required to 
produce the food consumed per million per¬ 
sons is now much smaller than before the 
technological and scientific developments of 
the last half century. But the army of workers 
employed in the business of transporting and 
processing food and in wholesale and retail 
trade has been rapidly growing. In recent dec¬ 
ades, an increasingly large proportion of our 
food has been manufactured, packaged or 
otherwise treated before reaching the con¬ 
sumer. The output of the food-manufacturing 
industry has quadrupled since 1899. Today, 
manufactured and kindred food products (ex¬ 
cluding such processed raw foods as pasteur¬ 
ized milk and dried fruits) account for almost 
three quarters of the value of all food and bev¬ 
erage purchases. As an illustration of this 
changing pattern of consumption, the average 
annual per capita consumption of fresh fruits 
during the best five years of the 1930*5 was 6 
per cent higher than in the best five years of 
the 1920*$, while canned fruit consumption 
was 31 per cent higher. In the same period, 
per capita consumption of fresh vegetables in¬ 
creased 2 per cent, while consumption of 
canned vegetables increased 27 per cent. (Sec 

Figure 6.) 

Changes in methods of handling and trans¬ 
portation have also helped to revolutionize 
food consumption habits. The development of 
motor transport has permitted economic haul¬ 
ing of highly perishable fruits and vegetables 
over moderate distances. Cold storage in re¬ 
frigerated cars has permitted the transporta¬ 
tion of highly perishable foods over long dis¬ 


tances. This not only brought new foods to the 
tables of the country, but also permitted the 
consumption of out-of-scason produce. As a 
consequence, what were once luxury foods are 
now available to the mass market. 

Meanwhile, a rising standard of living en¬ 
abled the population to exercise a greater 
choice in foods. Demand increased as incomes 
rose and prices were reduced. New and more 
varied foods are consumed by an ever wider 
range of families and income groups. Nearly 
every American adult now consumes with 
some regularity foods that were rarely on the 
table in his childhood. Oranges — a holiday 
delicacy a few decades ago — have become a 
customary breakfast fruit in homes of moder¬ 
ate means. In 1924 we reached a new peak 
consumption of oranges of more than 21 
pounds per capita; by 19*9 figure was al¬ 
most 38 pounds. Tomato juice in cans and bot¬ 
tles was an innovation that increased per capita 
consumption fourfold or fivefold in a decade 
and almost overnight became a commonplace. 
Per capita consumption of fresh asparagus 
doubled within a decade, ns did grapefruit and 
lettuce, with celery and cherries increasing al¬ 
most as fast. Canned pears, plums and fruit 
salad also showed rapid increases in popularity. 
New foods with exotic names — avocados and 
artichokes, boyscnberrics and broccoli, man¬ 
goes and zucchini — have become common in 
city markets. New kinds of processed foods — 
canned, frozen, dehydrated - arc appearing 
constantly. 

b. GROWTH OF SCIENCE OF NUTRITION 

The scientific advances and technological 
developments that altered the economic life of 
Europe and America also contributed to the 
rapid growth of the knowledge of nutrition. 
In a few decades, the first experimental work 
in widely separated parts of the world devel¬ 
oped, through careful laboratory experiments 
and social studies, into an accepted and au¬ 
thoritative science. 

It is now known that the human body has 
definite requirements for certain nutrients. 
Their absence or relative shortage in the food 
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•i 94 i At.o 1 941 - cowr*CMt apples only 


Figure 6. Civilian Per Capita Consumption of Fruits. 1909-1942 
Source: Hurr.ni «>f Anriculiural Economics. Department Asriculiurc. 


supply may result in a dietary deficiency dis¬ 
ease, increased susceptibility to infection, im¬ 
pairment of physical growth or development, 
or failure to attain the potentialities of health 
or of achievement within the limits set by- 
other environmental factors or by heredity. 
Diets must provide at least minimal quantities 
of some three dozen chemical substances or 
nutrients, each of whi-.h is essential for normal 
reproduction, for successful rearing of the 
young and for the maintenance of health anti 
vitality in adults. 

Human requirements for the nutrients have 
been established with enough precision to al¬ 
low the formulation of desirable dietary allow- 
ance* . f those substances believed to be needed 
in large • amount, or most difficult to get un¬ 
der present circumstances. Though far from 


complete, present nutritional knowledge, if 
widely applied, could make possible a remark¬ 
able improvement in health and efficiency. 
Dictarv goals in terms of nutrients aim at more 
than a prevention of the clinical symptoms ot 
dictarv deficiencv. There is considerable sci- 
entitle evidence to indicate that health over pc- 
riods of a lifetime or generations can he im¬ 
proved through the consumption of some 
nutrients at levels considerably above those 
sometimes accepted as adequate. 

Although the statement of man's needs for 
nutrients can now be made in fairly definitive 
form, there arc thousands of variations in the 
proportions and kinds of individual foods 
which, when combined, form nutritionally 
satisfactory diets. From the nutritional stand¬ 
point. it is possible to group foods into broad 
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groups. Within each group foods differ widely war. The use of canned fruit multiplied almost 
£ their nutritive value and in their economy four times, with a specucula, cxpans.on .n the 
as sources of nutrients for human consump- consumption of fruit l u,c es^Thepro f « uon o 
don; those within a group are more like each total fruit consumed m the form of juice 
other than like those of other groups. The relatively smaU, however, 
proportions used of each food group and the Table 29 

choices within the food groups t.ends w Pei> Capit. Consumption op Foods 

one part of the world to another, defending ^ ^ FoOD Groups, 1909-1939 

upon the agricultural condiuons, trade rcla- 

dons, and L economic resources of nation ( Number, , 9}5 -, 939 "») - 

and family. 

Improvement in nutrition in most countries 

still calls for important shifts in dietary habits._ ™ - 

The prospects for changes are dependent upon products* 

the present food consumption levels of the Meats, poultry, fish 
various economic groups, on the distribution Eggs 
of purchasing power in the populauon, on the Poiatoes and sweet po- 
extension of public education that will develop Rcans> as> nuls 
the demand for the right foot!, and on the state p fuit ’ 
of agriculture and the technology of food Other vegetables 

° , r?-.. -~.l «;lc b 

processing. 

c. DIETARY CHANCES 

From the standpoint of nutrition, the most 
significant changes during the period between 
the two world wars were the marked increase 
in the consumption of the vitamm-C-rich cit¬ 
rus fruits, the upward trend in the consump¬ 
tion of dairy products and of fruits and vege¬ 
tables, and the shift from grain products an 
potatoes to sugar as a source of food energy. 

Details of these trends in civilian consumption 
arc shown in Table 29. 

During the interwar period, there was a 


Fats and oils** 

Flour and grain products 
Sugars and sirups 
Coffee, tea, cocoa, 
spices 


81 

99 

100 

112 

106 

100 

103 

112 

100 

130 

112 

100 

63 

9 * 

100 

77 

88 

xoo 

74 

84 

100 

IOI 

106 

100 

*37 

**5 

100 

85 

108 

too 

74 

88 

100 


Source: The Sauooal Food Sauat,on. Department of Agri¬ 
culture, July 1944. 

a. Excluding butter. 

b. Including butter. 

Per capita consumption of vegetables re¬ 
mained fairly constant between 1920 and 1940. 
The decrease in potato consumption was 
largely ofTsct by the increase in consumption 

During the interwar period, there was a ' vegetables 8 almost 

•teady increase in the per capita c°nsum|Hi°n £ |{> with a very large 

of manufactured dairy products - conden c^ ^ - n (omllo juicc an d pulp. The con- 

and evaporated milk, cheese anti ice cream f , vegetables was rapidly ex- 

while the consumption of fluid milk and cream sumption of frozen ve^et ^ 

remained fairly stable. Butter c ° nsum P l ^ n P wheat flour consumption fell by about one 
generally remained between 17 and iS poun ^ dufi World War 1 and declined 

per capita. , , , < • as f a i n during the depression years. In 1939, 

The per capita consumption of fresh fr b ^ f “ ufths as muc |, wheat hour was 
remained fairly constant, with a considcrab Y ^ Ua a$ jn |he y „rs ,905-1916. 

increase in the consumption of curus fruit a J P |hc con5ump ,ion of 

> corresponding decrease in the consumption > ° lo K «le more than 

Of apples. (See Figure 6.) Three times as ollothcr^i =a^ ^ ^ ^ bcjorc World 
much citrus fruit was consumed per capita n 7 ) 

1935-1939 as in the years before the first world War I. (See Figure 7 ) 
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Figure 7. Plr Capita Consumption of Wheat, 
Corn and Other Cereals for Food, 1909-1939 
Sourer: Bureau of Agricultural Economic*. Department of 
Agriculture. 

The use of sugar increased sharply in the 
early 1920*5 to an all-time high in 1930. From 
that time until the inauguration of wartime 
rationing in 1942, average annual consumption 
usually amounted to more than a hundred 
pounds per capita. 

The trend in the consumption of meat has 
been downward during the last 30 years, 
especially for beef and veal. The relatively 
small per capita consumption of lamb and 
mutton stayed fairly constant. Fats and oils 
consumption shows great fluctuations over the 
period but has been generally upward. (See 
Figures 8 and 9.) Consumption of coffee in¬ 
creased at the time of World War I, and the 
rise has continued, while consumption of tea 
has declined. The use of cocoa and chocolate, 
principally for confectionary, has increased to 


three times the amounts used in 1909-1916. 

All in all, there has been a significant shift 
toward the protective foods. These nutritional 
gains, however, have been partly offset by in¬ 
creased consumption of sugars and sirups. 

The per capita volume of food consumed re¬ 
mained fairly constant during the three dec¬ 
ades prior to World War II. But within the 
total, the relative importance of various foods 
shifted in such a way as to improve somewhat 
the nutrition of the population as a whole. 

d. CONSUMER SUBSIDIES 

Our abundant food supply and improve¬ 
ments in nutrition have not provided adequate 
food for all. Much food goes to waste on farms 
or in storehouses because families cannot af¬ 
ford to buy what they need. There are some 



Figure 8. Per Capita Consumption of Meats, 
1909-1939 

Sourer: Bureau of Agricultural Economics, Department of 
Agriculture. 
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population groups whose food needs are espe- .. - 

dally high and whose health is so important 

as to require special measures to see that they ^ _ 

arc well fed: for example, young children, ado¬ 
lescents, pregnant and nursing mothers, and 

certain groups of heavy workers. School feed- ». - 

ing programs, special allotments for mothers 

and young children, factory canteens, low- # _ 

priced-milk programs and subsidized popu- A 

lar restaurants arc used in many countries to 
meet this need. / 

In the United States during the latter half A 

of the i930*s and early 1940’$, several programs §l 
were in effect to channel a larger share of the f ^ 

nation’s food supplies to needy persons. In the 
fiscal year 1940-1941, almost $175 million 
worth of additional food was distributed to 

such groups, directly or through the food .- 

sump program, school lunches or arrange¬ 
ments for low-priced milk. 

A monthly average of 8.8 million persons in 
family groups received foods made available 
under the direct distribution program, and an • ... 
average of 2.9 million persons per month were 
beneficiaries of the Food Stamp Program. 1 he pseuw 9 - 
School Lunch Program reached an average of 
2.9 million children per month during the Somrfe: n u rc; 
1940-1941 fiscal year (4.7 million in March, Agr^ulwr, 
the peak month). Under the Penny-Milk Pro¬ 
gram, more than 900,000 children in eight 
cities, principally New York, purchased nearly tot exam, 
12 million quarts of milk. About 460,000 per- uc‘P 
sons in family groups in six cities shared in 
low-priced-milk programs, purchasing 68 mil- ‘ J nmun j 1 
lion quarts. . . 

The foods made available through these spe- meaisin 
cial programs comprised butter, eggs, por \ n,s c 
lard, potatoes, other fresh vegetables, dry »»on. 
beans, rice, corn meal, white and whole wheat ‘ ^ 

flour, oranges, grapefruit, apples and prunes. 

(The list of foocls available under the several « al,n g 
programs varied from month to month.) cmo 
These foods were not merely superimposed crease 
upon supplies that normally would have been a « 
purchased. Participating families followed the 1 
procedure of farm families — modifying their as 1 g 
usual purchases somewhat, the better to com- avaiiao 
plement foods obtained without direct outlay, receiving 
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Figure 9. Per Capita Consumption op Fats 
and Oils, i 9 ° 9- , 939 

S„, m: Bureau of Agrieulru.,1 Economic.. Dep.rm.eot of 
Agriculture. 

For example, there were indications that par¬ 
ticipants in the food-stamp-plan program 
bought more milk than they had before. Fur- 
thermore, sponsors of school lunches m many 
communities provided milk to supplement 
meals that could be prepared from foods fur- 
nished by the Surplus Marketing Administra¬ 
tion. The result was not only more abundant 
diets, but also better-balanced ones. 

Government-aided milk programs were op¬ 
erating on a small scale in « 94 «- >' has bc . Cn 
demonstrated that families will greatly in¬ 
crease their purchases of milk when it is avail¬ 
able at a low price (five cents per quart).This 
is illustrated by figures from a study made ... 
Washington, D.C. Before low-pnccd milk was 
available, white families in Washington, D.C., 
receiving public assistance consumed milk ,n 
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Table 30 


Alcoholic Beverace Consumption, 1910-19x7 and 1934-1942 


Year 

Total Consumption 

Per Capita Consumption 

Wines 

Fermented 

Malt 

Liquors 

Distilled 

Spirits 

Wines 

Fermented 

Malt 

Liquors 

Distilled 

Spirits 


(In Millions of Gallons) 

• 

(In Gallons ) 


I91O 

6l 

1,850 

x 33 

•7 

20 

M 

x 9x1 

64 

x »97° 

x 39 

•7 

21 

x -5 

19x2 

5 6 

1,930 

X40 

.6 

20 

x -5 

X9 X 3 

55 

2,030 

X48 

.6 

21 

x -5 

19x4 

52 

2,060 

x 43 

•5 

21 

M 

19x5 

33 

1,860 

127 

•3 

x 9 

x -3 

19x6 

48 

1,820 

140 

•5 

18 

M 

X 9 X 7 

43 

1,890 

168 

•4 

x8 

x.6 

x 934 

40 

1,240 

58 

•3 

xo 

•5 

x 935 

46 

Moo 

90 

-4 

IX 

•7 

1936 

60 

1,640 

122 

•5 

x 3 

x.o 

x 937 

67 

1,720 

136 

•5 

x 3 

x.x 

1938 

67 

1,600 

127 

•5 

X 2 

x.o 

x 939 

77 

1,620 

x 34 

.6 

12 

x.o 

x 94° 

89 

x,6oo 

x 45 

•7 

12 

x.x 

x 94 x 

100 

1,770 

158 

.8 

x 3 

12 

1942 

xxo 

1,990 

189 

.8 

*5 

M 


Sources: For 1910-1917 — Statistical Abstract of the United States. 1922, p. 692. For 1934-1942 — 
tax-paid withdrawal* of fermented malt liquor, tax-paid withdrawal* and imports of wine*, ap¬ 
parent con*umption for beverage purpoies of distilled spirits — Survey of Current Business. 


all forms (fluid, evaporated, or in the form of 
cheese or ice cream) in quantities equivalent 
in nonfat milk solids to 2.5 quarts of fluid milk 
per person per week. Consumption rose to 4.06 
quarts after the program went into effect. 
Among Negro families, the average quantity 
consumed was equivalent to 1.89 quarts dur¬ 
ing pre-program study, compared with 3.48 
quarts when the program was in operation. 

C. CHANGES IN CONSUMPTION OF BEVERAGES 
AND TOBACCO 

Consumption of wines, malt liquors and dis¬ 
tilled spirits shows marked changes since the 
years before World War I. Per capita con¬ 
sumption of all combined — whether meas¬ 
ured in gallons or in alcoholic content — was 
more than half again as high in 191^, on the 
eve of World War I, as it was a quarter cen¬ 


tury later. During the 25-ycar period, beer con¬ 
sumption fell by more than 40 per cent, or 
from an average of seven quarts a month per 
person to about four quarts. Per capita con¬ 
sumption of distilled spirits fell about a third, 
and of wines about a sixth. (See Table 30.) 

Wine became increasingly popular during 
the 1930’$, however, in contrast with the 
downward trend during the decade before 
Prohibition. Following the onset of World 
War II — as with World War I — whiskey 
and other distilled spirits were consumed more 
freely and per capita consumption rapidly ap¬ 
proached earlier peak levels. Beer consumption 
declined during World War I, but increased 
during World War II. 

Important changes have also taken place in 
the consumption of tobacco. There has been a 
long-term uptrend in total tobacco consump- 
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Table 31 

Tobacco Consumption, 1921-194* 


Total Consumption 


Per Capita Consumption 


Year 

Total 

Cigarettes 

Cigars 

Tobacco 
and Snuff 


(Us.) 

(No.) (No.) 

(In Millions) 

(Us.) 

1921 

574 

50,867 

6,758 

386 

1922 

614 

53.566 

6,893 

420 

1923 

663 

64,45* 

6,998 

412 

X924 

668 

71,009 

6,659 

413 

*925 

689 

79.957 

6,500 

410 

1926 

727 

89447 

6,589 

410 

1 9 2 7 

1928 

737 

745 

97477 

105,910 

6,571 

6454 

394 

384 

378 

./o 

1929 

781 

II9.039 

6,552 

1930 

766 

x 19.624 

5,890 

368 

1931 

74* 

1X3449 

5.318 

367 

1932 

681 

103,586 

4442 

349 

*933 

701 

xxx,763 

4.345 

341 

*934 

764 

125,61 X 

4.597 

344 

*935 

764 

134,608 

4.764 

341 

1936 

831 

*53 .i 67 

5.183 

34 2 

338 

*937 

854 

162,625 

5.317 

*938 

843 

*64,764 

5.139 

343 

1939 

862 

172464 

5.3” 

341 

1940 

899 

180,660 

5.355 

342 

1941 

979 

206,424 

5.787 

338 


Tobacco 

Total Cigarettes Cigars and Snuff 


(Lbs.) 

5-3 

5.6 

5- 9 

6.0 

6.2 

6.2 

6.2 

6 - 4 

6.2 

6.0 

5 * 

6.1 

6.0 

6.4 

6.6 

6.4 

6.6 

6.8 


(No.) 

469 

487 

576 

622 

690 

762 

817 

883 

977 

972 

g 

890 

994 

1.058 

1,196 

1,263 
1,269 
1, 3*8 

1.369 

i,55<> 


(No.) (Us.) 


62 

63 
63 

5 l 

56 

S 6 

55 

54 

48 

36 

36 

37 

40 

41 

40 

4 1 
4* 

43 


3-6 

3-8 

3-6 

3-5 

3-5 

3-3 

3- 2 

3 -i 

3.0 

30 

2.8 

2.7 

2.7 

a -7 

2.7 

2.6 

2.6 

2.6 

2.6 

25 


Sources . 


Statistical Abstract of the United States (various) and 


tion, and a somewhat less marked expansion 
in per capita consumption. This upward move¬ 
ment is solely attributable to the remarkable 
increase in cigarette consumption, which more 
than quadrupled between 1921 and I 94 1 - On a 
per capita basis it more than trebled. By 194 1 * 
per capita consumption reached the level of 
1,550 cigarettes per year, or an average of 4 -j 
per day. As many people have not acquired 
the habit, this means, of course, a much higher 
average consumption for those who are habit¬ 
ual cigarette smokers. Not only have many 
women and others who never smoked before 
turned to cigarettes in large numbers, but 
there has also been a shift away from cigars, 
smoking and chewing tobacco and snufT to 


cigarettes. The total number of cigars smoked 
declined over the period, with per capita con¬ 
sumption at the end only two thirds of the vo - 
umc at the beginning. Tobacco and snuff fol¬ 
lowed a similar course. (Sec Table 31.) 

2. Consumption Expenditures 

Consumption expenditures for food, bever¬ 
ages and tobacco ranged from less than $10 
billion to more than $?x billion between 1909 
and 1942, and from less than 29 to over 36 
per cent of total consumption expenditures for 
all goods and services during this period. Dur¬ 
ing the two decades ending with our entrance 
into World War II, expenditures ranged from 
Si7 billion to $25 billion and from 28.5 per cent 
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Table 32 

Consumption Expenditures for Food, Liquor and Tobacco, 1909-1942 


Percentage of Total 

Expenditure Conrumption Expenditures 


Year 

* - 

Total 

Food and 
Nonalcoholic 
Beverage/ 

Alcoholic 

Beverages 

T obacco 

Total 

Food and 
Nonalcoholic 
Beverages 

Alcoholic 

Beverages 

Tobacco 



(In Billions) 






1909 

$ 9-9 

$ 7-4 

$1.8 

$0.7 

34*4 

25.8 

6-3 

2-3 

1914 

11.8 

9 * 

2.0 

0.8 

35-4 

27.I 

6.0 

2-3 

* 9*9 

22.3 

18.8 

2.0 

*•5 

36.7 

30.9 

3-3 

2-5 

1921 

17.0 

14.1 

*.4 

*•5 

3°-4 

25-2 

2-5 

2.0 

1923 

* 9-4 

16.4 

*•5 

*•5 

29.0 

24.5 

2.2 

2-3 

1925 

20.5 

17.2 

*•7 

1.6 

28.9 

24.2 

2-5 

22 

1927 

22.1 

18.6 

1.8 

*•7 

29.6 

24.9 

2.4 

2-3 

1929 

23.7 

*99 

2.0 

1.8 

29-5 

24.8 

2.5 

2.2 

193° 

21.7 

18.5 

1.6 

1.6 

29.9 

25-4 

2-3 

2.2 

1931 

18.3 

* 5-4 

*•3 

1.6 

29.3 

24.6 

2.1 

2.6 
_ O 

1932 

*44 

12.1 

°? 

*•4 

28.6 

24.O 

1.8 

2.8 
_ Q 

*933 

* 3-3 

11.4 

0.6 

*•3 

28.5 

24.4 

*•3 

2.8 
_ 0 

*934 

16.0 

12.6 

2.0 

* 4 

30.8 

24.2 

3-9 

2.8 

*935 

18.0 

*3.9 

2.6 

*•5 

3*-9 

24-7 

4-5 

2.7 

*936 

20.0 

15.2 

3-2 

1.6 

32.1 

24.4 

5 * 

2.6 

*937 

21.4 

16.2 

3-4 

*•7 

3 2 -4 

24.6 

5-2 

2.6 

*938 

20.1 

15.* 

3 -* 

*•7 

3 *-8 

24.O 

5 * 

2.8 

*939 

20.6 

* 5-4 

3-4 

1.8 

31.1 

23.2 

5-2 

2-7 

*940 

21.9 

16.4 

3.6 

*9 

3 *-o 

23.2 

5 * 

2.7 

* 94 * 

* 5-3 

19.0 

4-2 

2.1 

3*-5 

23.6 

5-2 

2.6 

*942 

3*-5 

23.9 

5-2 

24 

356 

27.O 

5-9 

2.7 


Sourcet: Appendixes 6 and 7. 

Note: Discrepancies in additions arc due to rounding. 


to 32.4 per cent of the total. Total expenditures 
by years since 1909, and percentage distribu¬ 
tions are shown in Table 32. 

a. expenditure trends 

Consumers spent more money for food, bev¬ 
erages and tobacco in the 1920's than they did 
in the info’s, but it constituted a somewhat 
smallc ,-roporiion of total consumption ex¬ 
pend it 

The • : J ay for food and nonalcoholic bever¬ 
ages alt .e was less in the 1930'$ than in the 
1920's. \ hi-, downward trend in dollar ex¬ 
penditure due largely to the higher level of 
foot! price: hat prevailed during the 1920*5. 


Total expenditures, expressed in constant 
prices, show an upward trend over the two- 
decade period. This means that the American 
people were consuming larger quantities of 
food as population increased, but also that they 
were buying more highly processed food and 
shifting from lower- to higher-priced foods. 
However, this did not prevent food from be¬ 
coming a slightly less important item in the 
consumer budget (although this slightly 
downward trend might disappear if Prohibi¬ 
tion-engendered purchases of "home-brew” in¬ 
gredients were eliminated from the figures). 

The production of alcoholic beverages was 
in a sense a new industry in 1933. After the 
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Table 33 

Expenditures for Food and Beverages Consumed Inside and Outside 

the Home, 1929-1942“ 

(Dollar Amounts in Billions) _ 


Year 


Total 


1929 

1930 

* 93 * 

*932 

*933 

*934 

*935 

*936 

*937 

*938 

*939 

*940 

* 94 * 

*942 


Si9-9 

18.5 

* 5-4 

12.1 
12.0 

14.6 
16.4 

18.3 

*97 

18.4 
18.8 
20.0 

23.2 
29.0 


Consumed Co l nlu , me ,i 

Inside the Home Outs.de the Home 


(Per Cent ol Total) 


$16.4 

82.0 

13-6 

*5.1 

81.6 

3-4 

»M 

80.5 

3 ° 

9.6 

79-3 

*•5 

9.8 

81.7 

2.2 

* 1-8 

81.5 

*7 

* 3-3 

81.1 

3 * 

14.8 

80.9 

3-5 

* 5-5 

79.2 

4 -* 

14.4 

78.3 

4.0 

*4.5 

77 * 

4-3 

* 5-3 

76.5 

47 

* 7-5 

75-4 

57 

21.8 

75 * 

7-2 


(PerCent 
of Total) 

18.O 

18.4 
*9.5 

20.7 
18.3 

18.5 

18.9 
19.I 

20.8 

21.7 

22.9 

*5 

24.6 

24.8 


Sourees: Appendixes 6 and 7 - 

a. Alcoholic beverages exclude*! , 9 J 9 -' 9 J a - 
Note: Discrepancies in addioons are due «o roundmp. 


first three years, expenditures steadied at a 
fairly constant proportion of total consump¬ 
tion expenditures. Because sales of alcoholic 
beverages during Prohibition were illegal, the 
figures for that period arc neither reliable nor 
of any significance in the trend picture. 

Dollar expenditures for tobacco were about 
the same in the 1930*5 as in the 1920*5, but 
there was an upward trend in the proportion 
of total consumption expenditures that went 
for tobacco. 

In the face of competition for the consumer s 
dollar from many new and attractive products, 
food and nonalcoholic beverages have main¬ 
tained a remarkably stable position in the con 
*umer budget. This is due partly to the trend 
toward easy-to-prcparc manufactured foods, to 
the increase in the variety of canned and proc¬ 
essed foods and to the popularization of what 
w ere formerly luxury foods. All this has meant 


more money spent for food and beverages. 
There has also been an upward trend in the 
consumption of food and beverages in restau¬ 
rants and other places outside the home. Be¬ 
tween .919 a "d '<Mi. 

rose from $5.6 billion to $5.7 billion and from 
18 per cent of total purchases of food anti bev¬ 
erages to nearly 15 P« «■» a fur,h ' r shar >’ 
rise came after the beginning of the war. 
(See Table J}.) When people eat in restau¬ 
rants instead of at home they pay more for 
their meals. Moreover, a considerable part ol 
these outside expenditures are not substitutes 
for home eating but arc supplementary to it. 

b. VARIATIONS AMONG POPULATION GROUPS 

Dietary studies show that families in upper 
income classes tend to have a greater variety 
and abundance of foot! than their less prosper¬ 
ous neighbors. Moreover, at each income level, 
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Table 34 


Money Expenditures for Food in Relation to Expenditures for Living, by 
Families and Single Consumers in Various Income Classes, 1941 


Net Money- 
Income Class 

Average 
Family Size 

Money Spent for: 

Percentage of Money 
Income Devoted to Food 

Family Living 

Food 

Under $500 

2.65 

$ 374 

% 144 

49-7 

500 to 1,000 

3.05 

740 

272 

36.9 

1,000 to 1,500 

3 M 

M 73 

402 

3 2 *4 

1,500 to 2,000 

3-45 

1,566 

521 

30.0 

2,000 to 3,000 

3-43 

2,214 

693 

28.3 

3,000 to 5,000 

3-74 

3.0S8 

894 

. 24.0 

5,000 or over 

4-35 

6,614 

1,312 

12.0 


Sources: "Family Spending ami Savins in Wartime." Bulletin 82a. Bureau of Ijbor Staouics. Pt. 
Ill, Tablei a, 3 and 5. Figures for income class $5,000 or over from unpublished data. 


the larger the family is, the less ample the diet 
of each person tends to be. Furthermore, wide 
variations exist in nutritive quality of diets, 
even among persons having equal economic 
resources, due to differences in managerial 
ability and in knowledge and skill in food se¬ 
lection and preparation. There arc also impor¬ 
tant regional and racial variations in diet. 

(1). Differences Among Income Levels 

For most American families, income is an 
important determinant of the amount and 
kind of food consumed. The amount of money 
spent for food increases rapidly with rises in 
money income while the proportion of money 
income devoted to food declines. This is shown 
in Table 34, which, however, is confined to 
money income and expenditures. It docs not 
include “income in kind," which is particu¬ 
larly important in the low-income groups and 
consists largely of home-grown food consumed 
by the family. As a result, the table understates 
the level of consumption among these groups, 
especially the value of food consumed. Con¬ 
sequently, the lower income groups arc better 
off in terms of total “real income" and even 
more so in terms of actual food consumption 
than the table indicates. 

All food studies have shown that as incomes 
rise, and there is more money for the food of 


each family member, consumption of fruits, 
the succulent vegetables, eggs, meat, and 
among urban groups, of milk, tends to in¬ 
crease. (See Table 35.) Consumption of grain 
products and of dried beans and peas tends to 
decrease with income, but comparatively little 
difference exists among income classes in per 
capita consumption of fats and sugars. Potato 
consumption often increases from the lowest 
to the middle income brackets, and thereafter 
decreases or remains fairly constant. 

Incomes and Diets 

A study made in 1936" of village and city 
families showed a clear relationship between 
the amount spent for food per family member 
and the nutritive quality of the family diet. 
With an average expenditure of $1.75 per p cr ' 
son per week, 73 per cent of the families living 
in the North and West had “poor” diets, 27 
per cent had “fair” diets and none had diets 
graded as “good." The proportion with poor 
diets dropped sharply to 12 per cent with aver¬ 
age expenditures of $3.15. while 64 per cent 
had fair diets and 24 per cent had good diets. 
When expenditures averaged $4.55, only 3 per 

2. Family Food Consumption and Dietary Levels. 
Urban and Village Scrie*. 1936, Miscellaneous Publication 
45a. Department of Agriculture. 
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cent had poor diets and 69 per cent had good 
diets. 8 

The difference between “poor" and “good’* 
diets, nutritionally speaking, was chiefly in the 
higher consumption of dairy products in the 
latter diets and of leafy, green and yellow 
vegetables. For some population groups, dif¬ 
ferences also existed in the consumption of the 
less highly refined flours and cereals; for 
others, in fruits and vegetables; and in some 
areas, in the lean cuts of meat. 

Even though large families spend more of 
their income and, in the aggregate, more 
money for food than do small families, they 
seldom spend enough more to maintain as 
high a dietary level for each person as the 
smaller family. Some economics arc possible 
for the larger-sized family in the purchase and 
preparation of food, but these advantages sel¬ 
dom compensate for the reduction commonly 
made in food expenditures per ' equivalent 
adult." The 1936 study mentioned above 
showed that among three groups of families 
haying the same average income the small 
families had much more adequate diets than 
the large ones. Less than a fourth (24 per cent) 
of the two-person families had poor diets; 47 
per cent had fair diets; and 29 per cent had 
good diets. At the other extreme, 45 per cent 
of the families with five to eight members had 
poor diets, only 7 per cent had good diets and 
48 per cent had only fair ones. Of the families 

3 - In this classification, diets were called "poor” if they 
failed to provide in one or more respects the following 
quantities of nutrients: 

Protein 50.00 grams per man per day 

Calcium 0.45 grams per man per day 

Phosphorus 0.88 grams per man per day 

Iron 10.00 milligrams per man per day 

Thiamine (vitamin Bi) i.oo milligrams per man per .lay 
Ascorbic acid (vitamin 

C) ^ 30.00 milligrams per man per day 

Riboflavin 0.90 milligrams per man per day 

Vitamin A 3,000 International Units per 

man per day 

f>i«s were called “fair" if they met these minima in all 
rospects but exceeded them in one or more resjiects by less 
‘han 50 per cent. Diets were called "good” if they ex¬ 
ceeded the minima by at least too per cent in the ease of 
’itamins and 50 per cent in the case of the other nutrients. 
Some of the diets called "good” would fail to meet the 
dietary recommendations of the National Research Council 
” * 941 . (Sec Table 41 and later sections of this chapter 
for further discussion of nutritional requirements.) 


with three or four members, 30 per cent had 
poor, 50 per cent fair and 20 per cent good 
diets.* 

Tobacco Expenditures 
Total family expenditures for tobacco in¬ 
crease with income, and the proportion of the 
total spent on cigarettes differs with the degree 
of urbanization and with income. About one 
third of the expenditures of farm families for 
tobacco and smoking supplies went for ciga¬ 
rettes in 1935-1936. according to the National 
Resources Planning Board, whereas among 
rural nonfarm and urban groups the propor¬ 
tions were almost two thirds and three fourths, 
respectively. The use of chewing tobacco and 
snuff was most prevalent in rural areas and 
among the lower income groups; of cigars and 
cigarettes among the more well-to-do and in 
urban areas.® 

(2). Urban-Farm Diflerc rices 

Farm groups consume per capita much more 
grain products, potatoes, mature beans and 
peas, sugar and fats than do nonfarm groups 
at comparable money-income levels. This 
probably reflects the heavier manual work on 
farms, longer hours of toil and greater expo¬ 
sure to weather. Farm families consume more 
milk, too, partly because there are more chil¬ 
dren per family on farms than in urban areas. 
The Census of 1940 showed that of every hun¬ 
dred persons on rural farms, there were 32 per¬ 
sons under 15 years, as contrasted with 22 in 
cities. Cows were milked on about three 
fourths of the farms in this country; hence, 
many farm families can have milk without di¬ 
rect cash outlay. However, farm families do 
not consume more of all kinds of food than 
city groups. In general, they tend to cat less 
meat, poultry and fish, fruit, and vegetables 
(except potatoes, mature beans and peas). The 
money value of the food consumed by farm 
families does not differ greatly from that of 

4 Each of the three *ize-grou|» lud the wine average 
income — $1.250 —and all income, were within a $ 5 °o 

io $ 2 .000 in , he United Siam. National 

Resources Planning Board. June > 94 i- 
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Weekly Consumption of Certain Foods Per Person in Housekeeping Families and by Single Persons, by Type op 

Community and Annual Net Money-Income Class, Sprinc 1942 

(Mil{ in Quarts. Eggs in Dozens. Other Foods in Pounds) 
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urban families, despite lower income levels, 
for the "imputed value” of their home-pro¬ 
duced food is far greater than the value of the 
food they buy.® 

(3). Regional and Other Variations 

Farm families tend to consume much milk 
both in areas noted for milk production and 
where little goes to commercial markets. Many 
eggs and chickens are eaten in the grain belt 
and much pork in the corn belt. Quantities of 
potatoes are grown for home use in the North. 

In the Southeast, sizable proportions of sor¬ 
ghum, beans, peas and corn are grown for fam¬ 
ily use. Farm families in the Northeast tend 
to use more eggs and dairy products (except 
fluid milk) than in the Southeast, less fat and 
grain products but more sugar and potatoes, 
fewer fresh, but more canned, fruits and vege¬ 
tables/ 

In cities, vegetable and fruit consumption 
tends to be high on the Pacific Coast and low 
in the Southeast. City families in the Pacific 
and North Atlantic regions arc exceptionally 
large consumers of milk and milk products. 
North Atlantic and Pacific Coast families arc 
large consumers of butter, but are relatively 
low in purchases of other fats and fatty foods. 
Consumption of meat is considerably less in 
southern cities than elsewhere. Much more 
flour is also bought in the South, but much less 
baked goods. Potato consumption is particu¬ 
larly high in the North Atlantic region.® It is 
difficult to explain these regional differences in 
diet. Many are clearly due to habit, custom and 
the prevalence of certain products; others arc 
simply due to regional differences in income. 

Families in the South tend to spend a greater 
proportion of their total income for food than 
diose in the North or West. Apparently, this 
•s because the imputed value of home-pro¬ 
duced food on southern farms constitutes such 
a large proportion of farm income." Urban 
families, however, tend to spend relatively 

6- Ibid., Table 103, p. 69. 

7 - “Pood and Life," Agntuhure Yearbook. 1939. PP- 
* 99 . 301. 

J. JW., pp. 306-08. 

9 . National Reaourcea Planning Board, op. at.. P- 7 *- 


more in the North than elsewhere, undoubt¬ 
edly because they use more highly processed 
foods and more foods that are produced in 
other parts of the country. 

On the whole, white families tend to spend a 
larger proportion of their income for food than 
do Negro families. This is true in urban cen¬ 
ters, both North and South. In southern rural 
communities, however, the money values of 
diets of Negro families tend to be higher. Ap¬ 
parently, they consume more home-produced 
food. Their tendency to consume less expen¬ 
sive and less highly processed foods than 
whites undoubtedly accounts for their lower 
relative expenditures in cities. 10 

3. Wartime Effects on Diets 

The war directly affected food consumption 
patterns, but the lasting consequences of this 
cannot yet be appraised. The direct immedi¬ 
ate effect was due to the greatly increased in¬ 
come of the lower income groups, many of 
whom were fully employed for the first time 
in a decade. Families of the unemployed and 
of workers with heretofore inadequate wages 
found themselves able to buy more food. Con¬ 
sumer expenditures for food rose to unprece¬ 
dented levels. 

A most significant gain was an increase ot 
about one sixth in the per capita consumption 
of milk and milk products by the civilian 
tx>pulation between 1940 and 194?. (Sec 1 able 
•6.) In this country, increased milk consump¬ 
tion tends to accompany a rising standard of 
living at low income levels. While rising food 
prices negated to a considerable extent the ef¬ 
fect of higher incomes, the rise in real income 
was still sufficient to bring a net benefit to 
wage and salary earners. 

Rationing was used in this country for the 
purpose of controlling the consumption and 
equalizing the distribution of food that was 
scarce. Per capita consumption of sugar de¬ 
clined somewhat, as did our consumption (and 
household waste) of fats and oils. 

Per capita consumption of fruits and vcgc- 

IO. Ibid., pp. 95 - 9 8 - 
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Table 36 

Estimated Per Capita Consumption op Cer¬ 
tain Foods by Civilian Population, 

X 94 a-I 943 * 

(Milk in Quarts; Eggs in Dozens; Other Foods 
in Pounds, Retail We ight) _ 

Food Croup 1940 1941 1942 >943 


Milk 6 

Tomatoes and citrus fruit 
Leafy, green and yellow 
vegetables ' 
Potatoes and sweet po¬ 
tatoes 

Dry beans, peas and nuts 
Other vegetables and fruit 
Eggs 

Meat, fish and poultry 
(excluding bacon and 
salt side) 

Flour and cereals 
Fats and oils (including 
butter, bacon and salt 
side) 

Sugars and sirups 


213 

218 

232 

247 

88 

90 

89 

» 4 e 

83 

84 

9 * 

8i° 

*37 

*34 

129 

150 

16 

16 

*7 

*9 

197 

205 

181 

* 53 ® 

25 

25 

25 

28 

*47 

150 

*49 

*48 

201 

204 

204 

205 

72 

7 * 

6 l 

66 

100 

**5 

106 

94 


a. Based on estimates of the Bureau ol A«ricuUural 
Economics, from data on product.cn (including that on 
farms for home use), imports, exports and changes in 

'"^'includes fluid milk and its equivalent in the forms of 

condensed, evaporated and dried milk, ch'ctc. 

ice cream. The equivalence is figured on the basis ot the 

nonfat milk solids. , AJ _ 

c. Products of home gardens (not on farms) doubtless 
increased the amounts here estimated. 


tables also fell off, the greatest drop occurring 
in canned goods because of short civilian sup¬ 
plies. Per capita consumption of fresh fruits 
and vegetables declined, too, and their prices 
rose more sharply than those of any of the 
other food groups. However, the decline in 
consumption was undoubtedly less than shown 
by the official estimates because Victory garden 
produce of nonfarm groups is not included. 
The apparent decline in tomatoes and citrus 
fruit and in the leafy, green and yellow vege¬ 
tables probably was ofTsct by produce from 
Victory gardens added to that from other 
sources. 

The war undoubtedly had lasting techno¬ 
logical effects on the food industry, as on many 
other industries. Attention was centered on the 


nutritive values of food and on methods of 
condensation and preservation. 1 * Rapid strides 
were made in the processing and preserving 
of foods. The tremendous food requirements 
of other countries — particularly Britain and 
Russia — and our own armed forces abroad, 
in the face of limited shipping space, stimu¬ 
lated great interest in dehydration. Develop¬ 
ments in the dehydration of vegetables were 
speeded up. The keeping qualities of whole 
milk powder were improved, and the war 
emphasized the utility of nonfat milk solids. 

Whey utilization increased through the de¬ 
velopment of methods of recovering and in¬ 
creasing riboflavin for use in human foods. 
The curing period for Cheddar cheese was 
shortened by months and, consequently, the 
cost of storage and refrigeration was greatly 
reduced. Technical innovations leading to a 
potential decrease in cost and increase in effi¬ 
ciency of quick-freezing units point to a post¬ 
war development analogous to the prewar one 
in mechanical refrigeration. 

It was discovered that marked variations 
exist in the nutrient content of the same foods, 
e.g., variations of several hundred per cent in 
the vitamin C content of different varieties of 
tomatoes. The mineral and vitamin contents 
of many plant foods also vary with cultural 
conditions. The development of high vitamin 
and mineral strains holds some promise of bet¬ 
ter nutrition and improved methods of proc¬ 
essing, handling and home preparation can 
contribute greatly by conserving the inherent 
values of the natural product. 

4. Estimated Consumption in 1950 and 1960*' 

The amounts and proportions in which vari¬ 
ous kinds of foods will be bought by different 
groups of the population in the future will, of 
course, depend upon food habits and economic 
conditions. Although adequacy of income is 

11. See "Agriculture When the War Ends." Interbureau 
Committee on Post-War Programs. Department of Agri¬ 
culture. October 15. 1943 . mimeographed. 

12. See Chapter 4. section 5. for a full statement of the 
assumptions as to population, national income, consumer 
expenditures, etc., on which the consumption estimates in 
this section are based. 
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obviously the first prerequisite of a satisfactory 
diet, the nutritional adequacy of diet does not 
depend solely on income. All studies of family 
diets show that a large proportion of families 
at every level of food expenditure fail to select 
diets that meet present-day nutritional stand¬ 
ards. It may be unrealistic to envisage within a 
generation very extensive changes in food hab¬ 
its. Yet it can be hoped that by 1950, and cer¬ 
tainly by i960, the extension of nutritional edu¬ 
cation will effect desirable changes in food con¬ 
sumption patterns so that the proportion of 
our population with poor diets should be much 
lower than before the war at every income and 
expenditure level. 

a. QUANTITIES OF FOOD 

In the absence of any method of measuring 
the magnitude of possible change due to edu¬ 
cation in food habits, the estimates of demand 
in Table 37 have been based on the dietary 
shifts that would be expected to accompany 
an increase in purchasing power from a per 
capita national income of $586 in 1940 to $733 
in 1950 and $787 in i960, assumed by this sur¬ 
vey. With these higher income levels, the de¬ 
mand for meat, dairy products, citrus fruits 
and the more expensive vegetables would be 
substantially increased. (Both income and 
food prices have been estimated in terms of 
the 1940 price level.) 

The per capita consumption of fluid milk, 
or its nutritional equivalent in other forms, 
may be expected to rise somewhat above the 
levels reached early in the war. There may be 
*omc increase in the proportion of milk pur¬ 
chased in the evaporated or dried form, but, in 
general, the apportionment of the milk con¬ 
sumed among the difTcrcnt products probably 
w ill remain substantially the same. The per 
capita consumption of potatoes and sweet po- 
tatocs, eggs, butter and other fats probably will 
remain virtually unchanged or will increase by 
only a few pounds. At the assumed income and 
price levels, butter and bacon may represent a 
larger portion of the total demand for fat than 
*n recent years. The household purchase of 
flour and cereals, as such, will probably decline. 


Table 37 

Estimated Per Capita Demand for Foods, 
1936, 1940, 1950 and i960 

(Mil{ in Quarts ; Eggs in Dozens ; Other Food 
in Pounds, Kitchen Weight) 


Food Group 

1936 

/940 

1950 

i960 

Milk* 

1 77 

213 

2 3 2 

2 37 

Tomatoes and citrus fruit 

8? 

88 

102 

106 

Leafy, green and yellow 
vegetables 

69 

83 

84 

86 

Potatoes and sweet po¬ 
tatoes 

127 

*37 

*53 

*53 

Dry beans, peas and nuts 

11 

16 

10 

9 

Other vegetables and fruit 

203 

197 

2 55 

2 5 » 

✓ 

EggS 

2 3 

2 5 

2 5 

26 

Meat, poultry and fish 
(excluding bacon and 
salt side) 

,2 3 

*47 

163 

167 

Flour, cereals (flour 
equivalent of baked 
goods) 

196 

201 

212 

212 

Fats and oils (includ¬ 
ing butter, bacon and 
salt side) 

62 

7 2 

7 « 

7 « 

Sugars and sirups (house¬ 
hold purchase) 1 ' 

7 1 

75 

76 

76 


bOU’tC ana mtinvf. "IT"-— 

a. Includes fluid milk and its equivalent in the forms o 
condensed, evaporated and dried milk cheese, cream and 
icc cream. The equivalences are figured on the basis of the 

“blhS sirups and preserves exclusive of the sugar in 
commercial bakery products and commercially canned and 
preserved food. 


but increases in the consumption (and waste) 
of bread and baked goods will offset these de¬ 
creases. The household purchase of sugar, in¬ 
cluding sweets and preserves, may not be ap¬ 
preciably changed from the levels reached be¬ 
fore the war. (The estimate given docs not 
cover sugar used in canned fruits, baked goods, 
confectionary, soft drinks and other bever¬ 
ages.) Consumption of lean meat, poultry and 
fish may be expected to Ik slightly higher than 
in 1941. The use of citrus fruits and tomatoes, 
fresh and canned, and of other fruits and vege¬ 
tables probably will be greater than before the 
war. 

Despite progress toward better nutrition, a 
large part of the population will probably still 
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have unsatisfactory diets, even in i960, unless 
special measures are taken. The spending of 
families of different size in the different in¬ 
come brackets will differ little from 1936 and 
1941, unless there is a substantial change in the 
price level and in dietary patterns. Without 
such changes, it seems likely (on the basis of 
the assumptions in Appendix 10) that the 
diets of fully one seventh of the families in 
1950 and one eighth of the families in i960 will 
be in great need of nutritional improvement. 

b. CONSUMPTION EXPENDITURES 

It is estimated that expenditures for food, 
beverages and tobacco combined will amount 
to $27.4 billion in 1950 and $51.1 billion in i960, 
compared with $21.9 billion in 1940. 1 * These 
estimated expenditures constitute approxi¬ 
mately 31 per cent of total consumption ex¬ 
penditures, a proportion similar to that of the 
late 1920's and the years immediately pre¬ 
ceding World War II. 

Food and Beverages 

The estimate of expenditures for food and 
nonalcoholic beverages is an extension of past 
experience. These expenditures, measured in 
constant prices, increased more rapidly than 
population, reflecting increased per capita con¬ 
sumption. The upward trend of the Depart¬ 
ment of Agriculture's index of per capita food 
consumption bears this out. 14 The increase re¬ 
sults from the shift away from relatively cheap 
foods such as potatoes and grain products to 
the more expensive kinds like meats, dairy 
products, fruit and vegetables. 

The use of commercially processed and of 
higher-priced food has increased with the rise 
in purchasing power and the standard of liv¬ 
ing. And once established, the increased con- 

13. See Appendix 6 for deoiled figures on consump- 
«ion expenditures from 1909 10 1942, and Appendix 9 for 
method of estimating 1950 and i960 expenditures. Esti¬ 
mates for 1950 and i960 arc expressed in terms of dol¬ 
lars of 1940 purchasing power. 

14. This is not the index of total quantities of food con¬ 
sumed per capita, but the siuantitics of each type of food 
consumed weighted by average prices in the base period. 


sumption failed to decline as much as the de¬ 
cline in the general level of living during the 
depression. 1 ® However, because food prices 
dropped further than the prices of other goods 
bought by consumers, the proportion that food 
constituted of total consumption expenditures 
did not increase during the depression, but de¬ 
clined somewhat. 

In short, while food consumption has varied 
with total consumption, the amounts consum¬ 
ers spent for food also varied with the price 
level and with the relation of food prices to 
other prices. On the basis of the long-term 
trend in relative importance and the 1932- 
1941 average relationship between expendi¬ 
tures for food and nonalcoholic beverages and 
disposable income, it is estimated that such ex¬ 
penditures would increase from $16.4 billion 
in 1940 to $20.6 billion in 1950 and to $23.3 bil¬ 
lion in i960. 

Expenditures for alcoholic beverages 
amounted to 5.1 or 5.2 per cent of total con¬ 
sumption expenditures in each of the years 
from 1936 to 1941. In the years immediately 
before, the proportion was smaller; but the 
liquor and beer industries were then adjusting 
themselves to the repeal of Prohibition. After 
1941 the proportion was higher; but this was 
apparently due to the war. On the basis of the 
long-term trend in relative importance and the 
average relationship between expenditures for 
alcoholic beverages and disposable income for 
the non-Prohibition years in the 1909-1941 pe¬ 
riod, expenditures in 1950 arc estimated at $4.5 
billion and in i960 at $5.2 billion, or 5.1 per 
cent of total consumption expenditures in each 
year. 

Total consumption expenditures for food 
and beverages would thus increase from $20 
billion in 1940 to $25.1 billion in 1950 and to 
$28.5 billion in i960 (in 1940 prices). 

The American people arc likely to continue 
their increasing consumption of food in restau¬ 
rants and other eating places. Travel as a form 
of recreation has speeded this growth in the 

15. Expenditures for food in constant prices did not de¬ 
cline as much as total consumer expenditures, also ex¬ 
pressed in constant prices. 
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Table 38 

Estimated Consumption Espenditu.es for Food, Liquor and Tobacco in 
1950 and i960 Compared With 1940_ 



Expenditure 


Percentage of Total 
Consumption Expenditures 

Croup 

1940 

1930 

S960 

1940 

1950 

19 f, o 

Total 

Food and beverages 

Inside the home 

Outside the home 

(In Billions at 1940 Prices) 
$ 21.9 $274 $311 

20-0 25.I 28.5 

I5.3 l8.8 21.0 

47 6.3 7-5 

31.O 

28.3 

21.6 

6.6 

31.2 

28.5 

21.4 

7 * 

30.6 
28.0 

20.7 
7-4 

Food and nonalcoholic 
beverages 

Alcoholic beverages 
Tobacco 

16.4 

36 

* 9 

20.6 

4-5 

2-3 

23-3 

S 2 

2.6 

23.2 

5 -i 

2-7 

23-4 

5 * 

2.6 

22.9 

5 » 

2.6 

Noie: Discrepancies in addition* arc due lo round.ng. 


patronage of eating and drinking places a!ong lion in .960, compared with $. 5 -3 billion in 
highways and in parks and amusement areas. I 94 <>- 
As a result of the experience during the war, j obaccQ 

the number of industrial establishments wit Consumcr expenditures for tobacco have av- 
canteens or lunchrooms operated by the man- G f total consumption 

agement or employees will doubtless increase During lhe ,930's 

Partially offsetting this, by 1950 constituted a higher proportion of 

part of consumer expenditures for lunches ® | cons umption expenditures than during 

school children is likely to have bccn assumcd ^ This upward trend was due largely 

by state and local governments; and by i960 ^ incrcascd smok ing by women, and the shift 

there may be a much broader extension of cheapcr forms of tobacco to cigarettes, 

school lunch as part of the school budget. HoWCVcrt [he 1930*5 show a stable level, which 
Assuming a continuance of the long-term ^ ™ $hift l0 cigarettes and the in- 

trend in relative importance and the avcrag o( womcn into the smoker group arc 

lationship between food consumed outside the lelc . Continuance of the prewar 

home and disposable income during the 19^2 c .ou-i<) 4 ! relationship 

.94. period, estimated expenditures for th.s ^ .Icco J^nihurcs’and disposable 
purpose in .950 would be $6.3 billion and S 7 -5 in c r,i m n,cs of $a-3 billion in 

billion in i960, compared with S4-7 b' lllon ,n jnJ $2 6 biHion in ,960, or 2.6 per cent of 

Tood consumed outside the home would total consumption expenditures in both year, 
represent 25 per cent in 1950 and 26 per cent ( ce a 

in i960 of total consumcr expenditures for ^ Nutritional Requirements 

food and beverages, compared with 25 per cent ni r icance of levels of consumption of 

m .940 and .8 per cent ,n 19* ,c ^ , g o(xl commo di.ies on a national, fam- 

erages consumed ms.de the home willthu ndivi j u3 | basis can be understood only 

amount to $18.8 billion in 1930 and to >21 uil > 
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in terms of the nutritive value of various foods 
and the nutritional requirements of human be¬ 
ings. 

Food habits of people differ greatly from 
one part of the world to another and have 
changed from period to period. Some popula¬ 
tions have survived on vegetarian diets; some 
have lived chiefly on animal products; but, in 
general, the human race has had a mixed diet. 
However different its outward aspect, every 
diet that has had survival value has provided at 
least the minimal quantities of some three 
dozen chemical substances or nutrients, each 
of which is essential to life and health. 

3 . BASIC CHEMICAL REQUIREMENTS 

Food nourishes the body by supplying: the 
fuel to yield energy needed for warmth and 
work; structural materials for the growth and 
upkeep of the body tissues; and substances 
which keep internal bodily conditions right so 
that life processes may proceed normally. The 
names of the nutrients or factors of nutritive 
values — calories, protein, calcium, vitamin A, 
thiamine, riboflavin, niacin, vitamin C and 
vitamin D — arc typical technical terms that 
arc rapidly becoming useful household words. 

The scientist in the laboratory can determine 
food needs in terms of the chemical substances 
required by the human body. But people buy 
and cat foods rather than nutrients, per se. The 
task of relating the two is less complicated than 
might appear at first glance because enough is 
known about the nutritive value of foods to 
group them into broad categories, each with 
distinctive though overlapping functions. 
Practically every food can be classified in one 
of the following groups: (i) milk, (2) meats, 
fish, poultry and eggs, (5) fats and oils, (4) 
vegetables and fruits, (5) grain products, (6) 
sugar and related products, (7) beverages, con- 
ditiK'nts. sauces and salts. Some of these foods 
are ••od sources of many nutrients. An out¬ 
standing example is milk, which is the most 
nearly complete single food. Others, like sugar, 
condiments and sauces, arc important out of 
proportion to their nutrient content because 

106 


they add flavor to and increase the acceptabil¬ 
ity of other foods. Still others, like fats and oils, 
add “satiety” value to diets, in addition to be¬ 
ing valuable nutrients. 

(1) . Calorics 

Quantitatively, the largest food need is for 
organic materials — the carbohydrates, fats 
and proteins, which furnish energy. Every act 
and movement of life involves expenditures of 
energy. As a by-product and end-product of 
activities involved in life processes, there re¬ 
sults enough heat to maintain the body’s tem¬ 
perature above its surroundings, which is 
necessary for reasonable comfort. 

The body’s expenditures of energy are deter¬ 
mined mainly by its internal and external ac¬ 
tivities. An average-sized man sitting still ex¬ 
pends about a hundred calories an hour and 
about 65 calories when asleep. Thus a normal, 
average-sized man, living at rest and taking 
just enough food to maintain his body weight, 
would probably require and expend about 
2,000 calories a day. On the other hand, he 
could double the day’s energy output by eight 
hours’ use of his large muscles. Children re¬ 
quire relatively more energy per unit of weight 
than do adults. 

The most important and relatively inexpen¬ 
sive sources of energy arc bread, cereals and 
other grain products. Fats and oils are the 
most concentrated sources. Sugar, sirups, mo¬ 
lasses, honey, sweet preserves, and the like, are 
important sources, and starch-rich roots, tubers 
and fruits, such as potatoes, yams and bananas, 
are economical sources of energy. Leguminous 
seeds and nuts, such as dry beans and peas, are 
similar in some ways to the starch-rich prod¬ 
ucts. 

(2) . Proteins 

Proteins are highly complex substances 
which in the process of digestion are resolved 
into simpler substances known as amino acids. 
Of the twenty-odd kinds of amino acids found 
in the body tissues, however, only about half 
must be supplied by food. If the indispensable 
amino acids arc abundantly furnished in the 
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powdered form, as cheese, or in various other 
forms preferred by different people, milk is an 
economical source of proteins of high quality. 
The legumes and grain products, too, are 
highly useful as sources of protein. 


L1UU1 uu. • —- - 

most often fall below present-day dietary rec- 

ommendations. 

Milk in its various forms and the green leaty 
vegetables are by far the best source of calcium. 
If calcium is amply provided in a diet, phos- 

■ ■ L. » nroKIcm 


ghly useful as sources of protein. ““v c«ses to be a problem 

Food proteins differ in the.r b, °’°g , “ 1 ” “ e Lightly milled gmin products are good sources 
because they contain different P r °P° ru °" s as arc 8 l ca n meat, poultry, eggs and 

the individual nutritionally essential vegetables, especially the green-colored 

acids. Further research must determine ^ ,^ ine i$ defi ^ nt in ,he soil and water, 

much we can depend upon the protein in g f 00 ds produced, in some areas 

table foods such as cereals and ^gumes nd ^ ^ ^ 

how much these cheaper forms of prol GrcJ( Labcs rcgion . Iodized salt is on the 

foods must be supplemented b X lhe ™ re ' 0St J to offset this possible lack, 

animal products such as eggs, mil>mea . deficiency probably is much more 

Several of the legumes, including s 0 )*"" ■ ([ , than physicians commonly realize 

peanuts and the ordinary garden or fie pe , ^ |hcre j$ no good way of detecting it. 

contain proteins that are very similar ehemi- b «» us '^ " a , 8 birlh has a much smaller 

cally and nutritionally to those of meadow The human^ ^ ^ 

large a place it is nutritionally wise to gi j! ve | ope d body. This characteristic of being 

the legume proteins in diets containing re j ^ ^ sofl fl exi ble bones has had survival 

tively small portions of animal P'°““ “ T* value £or our species because the giving of 

a subject of investigation. ' J birth is thereby rendered easier and safer. Once 

been done, however, to show that it is unn born, however, normal dc- 

sary to specify that some fixed proportion of the enua y . . .. 

7 . .* / . i • •_ i.ninn a nro 


protein be of animal origin in setting a pro¬ 
tein standard for dietaries. 

(3). Mineral Elements 


me cniuj ~-- - , 

velopmcnt requires that the child increase the 

amount and also the percentage of calcium in 
his body at the same time that the body weight 
is increasing rapidly. This means an acccniu- 


Mineral Llements is incroi>m£ . 

Klh ' „ fn h ow alc d need for calcium as compared with the 

Investigators do not yet agree fof Qlhcr body building materials. The 

many of the 92 chemical elements are esse .1 ^ which the body builds the needed cal- 

to human nutrition, because some of the ^ {(s slructurc depends in large part 

ments are present in such minute , he dai | y amount received in food, better 

trace of any clement occurring in nature *, 1 , • children results when they re- 

bc accidentally present in food 7ve and store calcium in morc-libcrakhan- 

or the dust of the air. Although we may not he ceivc 

. • . it .1. . ali-mrnf IS 


VI UK uusi U1 UK ail. . . 

entirely certain whether the trace element is 
nutritionally essential, there may be scicntihe 
justification for ignoring it in dietary ealeu a- 
tions because, if it is essential to nutrition, t c 
amount needed is so small as to be automati¬ 
cally provided by a diet of ordinary foods. 

Of the mineral elements concerned in nutri¬ 
tion, all but four probably can be left to chance. 


ceivc ana store wiuuu. . f - 

average amounts. Experimental work on ani¬ 
mals confirms these findings and indicates that 
increasing the calcium content, even up to 
levels of more than twice that of minimal 
adequacy, gives increasing benefits through¬ 
out the life history of the individual, and also 
adds to the stamina of the following genera¬ 
tion. 
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(4). Vitamins 

The substances called by the group name 
vitamins are not a natural or closely related 
group. Each is given a more distinctive and 
independent name as soon as there is sufficient 
acquaintance with its chemical nature. Only 
the six best-known ones will be discussed here. 

Vitamin A 

Vitamin A is essential to the maintenance of 
normal cellular structure and the functioning 
of the body’s external and internal surface 
membranes. A certain dryness of the skin is 
one of the first signs of shortage to those who 
arc trained to recognize it, although the short¬ 
age of vitamin A may result in a similar in¬ 
jury to other parts of the body, with resulting 
trouble in the respiratory or digestive system. 

Many people who never show gross symp¬ 
toms of vitamin A deficiency nevertheless 
probably do pass through periods of shortage 
of this highly important substance. Experts 
have found certain roughnesses on the mucous 
membrane of the eye to be fairly common, a 
condition believed to be due to shortage of 
vitamin A. The keenness of sight of aviators 
and of industrial workers is reported to have 
been increased, and night blindness decreased, 
by diets improved in vitamin A value. (Even if 
these reports lack the conclusivcncss of labora¬ 
tory findings, they arc suggestions that should 
not be ignored, in view of the essential part 
vitamin A plays in the chemistry of vision.) 

There is no doubt of the importance of lib¬ 
eral amounts of vitamin A in the diet. Rats re¬ 
semble human beings closely in their reactions 
to vitamin A, and well-controlled experiments 
with large numbers of animals extending 
through their lifetime and successive genera¬ 
tions have conclusively shown that food of 
high vitamin A value is a large factor in rais¬ 
ing hitherto accepted normal levels of perform¬ 
ance and promoting better health and longer 
life. 

Rutter, whole milk, eggs and liver arc good 
sources of vitamin A. Certain fatty fish and 
fish oils ' > contain this nutrient. Very impor¬ 


tant also are leafy, green and yellow vegetables, 
because the carotenes they contain can be con¬ 
verted to vitamin A by the body. 

Thiamine 

Thiamine (vitamin Bj) is recognized as es¬ 
sential to health at all ages. When the diet is 
noticeably deficient in this substance, the burn¬ 
ing of carbohydrates and other fuel foodstuffs 
is interrupted. Deleterious products of incom¬ 
plete oxidation then circulate in the blood, and, 
perhaps because of this, there is usually a fail¬ 
ing of appetite and an onset of functional nerv¬ 
ous disorder. In oriental countries, where large 
numbers of people live predominantly upon 
white rice, shortage of vitamin Bj is evidenced 
by the disease beriberi. Of much more fre¬ 
quent occurrence in the United States arc rela¬ 
tively mild but long-continued shortages of 
thiamine which do not produce the typical 
symptoms of beriberi, but which may be re¬ 
sponsible for much of our all-too-common ill- 
defined heart and nerve troubles. (Symptoms 
of mild deficiency include depression, irrita¬ 
bility, quarrelsomeness and fearfulness.) 

The most important source of vitamin B, is 
the meat, poultry, fish and eggs group. An¬ 
other good source is lightly milled grain prod¬ 
ucts, or enriched flour and bread. Smaller 
amounts arc contributed by vegetables, fruits 
and milk. 

Riboflavin 

Riboflavin is needed for the formation of 
substances which function by expediting some 
of the chemical reactions involved in our life 
processes. It is necessary for growth and nor¬ 
mal nutrition at all ages. Insufficient quanti¬ 
ties over long periods may be followed by di¬ 
gestive disturbances, nervous disorders, some 
types of "eyestrain,” and lowered general re¬ 
sistance. With riboflavin, as with calcium, re¬ 
cent research has shown that there is a wide 
zone between the amount sufficient for appar¬ 
ently normal health on the one hand, and the 
amount that yields best results on the other. 
From the minimal adequate level, successive 
enrichment of the diet in riboflavin yields bet- 
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ter health up to intake levels more than twice 
that of minimal need. Riboflavin deficiency 
has recently been found to occur rather fre¬ 
quently in various parts of the world, and is 
reported to be the most frequent dietary defi¬ 
ciency in the southern part of the United 

States. 

Here again, milk is the outstanding source 
of supply. Next in importance are meat, fish, 
poultry and eggs. 

Niacin 

Niacin, like thiamine and riboflavin, is part 
of the enzyme system involved in carbohy¬ 
drate metabolism, and hence is necessary to 
health at all ages. Some niacin, as well as cer¬ 
tain others of the vitamin B complex, can be 
produced in the body, probably by micro¬ 
organisms in the intestine, when dietary condi¬ 
tions arc favorable. Niacin is sometimes called 
the pellagra-preventing vitamin, but because 
dietary deficiencies seldom arc single, pellagra 
probably is due to shortages of more than one 
nutrient. Meat, poultry, fish, lightly milled 
grain products and potatoes arc the chief 
sources of niacin. Peanuts, too, arc an excel¬ 
lent source. 

In addition to thiamine, riboflavin and nia¬ 
cin (the three factors of the B complex in¬ 
cluded in the dietary recommendations listed), 
other members of the group, such as pyroxi- 
dine (vitamin B 0 ) and pantothenic acid, 
should be given consideration. But at the pres¬ 
ent time no specific values can be given for the 
amount required in the human dietary. How¬ 
ever, foods supplying an adequate amount of 
thiamine, riboflavin and niacin (nicotinic 
acid) also tend to supply enough of the re¬ 
maining B vitamins. 

Ascorbic Acid 

Ascorbic acid, or vitamin C, is essential to 
the integrity of the cement substance which 
lies between the cells of the body's various tis¬ 
sues and keeps each cell properly set and sup¬ 
ported for the performance of its part in the 
work of the body. This involves, among oilier 
things, the prevention of hemorrhages or ooz¬ 


ing of blood through tissue, which in a short¬ 
age of vitamin C may occur in almost any part 
of the body; the maintenance of a healthy con¬ 
dition of the gums and teeth; the development 
and maintenance of conditions for normal 
growth and calcification of bone; and the regu¬ 
lation of heart muscle and of muscle tone gen¬ 
erally. Moreover, vitamin C may have an im¬ 
portant part in what some research workers 
have called "the preservation of the character¬ 
istics of youth." Liberal amounts of vitamin C 
in the body also may increase its ability to re¬ 
sist the toxins formed by certain species of 
bacteria. 

The great sources of vitamin C arc vege¬ 
tables and fruits, especially leafy, green and 
yellow vegetables, citrus fruits and tomatoes, 
and, in the quantities consumed in some coun¬ 
tries, potatoes. 

Vitamin D 

Vitamin D is a group of fat-soluble organic 
substances that help to prevent rickets and pro¬ 
mote the utilization of calcium. While they 
occur to some extent in milk, eggs and fatty 
fish, the amounts obtained from these food 
materials arc usually considered negligible in 
comparison with the large amounts which can 
|,c obtained from small quantities of certain 
fish-liver oils. Vitamin D is also produced in 
ihc body by exposing the skin to sunshine or 
artificial light containing suitable ultraviolet 
rays. 

b. ACTUAL CONSUMPTION OF NUTRIENTS 

The relative food-energy or caloric value of 
the per capita food supply has remained fairly 
constant since 1920, which is not surprising be¬ 
cause the number of calorics a person can use 
day in and day out is limited unless he wishes 
to gain weight. About 6 per cent more calorics 
were available in 19^1 d»an in I 935 “* 939 - 15u ' 
ii is possible that there was more wastage of 
foods in 1941 than in the comparatively less 
prosperous earlier years or after the outbreak 
of war when food conservation was stressed. 
(Because the same factors for waste have been 
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Table 39 

Average Quantities of Nutrients Available for Civilian Consumption Per Capita Per Day, Uncooked Basis, 1920-1943* 
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used for each year in these calculations, the fig¬ 
ure for 1941 may be slightly high.) Food sup¬ 
plies for 1942 and 1943 furnished fewer calories 
than in 1941, principally because of smaller 
sugar consumption. The quantities of calorics 
and other nutrients provided since 1920 by this 
country’s civilian food supply (before cook¬ 
ing) are shown in Table 39. 

Protein consumption was fairly stable dur¬ 
ing the 1920’s and 1930’$ but since 1940, with 
the increased consumption of dairy prod¬ 
ucts, meats, poultry and eggs made possible by 
plentiful supplies and relatively high purchas¬ 
ing power, protein consumption levels have 
been higher. Throughout the period from 1930 
to X943, between 56 and 60 per cent of total 


and bread during the latter quarter of 1943)- 
If the consumption of other foods remains 
about the same, a 5 per cent increase in milk 
consumption will bring about approximately a 
4 per cent increase in the available national 
supply of food-calcium and a 2 or 3 per cent 
increase in the total riboflavin in foods (not 
counting synthetic products added). Increases 
in the intake of calcium and riboflavin are par¬ 
ticularly significant because studies have 
shown that diets are often deficient in these 
two nutrients, especially among nonfarm fam- 

,l "Iron is usually fairly well supplied in Amcri- 
can diets because it is provided by a wide vari¬ 
ety of foods. Since no one food or group ot 


to 1943, between 56 and 60 per cent ot total |sttnding contribution of 

protein was derived from animal sourc lo , al , there was little varia- 


ic n from meat, poultry, fish, milk and eggs 
This is a relatively higher proportion than in 
most countries, even before the war, and a 
higher proportion than is probably needed to 
supplement cereal grains. 

The vitamin A value in the national food 
supply has remained remarkably constant dur¬ 
ing the last quarter century, whereas vitamin 
C showed an upward trend throughout the 
1930’s. This upward trend reflects increasing 
consumption of the vitamin-rich citrus fruits 
and tomatoes. 

Estimated per capita intake of vitamin C has 
increased 15 per cent since 19*0, while the in 


iron 10 ihc national total, there was little var.a- 
lion in the per capita quantity available until 
,042. Late in 194', in ™ ' n ° rl to improve the 
nutritive quality of white bread and white 
flour, which arc important in the diets of low- 
income groups, iron, vitamin B, and niacin 
were added, and the products sold as en¬ 
riched." In October 1943. larger amounts ot 
iron, vitamin B, and niacin were put in and 
riboflavin also was added. After January 1943. 
bv order of the War Food Administration, 
nearly all commercial white bread was en- 

' The program of enrichment of white flour 

V I .1._I>r>r nnil:l 


increased 15 per cent since 19*0, while the in- y h , l aV eracc per capita 

crease in consumption of citrus fruit and toma- an " ^ of fhe nulricnls added, and that 

toes has been about s° per cent. 1 omatocs anu PP / . ,, »-1 ArrrrM- 

. . . . . ' e -i_ 


citrus fruit furnished 30 per cent of the total 
ascorbic acid in the food supply in 1943 . com * 
pared to 20 per cent in 1930 and an average of 
24 per cent in 1930-1939- 
Quantities of calcium and riboflavin con¬ 
sumed have increased steadily since I 934 » 
largely because of higher consumption of milk 
and milk products other than butter. About 
three fourths of the total dietary calcium and 
almost half of the riboflavin arc derived from 
these foods. The consumption of milk and 
milk products other than butter has increased 
by 25 per cent since 1934. total calcium intake 
by 20 per cent and riboflavin by 15 P° r ccnt 
(excluding that added by enrichment of flour 


of thiamine especially. A trend toward dccreas- 
,„g amounts of thiamine in the national the. 
was reversed in the middle .930 s when there 
was a sizable increase in the production and 
consumption of pork, which is a rich source 
of thiamine. Without enrichment of white 
bread, however, there would have been a level¬ 
ing olT in the thiamine content of the nation s 
food during the early .940 s. 1 he average 
quantity of vitamin B, in civilian food during 
,044 was a third higher than in .935-939. 
and 24 per cent higher than k would have been 
without the enrichment of bread and flour. 
Because the quantities of extra iron and IS vita¬ 
mins .0 Ik added .0 enriched bread and flour 
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were increased after October i, 1943, l ^ c bene¬ 
fits of enrichment were even greater in 1944. 
Grain products now furnish about 30 per cent 
of the total thiamine in the average per capita 
food supply, compared with about 15 per cent 
prior to enrichment. 1 ® 

Milk products were the outstanding source 
of calcium during the i93o’s, supplying three 
fourths of the total. And they supplied nearly 
half of the riboflavin and more than a fifth of 
the protein. Tomatoes and citrus fruits sup¬ 
plied about a fourth of ascorbic acid (vitamin 
C); and green and yellow vegetables a some¬ 
what larger proportion, together with more 
than a fifth of the vitamin A. Potatoes con¬ 
tributed to all of the nutrients, but especially 
to ascorbic acid and vitamin A, of which dried 
beans and peas and nuts were negligible 
sources. Meats, poultry and fish, and grain 
products together accounted for more than a 
third of our food energy (calorics), more than 
half of our protein, thiamine and niacin, nearly 
half of the iron and more than a fourth of the 
riboflavin. Sugars and sirups and fats and oils 
also contributed heavily to food energy. And 
fats and oils contributed appreciably to our 
vitamin A supply. The importance of each of 
the major types of food as a source of nutrients 
in the national diet is shown in Table 40 for 
the decade of the ig^o’s. (Sec also previous sec¬ 
tion on diets at different income levels.) 

C. NATIONAL RESEARCH COUNCIL S DIETARY 
RECOM M EN D ATIONS 

It is necessary to think in terms of nutrients 
when dealing with problems of the relative 
importance of various foods. 

A set of dietary recommendations developed 

16. Lest this picture Rive a more favorable impression 
of our diet than is iustified by the facts, it should be noted 
that in computing nutritive values, only average quantities 
of inedible refuse were deducted from the data on food 
brought into the house. Also, because of our inadequate 
knowledge, insufficient account probably was taken of 
losses of nutrients in food preparation and service. Further¬ 
more. the improvements in certain nutrients due to an en¬ 
richment program has less significance, perhaps, than the 
same degree of improvement which might result from 
natural foods, inasmuch as addition of synthetic nutrients 
affords improvement only in the specific items and not in 
others with which they may be associated naturally, but of 
whose existence or significance we may as yet be unaware. 


AND RESOURCES 

by the National Research Council of the 
United States in 1941 (shown in Table 41) 
represents the best evidence then available on 
the amounts of the various nutritive essen¬ 
tials to include in practical diets. The scientific 
literature on the subject of each of the dietary 
essentials was critically appraised, and, in addi¬ 
tion, judgments as to the various requirements 
were solicited from a considerable number of 
nutrition authorities, as well as from mem¬ 
bers of the Council’s Food and Nutrition 
Board, especially those whose research bore 
particularly on the problem. The values ar¬ 
rived at thus represented the combined judg¬ 
ment of more than 50 persons qualified to ex¬ 
press an opinion on the subject. This does not 
mean, of course, that every contributor would 
fully agree with all the figures as given. It docs 
mean, however, that the values arc ones they 
were willing to accept tentatively, until stand¬ 
ards derived from more extensive and exact re¬ 
search data can be obtained. The term "recom¬ 
mended allowances" rather than "standards" 
was adopted to avoid any implication of final- 
ity. 

The allowances for specific nutrients were 
intended to serve as a guide for planning ade¬ 
quate nutrition for the civilian population of 
the United States. The quantities given were 
planned to provide not merely the minima 
sufficient to protect against actual deficiency 
disease, but a fair margin above this to ensure 
good nutrition and protection of all body tis¬ 
sues. Since the actual requirements for these 
purposes arc not precisely known, the margins 
of safety may vary considerably for the differ¬ 
ent factors. Furthermore, the allowances sug¬ 
gested are for persons in good health, and 
needs may vary markedly in disease. For ex¬ 
ample, in febrile conditions there usually is an 
increased need for calorics, thiamine and as¬ 
corbic acid. The need for these or other con¬ 
stituents may also be greatly altered in other 
diseases, especially those of the alimentary 
tract, which interfere with normal absorption. 

The amount of calories and other nutrients 
required varies considerably with age, sex, 
weight and physical activity. Children from 1 
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Table 40 






Daily Nutritive Value of Civilian Food Supply Per Capita and Contribution 



of Specified Food Groups, 1930-1939 Averace 










Vita¬ 

Vita¬ 









min C 

min B, 




Food 




Vita¬ 

(Ascorbic 

(Thia¬ 

Ribo¬ 


Food Croup 

Energy 

Protein 

Calcium 

Iron 

min A 

Acid) 

mine) 

flavin 

Niacin 





(Milli¬ 

(Inter¬ 

national 

(Milli¬ 

(Milli¬ 

(Milli¬ 

(Milli¬ 

(Colorier) 

(Crams) 

(Crams) 

grams) 

Units) 

grams) 

grams) 

grams) 

grams) 

Total From All 










Sources, per capita 
per day (uncooked 



0.86 
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3,260 
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13-9 
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(Percentag* 

’ 0/ Total Contributed by Each Food Group) 


Total 

IOO 

IOO 

IOO 

IOO 

IOO 

IOO 

IOO 

IOO 

IOO 

Milk, cheese, ice cream 

12 

22 

75 

8 

17 

7 

8 

46 

3 

Tomatoes, citrus fruit 
Green, yellow vege¬ 

* 

1 

2 

2 

7 

24 

28 

3 

I 

2 

tables 

I 

2 

3 

5 

21 

4 

3 

2 

Potatoes 

4 

3 

3 

8 

'5 

21 

8 

4 

11 

Dry beans, peas, nuts 

2 

5 

2 

9 

0 

6 

I 

5 

Other vegetables, fruit 
E gg* 

Meat, poultry, fish 

4 

2 

10 

2 

6 

28 

4 

3 

2 

8 

8 

25 

11 

6 

11 

18 

0 

2 

4 

5 

43 

6 

10 

>9 

4 

b 

58 

Grain products 

27 

29 

5 

22 

O 

0 

*5 

7 

*3 

Fats and oils* 

20 

2 

b 

2 

12 

0 

4 

K 

1 

h 

2 

Sugars, sirups 

Cocoa, chocolate 

16 

0 


2 

0 

0 

b 

nr 

0 

A 

1 

t* 

• 

1 

0 

0 


O 


Source : Agricultural Situation. Department 

of Agricub 

a. 1 

Includes butter, bacon, salt pork and some 

vegetable 

ture, January 1944. 




oils. 

b. Less than 0.5 per cent. 
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10 3 years of age require 1,200 calories, and 
those 10 to 12 years old more than twice as 
many. At ages of 16 to 20 years, girls require 
2,400 calorics and boys 3,800 calories. A man of 
average weight needs 4.500 calorics if he is 
"very active" physically, but only 2,500 if en¬ 
gaged in a sedentary occupation. Caloric re¬ 
quirements of women vary similarly, and their 
caloric needs also arc substantially higher dur¬ 
ing periods of pregnancy and lactation. Boys 
16 to 20 years of age and nursing mothers need 
more than twice as many proteins as children 
under six. Expectant and, especially, nursing 
mothers require relatively large amounts of 
calcium; otherwise adults need less than chil¬ 


dren. Rapidly growing youths, expectant and 
nursing mothers, need the largest amounts of 
iron, vitamin A and ascorbic acid. 1 hiaminc. 
riboflavin and niacin requirements tend to 
vary with caloric needs. The daily dietary al¬ 
lowances recommended by the National Re¬ 
search Council's Food and Nutrition Board 
are shown in Table 41. 

Studies of family food consumption made in 
the middle 1930*5 indicate that fewer than a 
fifth of the families in this country then had 
diets that met the National Research Coun¬ 
cil's later recommendations for all of the seven 
nutrients — protein, calcium, iron, vitamin A 
value, ascorbic acid, thiamine and riboflavin. 
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But many of the shifts in food consumption 
that took place between 1936 and the spring of 
1942 were in the direction of improving the 
average nutritive values of family diets in the 
United States. The average per capita con¬ 
sumption of ascorbic acid in 1942 was half 
again as great as in 1936; riboflavin increased 
by about a fourth; calcium, thiamine and vita¬ 
min A increased around a fifth; and protein, 
iron and niacin about a tenth. Nonfarm and 
farm diets exhibited similar improvement. 
Compared with farm diets, nonfarm diets 
showed somewhat greater improvement in 
niacin and iron consumption. Farm diets, on 
the other hand, showed relatively more im¬ 
provement in ascorbic acid, thiamine, ribofla¬ 
vin and vitamin A. 

On the whole, diets of farm groups tend to 
be more abundant than urban diets in most 
nutrients, especially in protein, calcium and 
the B vitamins, and the percentage of farm 
families with satisfactory diets is higher than 
that of urban dwellers of comparable economic 
status. In general, the diets of the higher in¬ 
come groups provide more protein, minerals 
and vitamins than those of the low-incomc 
groups, both in absolute amounts and relative 
to caloric value. Low- and high-incomc-group 
diets differ most in their content of calcium, 
vitamin A, ascorbic acid, riboflavin and niacin. 

Undoubtedly, we shall have to modify and 
broaden our ideas of what makes up a satisfac¬ 
tory diet as research provides further knowl¬ 
edge of human nutritional needs and more 
complete information on the nutritive values 
of common foods. But there is every reason to 
believe that most population groups would ex¬ 
perience a remarkable improvement in work¬ 
ing efficiency and in zest for living, were it 
possible to put into general practice what is 
already known or believed to Ik true regard¬ 
ing the proper feeding of human beings. 

d. FOODS REQUIRED FOR ADEQUATE DIET 

As a rough guide to meeting the dietary al¬ 
lowances recommended by the National Re¬ 
search Council, seven basic groups of food. 


from each of which something should be eaten 
every day, are being emphasized. These are: 


Green and yellow vegetables — some to be eaten 
raw and some cooked 

Oranges, tomatoes, grapefruit — or raw cabbage 
or salad greens . 

Potatoes and other vegetables and fruits 
Milk and mUk products — fluid, evaporated, 
dried milk or cheese 

Meat, poultry, fish or eggs —or mature beans, 
peas, nuts or peanut butter 
Bread, flour and cereals — natural whole-grain or 
enriched or restored 

Butter and fortified margarine (with added vita¬ 
min A) 

In terms of a dozen groups of foods, several 
sets of market lists have been devised that de¬ 
viate from the food habits of various popula¬ 
tion groups in the United States only to the 
extent necessary to furnish nutrients in the 
quantities recommended by the National Re¬ 
search Council, and at the same time provide 
palatable and digestible meals without undue 
bulk. No single market list is a set of hard and 
fast rules, but merely a guide to an adequate 
diet. Other food combinations could be de¬ 
vised that would meet the dietary goals equally 
well. But lists that provide reasonably ade¬ 
quate diets within the framework of present 
cultural patterns can serve as a first approxi¬ 
mation of an adequate food supply for the 
United States. 

One such plan for moderate-cost food tor 
persons in different age and activity groups 
was devised in 194* by the Bureau of 1 Ionian 
Nutrition and Home Economics. This market 
list is general enough to Ik followed in any 
part of the country. It indicates the require¬ 
ments for an adequate die. in terms of weekly 
quantities of the following foods: milk; pota¬ 
toes, including sweet potatoes; dry beans, peas 
and nuts; tomatoes and citrus fruits; lea y, 
green and yellow vegetables; other vegetables 
and fruits; eggs; meat, poultry and fish; flour 
and cereals; fats and oils; and sugars, sirups 
and preserves. Here again there is a wide varia¬ 
tion for different age and sex groups, l or ex¬ 
ample, children require seven quarts of milk 


"5 



Table 42 

Market List for Moderate-Cost Meals in Terms of Kinds and Quantities of Food Per Person Per Week 
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FOOD. LIQUOR AND TOBACCO 


Table 43 

MoDERATE-CoST NUTRITIONALLY ADEQUATE DlET OF TABLE *2 

(Milk, in Quarts, Eggs in Dozens. Other Foods in Pounds) __ 


Actual Consumption 


Needs 


Food Croup 


Milk* 

Tomatoes, citrus fruit 
Leafy, green, yellow vegetables 
Potatoes, sweet potatoes 
Dry beans, peas, nuts 
Other vegetables and fruit 

Mai, poultry, fish (excluding bacon and 

Flour, cereals (flour equivalent of baked 

Faisand oils (including butter, bacon and 

salt side) .. 

Sugars, sirups (household purch ase) 


1940 

1940 

19 jo 

i960 

2*3 

300 

297 

296 

88 

100 

100 

100 

83 

160 

160 

162 

*37 

*55 

*53 

* 5 * 

16 

12 

11 

11 

*97 

205 

203 

201 

25 

25 

24 

24 

*47 

* 3 * 

* 3 * 

132 

201 

186 

*83 

180 

72 

100 

57 

57 

5 6 

5 6 

5 6 


SSK .tar in —- — — - - 

mcrcially canned and preserved food. _ 


per week, compared with five for adult men 
and women and more than ten quarts or 
nursing mothers. Pregnant women and nurs¬ 
ing mothers also require substantially larger 
amounts of potatoes, eggs, tomatoes and citrus 
fruits, and other fruits and vegetables than 
most other adults. (See Table 42.) 

Both men and women engaged in very ac¬ 
tive physical work require much more oi the 
energy-producing foods - potatoes, flour and 
cereals; dry beans, peas and nuts; meat, pou - 
try and fish; fats and oils; and sugars and sir¬ 
ups—than those engaged in sedentary or m 
erately active occupations. Sedentary workers, 
on the other hand, require larger quantities of 
the leafy, green and yellow vegetables, and the 
same quantities of such "protective foods as 
milk, eggs and tomatoes and citrus fruits as 
do the more active workers. 

This is clear from Tabic 43. which shows the 


annual per capita amounts of various foods 
needed to supply a moderate-cost nutrition* y 

adequate diet in 1940. * 95 ° and l &°- Ntarl> 
twice the per capita quantity of leafy, green 
and yellow vegetables, and almost half again 
as much milk, would be required as the actual 
consumption in 1940- There would also have 
to be increases in the consumption of tomn oc s 
and citrus fruits, potatoes and other vegetables 
and fruits. But an adequate diet would be pos¬ 
sible with substantial reductions in the per cap¬ 
ita consumption of sugars and sirups, fats and 
oils, and dry beans, peas and nuts and with 
somewhat smaller consumption of flour and 
cereals, and meat, poultry and fish. 

, 7 . Based on .he qualities given in .he market list in 

include industrial food or indus.rul nonfood uses. 



AMERICA’S NEEDS AND RESOURCES 


If everyone in the United States should alter 
his diet to conform to the market list, the con¬ 
sumption in the country as a whole of milk in 
its various forms — skim milk, fluid and dry, 
cheeses and evaporated milk — the vitamin-C- 
rich fruits and the nutritionally important 
leafy, green and yellow vegetables would in¬ 
crease substantially. 

The estimates for 1950 and i960 in Table 
43 are based on an assumption of a consider¬ 
ably decreased level of adult physical activity 
as compared to 1940 because of increased 
mechanization, other technological improve¬ 
ments and shorter working days. Unless these 
conditions prevail, there may not be much, if 
any, reduction in the consumption of the inex¬ 
pensive energy-giving foods. 

e. COST OF AN ADEQUATE DIET 

If everyone were to be supplied with the 
quantities of food specified in Table 42, it 
would cost approximately $19 billion in 1950 
and $20.4 billion in i960. In 1940 it would have 
cost a total of $17.5 billion, 1 * compared with 
actual expenditures for food and nonalcoholic 
beverages of S16.4 billion. This would mean a 
per capita expenditure of about $2.50 a week 
(in 1940 dollars) to supply every person with a 
nutritionally adequate moderate-cost diet. The 
average per capita expenditure for food and 
nonalcoholic beverages in 1940 was $2.39, al¬ 
most a quarter of which was spent for food 
prepared and consumed outside the home. 
This estimate of need, however, assumes that 
all meals arc prepared at home by unpaid fam¬ 
ily labor. 

19. These estimates were derived by multiplying the 
per capita needs of each food group for each class in the 
population by the average price per unit and adding the 
results. The prices used were derived from a food survey in 
the spring of 19.12 anil deflated to a 1940 base by the food 
group indexes of the Bureau of Lalsor Statistics. In the case 
of milk, for instance, all milk ami milk products con¬ 
sumed, such as condensed milk, cheese and ice cream, were 
reduceil to a fluid milk basis. This total was then divided 
into the total amount spent for milk anil milk products, 
giving the average price per quart. A similar operation was 
performed for each of the 1 1 food groups. In most cases, 
it was simply a matter of dividing total |>ounils bought 
into total prices paid and reducing the resulting average 
price to a 1940 base. 


If those spending $2.50 or more continue to 
consume at or above the minimum level, the 
aggregate cost would be $24.8 billion for 1950 
and $26.2 billion for i960. 20 These sums are 
for food alone, purchased uncooked. Under 
the income and high-level employment as¬ 
sumptions of this survey, consumers will 
spend only $20.6 billion for food and nonalco¬ 
holic beverages in 1950 and $23.3 billion in 
i960. Thus, under the assumptions of the sur¬ 
vey, 83 per cent of our food needs in 1950 and 
89 per cent in i960 would be met through nor¬ 
mal market processes. 

There can be no estimate of need for alco¬ 
holic beverages and tobacco. Indeed, many 
would argue that their use be eliminated. 
However, for purposes of this survey the need 
for those commodities is assumed to equal de¬ 
mand, or an estimated $6.8 billion in 1950 and 
$7.8 billion in i960. Adding these figures to the 
$24.8 and $26.2 billion estimated for food re¬ 
quirements in 1950 and i960, needs for the 
whole food, liquor and tobacco group would 
be $31.6 billion in 1950 and $34 billion in i960, 
compared with a projected demand of $27.4 
billion and $31.1 billion, respectively. 

Providing income enough for everybody 
to buy a nutritionally adequate diet docs not 
necessarily mean that everybody will have such 
a diet. Education is needed to create a desire 
for the nutritionally “right” food. Consumers 
should have a better knowledge of what mod¬ 
ern science says about the foods they need, and 
when necessary they should be prepared to be 
“food adventurers” — to learn to like new 
foods, or to change somewhat the proportions 
in which they cat familiar foods. Although we 
arc far from knowing all there is to learn about 
the food needs of the body, and how different 
foods contribute to this need, knowledge of 
nutrition has advanced far enough so that we 
know as never before the fundamental impor¬ 
tance of adequate nutrition and what its re¬ 
quirements arc. 

20. If the tumbril were set at $2.00 per capita, which 
would provide a nutritionally adequate low-cost diet, ag¬ 
gregate expenditures would be S22.5 and $23.8 billion in 
1950 and i960, respectively. (For method of arriving at 
these estimates sec Appendix 10.) 



CHAPTER 7 


CLOTHING, ACCESSORIES AND 
PERSONAL CARE 


According to Thorstein Veblen 

. . . expenditure for display is more obviously 
present, and is, perhaps, more universally poe¬ 
tised in the matter of dress than in any other line 

of consumption . . . it is by no means an uncom¬ 
mon occurrence, in an inclement elmute.for 
people to go ill clad in order to a P P«r ««" 

dressed. And the commercial value of theip«j» 
used for clothing in any modern eommunity is 
made up to a much larger extent o thef>shion 
ableness, the reputability of the goods than.of he 
mechanical service which they .ender m dmhmg 
the person of the wearer. The need of dress is em. 
nently a "higher" or spiritual need. 

However, clothing and personal care arc not 
only among the most important outlets of con¬ 
spicuous display, they obviously satisfy real 
and urgent physical needs as well. It is not sur¬ 
prising, therefore, that clothing and personal 
care expenditures have a place in the con¬ 
sumers budget next in importance to food anu 
shelter. In the 13-year period preceding the 
war, expenditures for personal care, clothing 
and accessories, shoes, jewelry and luggage 
and for their cleaning, storage and repair 
averaged $9 billion a year, or more than 14 P« 
cent of the total for all consumption goods and 
services. The purchase of these particular 
goods and services contributed heavily to tin- 
support of farmers growing cotton, flax an< 
wool and producing hides for leather: to the 
makers of cotton, wool, silk, rayon and nylon 
yarns and yard goods; the producers and .m 


By Faith M. Williams, Consultant on Costs and 
Standards of Living, and Louis Weikw, Scruor 
Price Statistician, Bureau of Labor Statistics. LLb. 
Department of Labor. Opinions expressed m 
chapter arc those of the authors and do not neces¬ 
sarily express the official position of the c P 3rl ' 
ment of Labor. 


porters of fats and oils; the clothing, luggage 
and soap-producing industries; and to all the 
intermediary wholesalers and retailers who 
transfer these goods from one owner to an- 
other. 

Because fibers, soaps and intermediate prod¬ 
ucts (including leather, fats and oils) arc also 
used for other purposes, it is impossible to 
measure precisely the importance of the per¬ 
sonal care, clothing and related goods indus¬ 
tries. Indeed, in the case of many fabrics and 
yard goods, even the retailer does not know 
whether they arc to be used for clothes or for 
housefurnishings when he delivers them to 
the customer. Nevertheless, by far the major 
portions of textiles and leather are used for 
clothing, shoes and luggage. It »s possible, thus, 
to indicate the general magnitude of the manu¬ 
facturing, distribution and service activities 
connected with personal care, clothing and 
related goods. 

In 1939 these activities accounted tor around 
31,000 manufacturing establishments with 2.2 
million wage earners; almost 21,000 wholesale 
establishments with nearly 138,000 employees; 
and 213,000 retail stores with more than 706.- 
000 employees. In addition, beauty and barber 
shops, cleaning and dyeing places, repair 
shops, laundries and other clothing service es¬ 
tablishments numbered almost frfioo and 
employed 583,000 persons. Not a l of die 1.4 
million employees in these wholesale, retail 
and service establishments were engaged in 
providing for personal care and distributing 
and servicing clothing and related goods and 
services. Wholesalers sell textiles for furnish¬ 
ings as well as for clothes, and leather for sad¬ 
dlery and harness as well as for shoes and lug- 


The Theory o, the U"*r< Ch,'. B. W. I ludnch. New 
York. . 918 . PP- «67-^8 ( V * k,n « PfC4,) - 


U9 
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Table 44 


Clothing, Accessories and Personal Care: 
Industries, Trades and Businesses, by Groups, 1939 


Kind of Business 

Number of 
Establishments 

Number of 

Wage Earners * 

Value of Products. 
Sales or Receipts 

Manufacturing 

3 °» 9 X 5 

2,187,278 

(In Thousands) 

$8,897,777 

Textiles and fibers 

6,282 

*.043,7*0 

3 . 690,724 

Apparel and other finished products 

* 9.349 

742,297 

3 ,* 43, 6 42 

Leather and rubber products 

3**75 

337.432 

* 402,966 

Jewelry 

1,306 

39.852 

210,345 

Soap, perfumes, cosmetics, etc. 

803 

23.987 

450,100 

Wholesale trade 

20,599 

* 37.542 

7,660,487 

Clothing and furnishings 

6,103 

39.778 

1,553,262 

Dry goods 

5.938 

56,100 

3,172,008 

Raw materials 

3,920 

12,489 

*, 775.804 

Jewelry 

2.075 

10,866 

3 * 5.838 

Leather, textile and other products 6 

2,563 

*8,309 

843.575 

Retail trade 

212,985 

706,193 

5,925,188 

Apparel stores 

106,959 

388,737 

3 , 258,772 

Drugstores 

57.903 

189,403 

*,562,502 

Dry goods and merchandise stores 

29.247 

89,189 

7*3.208 

Jewelry stores 

* 4.559 

35,249 

36 *,595 

Other retail stores* 

4 . 3*7 

3 . 6*5 

29,111 

Service establishments 

368,785 

582,95* 

1,479,200 

Laundries, hand and power 

22,0x8 

260,675 

499,362 

Barber and beauty shops, baths, etc. 4 

206,868 

* 79.477 

487.246 

447.063 

Apparel cleaning, dyeing, repair, etc.* 
Other service establishments' 

* * 7.703 

* 34.467 

22,196 

8.332 

45.529 


Sourer : Appendix ll. 

a. Includes employees in wholesale and retail trade, and 
service establishments; excludes self-employed. 

b. Includes leather and shoe findings; leather goods; 
textiles and materials: yarns; and toiletries. 

c. Includes secondhand clothing and shoe stores: and 
luggage stores. 

< 1 . Includes barber shop': beauty parlors: barber and 
beauty shops; and baths and masseurs' establishments. 


c. Includes cleaning, dyeing, pressing, alteration and re¬ 
pair shops: cleaning and dyeing plants; cleaning and reno¬ 
vating hats: fur repair and storage; and shoe repair. 

f. Includes shocshinc parlors; watch, clock and jewelry 
repair; hemstitching, embroidering and buttonholing; 
wearing apparel contract work; and costume and dress suit 
rental. 


gage. Drugstores .w II “practically everything." 
Among the service establishments, laundries 
and cleaning places do not confine their activi¬ 
ties to clothing. On the other hand, employees 
of dry goods establishments and department 
stores, which arc not listed here, sell the items 
discussed in this chapter, while a considerable 
number of agricultural workers arc engaged in 
producing cotton and other textile fibers which 
enter into articles of apparel. On the whole, 
between a half and three quarters of a m-llion 


business enterprises, with between three and a 
half and four million employees (exclusive of 
agriculture), arc engaged in meeting the cloth¬ 
ing and personal care demands of the Ameri¬ 
can people. (Sec Table 44.) 


1. Trends in Production and Taste 

A relatively high national income, coupled 
with the development of mass production 
methods for making inexpensive and well- 
designed clothes and keeping them clean, has 
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made it possible for the vast majority of the 
American people to dress in up-to-date styles 
and wear clothes that are whole and clean. As lc 
a people, we have come to attach considerable r( 
importance to personal appearance. Even the 
most eccentric genius in a Hollywood movie s , 
is well tailored by the end of the picture. In the u 
United States today, comparatively few people h 
have the hardihood to be shabby and to defy c 
the standards of the community in which they f 

live. . . , 1 

The American clothing standard is the re- c 
suit of three interacting long-term trends. One ^ 
of these, the shift from home and custom to ( 
factory fabrication, is a process that has been ( 
substantially completed. Another develop¬ 
ment, the change in taste toward lighter, func¬ 
tional and more uniform styles, appears to be 
at its height. The third is a shift in the utiliza¬ 
tion of materials, and the emergence of new 
types of materials with changes in the fibers 
utilized and in methods of processing; future 
possibilities in this direction arc very great. 

a. FACTORY PRODUCTION 5 

Factory-made clothing had very largely re¬ 
placed home sewing by 194°- Though it is not 
possible to measure this shift, we know that 
the output of manufactured textile products 
and clothing almost trebled during the first 
four decades of the century, and that per ca¬ 
pita production increased by about two thirds. 
By the mid-1920's, the men’s clothing indus¬ 
try, which got its start in the Civil War, was 
competing successfully with even the best cus¬ 
tom tailors. . , 

Of even greater importance than the shift o 
men's clothing production into the factory was 
the movement away from home and custom 
dressmaking to factory dress production. U 
particular significance is the increasing impor¬ 
tance of the knit goods industry, including 
hosiery; for the rise in knit goods and the rc a- 
tivc decline in woven products undoubted y 
reflects a transfer to factory production. 

2. Thu section is based on Solomon Fabrkant. 
pul of Manufacturing Induimei. 

Bureau of Economic Research. New York. 194 °- W • 

<*6. 9 *. 184-90. 


b. MATERIALS AND PRODUCTS 

The substitution of silk and rayon for cot¬ 
tons, linens, woolens and worsted goods rep¬ 
resents a long-term trend. 

In terms of quantities of raw fibers con¬ 
sumed in textile mills, flax has shown a long¬ 
term downward trend, but the other fibers 
have increased by varying amounts. These 
changes have both contributed to, and been af¬ 
fected by, mass production techniques. Be¬ 
tween 1919 and 1937, wool consumption in¬ 
creased from 300 million to 392 million 
pounds, cotton from 2.906,000,000 to 3 - 7 ^;®° 0 ' 
000 pounds, silk from 28 million to 54 million 
pounds, rayon yarn from 8 million to 255 mil¬ 
lion pounds. As a result of these varying rates 
of increase, cotton continued to constitute 
about three quarters of all fibers consumed and 
wool remained at about 8 per cent of the total. 
Despite a great increase in their use, silk was 
only one per cent of the total consumed and 

rayon yarn was only 5 l* r CCfU - ^P 10 ,939 ’ 
nylon and synthetic fibers other than rayon 
were produced in negligible quantities. 

Commensurate changes have occurred m 
the physical volume of various types of tex- 
tiles and of leather shoes produced Between 
1919 and 1937. ihc production of woolen goods 
increased 16 per cent, cotton goods 27 per cent 
and leather shoes 26 per cent, while the pro¬ 
duction of linen and worsted goods declined. 
The more than doubled production of silk, 
rayon and knit goods (especially knit hosiery 
and outerwear) shows equally sinking 
changes. Indexes of the physical volume of 
production of various materials from 1899 to 
[ ; 957 are shown in Table 4 5 - In interpreting 

1 ,hc table, it should he remembered that not all 
' textiles arc used for clothing and that the pro- 
f portion devoted to this use may have changed 
‘ somewhat over the period. 


C. TASTF. AND STYLE 

The dress sections of the Scars-Rocbuck 
catalogs for 55 years show three mam stylistic 
tendencies: first, a steady trend toward uni- 

J. Ibid., p- 189 . 
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Table 45 

Indexes of the Physical Volume of Production op Textile and Leather Products, 1899-1937 

(* 9 2 9 - 100) 


Woolen and Worsted Goods 


Year 

Cotton 

Goods 

Total 

Woolen 

Goods 

Worsted 

Goods 

Silk *nd 
Rayon Goods 

Knit 

Goods 

Linen 

Goods 

Leather 

Shoes 

1899 

49 

7 X 

— 

— 

22 

*9 

x 37 

60 

CO 

I 9°4 

54 

86 

— 

— 

30 

24 

— 

60 

I 9°9 

68 

io 3 

78 

I2 3 

40 

33 

200 

78 

I914 

73 

102 

83 

118 

49 

45 

192 

81 

g\ 

X 9 X 9 

78 

98 

92 

104 

64 

55 

86 

89 

1921 

70 

93 

80 

105 

58 

59 

72 

76 

1923 

93 

120 

xx 5 

130 

73 

75 

125 

93 

1925 

93 

108 

112 

106 

86 

77 

,x 7 

5 

1927 

104 

103 

105 

103 

92 

83 

120 

96 

1929 

100 

IOO 

100 

IOO 

IOO 

IOO 

IOO 

IOO 

x 93 x 

78 

8l 

70 

88 

92 

92 

68 

84 

x 933 

87 

87 

— 

— 

84 

IOO 

72 

94 

x 935 

78 

Il6 

— 

— 

x 33 

1X1 

73 

103 

x 937 

99 

i *4 

— 

— 

x 35 

116 

77 

112 


Source: Data from Solomon Fabricant, The Output of and p. 192. Indexes calculated on basis of data from Ccn* 

Manufacturing Industries. 1899-1937. National Bureau sus volumes on Manufactures over this period, 

of Economic Research, New York, 1940, pp. 169-71. 


formity, with the appearance and materials of 
clothing worn by the middle class coming to 
approximate those of the rich; second, a de¬ 
cline in the number of frills, reflecting a move¬ 
ment in the direction of greater simplicity; 
third, and most recent, an "accent on youth.’’* 

As mail-order catalogs and the movies made 
people in the most remote hamlets aware of 
the clothing standards of Yale undergraduates 
and Hollywood stars, local variations in cloth¬ 
ing standards throughout the United States 
almost disappeared during the past quarter 
century. Helen Everett Mciklcjohn writes: 

Dresses, like milk that spoils and citrus fruits that 
decay, must be sold now or never, though the 
workmanship will suffer no deterioration and the 
cloth no wear and tear from a sojourn on die 
showroom racks. Nor can slightly outmoded 
goods be disposed of in the small towns and vil¬ 
lages as advantageously as formerly. The country 

4. D.ivi<l L. Cohn, The Good Old Days. Simon & 
Schuster, New York, 1940, p. 308. 


cousin, the subject of mirth in our mothers' gen¬ 
eration, has become almost indistinguishable 
from her city relatives. 6 

Although the tendency has been toward a 
more streamlined appearance for all, the most 
revolutionary changes have occurred in wom¬ 
en’s clothing: 

In the early (eighteen! fifties, "a typical outfit 
for women consisted of long drawers trimmed 
with lace, a flannel petticoat, another under-petti¬ 
coat, then a wadded petticoat, wadded from the 
waist to the knee with frequent additions of 
whalebone and horsehair cloth to secure extra 
stiffness and extension. This garment was fol¬ 
lowed by still another white starched petticoat, 
and then two muslin petticoats and finally the 
outer dress.” By 1921 the winter costume worn 
by most women had come to a mere union suit, 
bone corset, camisole, bloomers, petticoat, heavy 
lined wool dress, lisle or heavy silk stockings, and 
high shoes. In 1931 further cuts had reduced the 

5. In Walton Hamilton and A»ociates, Price and Price 
Policies. McGraw-Hill Book Co.. New York. 1938. P- 3 2 5 - 
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loial to an all-in-one girdle and chemise combi¬ 
nation, a slip, light wool dress, chiffon stockings, 
and pumps. Roughly speaking, the total yardage 
of everyday wear must in this period have shrunk 
from around fifty to five.* 

Not only has women's clothing changed 
since the beginning of the twentieth century; 
men have taken to wearing much lighter un¬ 
derwear than they used to, low shoes instead 
of high, lighter and softer shirts and hats. Men 
in all ranks of life, except in the lowest income 
brackets, have increasingly worn special 
sportswear, especially lightweight “slack suits, 
and matching shirt and trousers of cotton or 
rayon mixtures. The tendency toward wear¬ 
ing this sort of “suit" in the summertime, even 
to work in offices and on informal social occa¬ 
sions, will doubtless be reinforced by the army 
practice of allowing men to wear matching 
shirts and trousers without coats in the sum¬ 
mertime. Children's clothing has become much 
simpler, and more comfortable, with the de¬ 
velopment of lighter-weight underclothing 
and looser outer clothing more suited to active 
play outdoors. 

The roots of these developments are deeper 
than mere whims of taste. For women, the 
change came with the protest against Victorian 
prudishness. It was nourished by their increas¬ 
ing participation in commerce, industry an 
the professions. For all ages and sexes, it re¬ 
ceived a powerful impetus from the spread ot 
medical knowledge, personal hygiene and par¬ 
ticipation in sports. Finally, it has been sus¬ 
tained by improvements in heating homes, 
. factories, offices, buses and streetcars, and by 
general use of the closed automobile, all o 
which developments have reduced the need 
for heavy winter clothing. 


AND PERSONAL CARE 

the amount and distribution of the national 
income; (2) the level of clothing prices (which 
in turn depends on new discoveries in the pro¬ 
duction of textile fibers, wage levels in, and the 
efficiency of, the clothing industry and whole¬ 
sale and retail trade); (3) the extent of com¬ 
petition of other consumers’ goods for the con¬ 
sumer's dollar; (4) any changes in the con¬ 
sumer's propensity to save; (5) the amount of 
clothing made in the home; (6) the proportion 
of women working outside their homes; and 
(7) the proportion of the population living on 
farms and in rural communities. 

Expenditures for personal care arc affected 
primarily by the amount and distribution of 
the national income, while the number of 
working women and the urbanization of the 
population play important, though lesser, 
roles. 

a. TRENDS 

Powerful forces have tended both to increase 
and decrease the importance of clothing and 
personal care in total consumer expenditures. 
Perhaps the strongest pressures toward in¬ 
crease have come from changes in family in¬ 
come. Studies of family expenditures show 
that, as income increases (up to a compara¬ 
tively high level), personal care and clothing 
constitute an increasing proportion of total ex¬ 
penditures, and that urban families tend to de¬ 
vote a higher proportion of their total outlays 
to clothing and personal care than do farm 
families.’ Since 1900, average incomes have in¬ 
creased greatly. Simultaneously, there has been 
a vast migration from rural to urban areas. 
The combination of these factors has greatly 
affected expenditures for clothing. 

Other forces have also tended to increase 
the magnetic power of clothing and personal 


2. Consumer Expenditures for Clothing 
and Personal Care 

The amount that consumers spend for 
clothing and personal care is determined by a 
number of complex and interrelated factors. 
Expenditures for clothing arc affected by: (0 

6. Ibid., p. 306. 


7 CloihinR expenditures by urlan consumers increase 
oportionatelv to the.r total expenditures on Roods and 
rvices until the Sj.500 .0 mc-ne Jass is 1r«ched 

higher levels they decline In the case « farm farmhes 
c upper limit is reached at lower income evels. I ersonal 
re constitutes a stable proportion of ’ Z 

-nditures at all income levels. See SprnJmg and Savmg 
f ,hc Nanons Fanuhei ,m ll'arnmt and 

Saane 0/ C»/v Families in Harlime, Bulle- 

AlwA B«c» "I Sum- 

cs. 194 a- 
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care over the consumer’s dollar. Greater par¬ 
ticipation of women in the professional, busi¬ 
ness and industrial life of the nation has in¬ 
creased their needs for clothing, cosmetics and 
beauty parlor services, and given them more 
freedom to spend for themselves. The fact that 
a larger proportion of the male population is 
employed in white-collar occupations has had 
somewhat similar effects. The low prices, large 
variety of offerings and ease of ordering made 
possible by mass production of clothing and 
the mail-order catalog have stimulated de¬ 
mand, especially in rural areas. 

At the same time, other important factors 
have operated to reduce the relative impor¬ 
tance of clothing and personal care expendi¬ 
tures in the average consumer’s budget. Ameri¬ 
can industry has increased the average family 
income but has also developed new ways of 
disposing of it. Chief among these has been 
the automobile, which has become almost a 
necessity in the American way of life. The 
automobile, clothing and personal care tend 
to be complementary, however, as in the case 
of the high school senior who finds it neces¬ 
sary to be well groomed and dressed when he 
borrows the family car. Other competitors 
with clothing for a share of the family income 
arc all sorts of household gadgets, the radio, 
the movies and recreation in general. 

Apparently, the loss of ground by clothing 
and personal care in the competitive struggle 
with other goods and services for the con¬ 
sumer’s dollar has more than offset the effect 
of rising average incomes. For these items to¬ 
gether have formed a declining proportion of 
total consumption expenditures. Between 1909 
and 1931, they were never less than 14.4 per 
cent of total consumption expenditures. 
Thereafter, they declined in importance and 
did not again rise to as much as 14.3 per cent 
of the total until 1941. (See Table 46.) 

This decline in importance was attributable 
to decreasing expenditures for clothing, by far 
the most important component of the entire 
group. In the two decades ending with 1929, 
expenditures for clothing — including foot¬ 
wear. accessories, cleaning, repair and main¬ 


tenance— never fell below 12.6 per cent of 
total consumption expenditures; after that, 
they were as high as 12.5 per cent only in 1930 
and 1931. 

Jewelry, watches and luggage, too, have be¬ 
come less important in the consumer’s budget. 
Two or three decades ago these accounted for 
around one per cent of total consumption ex¬ 
penditures; while in 1941 they reached a ten- 
year high of only 0.7 per cent. The decline was 
particularly drastic during the depression. 

Only personal care expenditure has grown 
in importance. Before World War I, it repre¬ 
sented less than one per cent of total consump¬ 
tion expenditures. It advanced steadily until, 
prior to World War II, it constituted 1.6 per 
cent of the total. Expenditures for personal 
care were particularly well sustained during 
the depression. 

b. VARIATIONS 

The most striking difference in the pattern 
of family spending on clothing and personal 
care exists between low- and high-income fam¬ 
ilies. In 1941, average expenditure for clothing 
and personal care in the United States ranged 
from $53 among families and single consum¬ 
ers with incomes under $500, to $470 among 
families and single consumers with incomes 
of from S3,000 to $3,000.* 

Average expenditures in 1941, for the more 
important articles of clothing, by persons over 
16 years old, varied widely at different family- 
income levels. 9 Among men and boys, cloth- 
ing 

$5,000 income group were more than five times 
those of the “under $500” income group, while 
among women and girls the ratio was over 
seven to one. The greatest differences in the 
case of men and boys were in expenditures for 
suits, coats, jackets, sweaters, accessories, and 
for cleaning and upkeep. Among women and 

8 . Spending and Saving o/ the Nation's Families in War¬ 
time. 

9. The figures in Table 47 are averages which, of 
course, obscure differences resulting from taste, occupa¬ 
tion. climate, etc. Thus, woolen suits would be more im¬ 
portant in the North than in the South, and among white- 
collar than industrial workers. 


expenditures per person in the $3,000- 
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Table 46 



Trends in Consumption Expenditures for Clothing, Jewelry and 

Personal Care, 1909-1941 

Annual Expenditure/ 

Per Cent of Total 

Conzumption Expenditure/ 

' Per/onal 

Year Total Clothing* Jewelry* Care* 

Total 

Per/onal 

Clothing* Jewelry *> Care* 


(/n Million/) 


1909 

*9*4 

1919 

% 4»378 
4,810 

9*77 2 

$ 3.833 
4,206 
8,404 

$285 

300 

756 

% 260 

304 

612 

*5.2 

*4-4 

16.1 

*3-3 

12.6 

13.8 

1.0 

•9 

1.2 

•9 

•9 

1.0 

1921 

1923 

*925 

! 9 2 7 

1929 

9*54* 

* *.37° 
**»3°9 
12,049 
12,126 

8,338 

9.857 

9.74 2 

10,346 

10,388 

604 

644 

667 

665 

626 

599 

869 

900 

1,038 

1,112 

17.0 

17.0 

16.0 

16.2 

15.* 

*4-9 

14.8 

*37 

*3.9 

12.9 

1.1 

1.0 

•9 

.8 

O 

1.1 

*•3 

*•3 

*.4 

*-4 

1930 

*93* 

*932 

10,685 

9,168 

6,963 

9«°55 

7,829 

5.836 

560 

ill 

1,070 

975 

84* 

*4-7 

14.6 

*3.8 

15 1 

12.5 
*2.5 

1 *.5 

11.5 

• O 

.6 

.6 

*•5 

1.6 

*7 

*•5 

*933 

*934 

6,254 

7.306 

5,359 

6,307 

190 

2*5 

705 

784 

141 

12.2 

•4 

*•5 

v c 

*935 

1936 

*937 

*938 

*939 

7*979 

8,546 

8,75* 

8,695 

9» 2 *3 

6,857 

7.350 

7.421 

7.396 

7,826 

274 

308 

363 

350 

393 

848 

888 

967 

949 

994 

*4.2 

*37 
*3 J 

13.8 

*3-9 

12.2 

11.8 
11.2 

**7 

11.8 

•5 

•5 

•5 

.6 

.6 

6 

*•5 

*.4 

*•5 

*•5 

*•5 

1.6 

*940 

*94* 

9,810 
* * >5°9 

8,261 

9.662 

442 

573 

1.107 

1.274 

13.9 
*4 3 

11.7 

12.0 

• w 

•7 

1.6 


b Includes waichet and luggage. 

Sourer/: Appendixes 6 and 7 - c . Composes toilet ankles. and beauty parlor and bar- 

a. Includes clothes and accessories, footwear, c caning. ((f f ,i,op services, 

repair and maintenance. 


girls, great differences in expenditures oc¬ 
curred in heavy coats, rayon and silk dresses, 
wool suits, accessories and cleaning- (See Table 

47-) , -c 4 

The average number of articles of spccilicti 

kinds purchased per year by men and women 
in these two income groups also reveals similar 
differences. On the average, only 0.09 heavy 
or light wool suits per man were purchased in 
the lower income group compared with 0.78 in 
the higher group. In part, the low figure re¬ 
flects very long use of garments; in part, it re¬ 
flects the fact that many people with low in¬ 
comes cannot afford them. Gifts of clothing 

arc also a factor of some importance account¬ 


ing for the small purchases of the lowest in¬ 
come groups. Another important reason for 
the low purchase rates in the group with in¬ 
comes less than $500 is that in American cues 
families arc constantly moving in and out of 
this group. A particular family is apt to in¬ 
crease its clothing expenditures when it moves 
above this level and to curtail them when it 
falls below. 

However, the low average expenditure ot 
families with incomes under $500 undoubt¬ 
edly shows that some went cold in winter and 
unprotected from the sun in summer, and that 
some were exposed to injury and disease. No¬ 
body knows how many men, women and clul- 
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Table 47 


Annual Clothing Purchases 

in American Cities at Two Different Income Levels, 1941 


Money Income Per Family 


Under $500 

-- ^ 

$ 3 />oo-$ 5 *>oo 

Clothing Item 

Average 

Number Average 

of Articles Expenditure 

Per Person Per Person 

Average 

Number Average 

of Articles Expenditure 

Per Person Per Person 


FOR MEN AND BOYS OVER 1 6 YEARS OF ACE 


Total 
Headwear 
Hats — felt 

Coats, jackets, sweaters 
Overcoats 

Suits, trousers, overalls 
Suits — heavy wool 
Suits — light wool 
Trousers, slacks — wool 
Trousers, slacks — cotton, linen 
Overalls, coveralls 

Shirts 

Shirts, blouses — cotton, work 
Shirts, blouses — cotton, other 

Underwear, nightwear, robes 
Union suits — cotton, knit 
Undershirts and underwaists — cotton 
Underdrawers — cotton, knit 
Hosiery 

Hose — cotton, dress 
Hose — cotton, heavy 

Footwear 

Shoes — total 

Shoes — work, leather soles 

Shoes — other than work, leather, leather soles 

Shocshines, repairs 

Gloves, handkerchiefs, other accessories 
Upkeep, cleaning, pressing 

TOR WOMEN AND CIRt 

Total 

Headwear 
Hats — felt 

Coats, raincoats, jackets, sweaters, furs 
Coats — fur 

Coats — heavy, with fur 
Coats — heavy, no tur 
Coats — light, wool 


— 

$20.29 

— 

$107.62 

• 

X.20 

• 

4-47 

•39 

•90 

.78 

3 - 3 2 

ft 

2.02 

• 

14.26 

•03 

•50 

•15 

4-43 

■ 

5.50 

• 

34.81 

•03 

•79 

•43 

* 4-75 

.06 

•75 

•35 

11.09 

.l6 

•53 

• 5 2 

2.66 

•43 

.70 

.60 

*•49 

* 59 

2.14 

.82 

1.62 

• 

2 -47 

• 

8.99 

1.88 

1.61 

1.67 

2.25 

•59 

•7 6 

3-40 

5-99 

■ 

1.65 

• 

6.76 

.76 

•73 

.62 

.67 

.66 

.21 

306 

1.26 

.38 

.14 

1.92 

•93 

■ 

1.04 


4 - 3 * 

1.84 

•35 

7.19 

2.18 

3.02 

•50 

3-95 

• 9 * 

■ 

4.91 


15.5* 

1.25 

3.78 

2.19 

11.12 

.67 

1.93 

•63 

2.90 

.38 

*•33 

*•33 

7.28 

■ 

.24 

• 

2.5* 

• 

1.03 

■ 

9.78 

■ 

•47 

■ 

8.72 

OVER 

16 YE \RS OF ACE 



— 

Si 8.89 

— 

$140.15 

■ 

1.05 

a 

6.88 

•34 

.63 

1.28 

4.27 

■ 

2.77 

a 

34-54 

b 

.05 

.10 

*7.78 

.02 

.29 

.11 

5-*3 

.08 

•76 

*3 

3.06 

.12 

i *9 

.27 

4.72 
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Table 47 (continued) 


Money Income Per Family 


Under J500 


$j AOO-$ 5/300 


Clothing Item 


Average 
Number 
of Artielei 
Per Person 


Average 
Expenditure 
Per Person 


Average 
Number 
of Articles 
Per Person 


Average 
Expenditure 
Per Person 


Dresses, suits, skirts, blouses, aprons 
Dresses — wool 
Dresses — rayon, silk 
Dresses — cotton, street 
Dresses — cotton, house 
Suits — wool, no fur 

Underwear, nightwear, robes 
Slips — rayon, silk 
Corsets, girdles 

Bloomers, panties — rayon, silk 

Hosiery 
Hose — silk 
Hose — rayon 
. Hose — nylon 

Hose —cotton, including lisle 
Anklets, socks — cotton 

Footwear 
Shoes — total 

Shoes — leather, leather sole 
Shocshines, repairs 

Accessories 

Home sewing 

Upkeep — cleaning 

Source: Unpublished data of «he Bureau of Labor Sumuci 
a. Noi available. 


a 

4*7 

a 

33-49 

.06 

.27 

•37 

3.04 

• 5 ° 

1.71 

2.05 

14.10 

.54 

.78 

i.n 

3 - 5 * 

.63 

.01 

.68 

.12 


*•54 

2-53 

a 

2.26 

a 

14.79 

*47 

.14 

45 

•35 

1.91 

I 9 

3 *> 

3-58 

.89 

•30 

2.6l 

*•39 

a 

2.10 

a 

* 3-93 

i *33 

1.04 

8.52 

8.04 

•77 

.10 

•38 

•*4 

1.02 

2-73 

•95 

4.08 

.0 

1.36 

•34 

•57 

.20 

1.14 

.18 

2-47 

•53 

a 

4-30 

a 

16.38 

*-45 

1.24 

3.86 

3-44 

3*4 

2-53 

a 

14.00 

n.87 

1.12 

a 

•*3 



a 

.61 

a 

9.21 

a 

*.27 

a 

3-37 

a 

.36 

a 

7.56 


b. Less than 0.005. 


dren have inadequate clothing for physical 
health. Extensive studies of the minimum 
amount of clothing required for physical lit* 
ness in the varied climates of the United States 
would have to be made before this standard 
could be established. 

In view of our relatively high standard ot 
living, however, the number of persons whose 
clothing is inadequate for physical health is 
small compared with the number whose social 
and occupational adjustments sufTcr because 
their clothing is ragged, ill fitting and out* 
moded. 


People who are unable to meet the minimum 
clothing standards that prevail in their own 
community arc handicapped at school, and as 
adults they arc handicapped in seeking em¬ 
ployment and in social life. A new outfit of 
clothes to meet the social standards of his com¬ 
munity is an enormous aid in the rehabilita¬ 
tion of a delinquent child who has been con¬ 
spicuously ill-dad. The effect on the malad¬ 
justed adult is almost as great. Men and 
women who had been on relief, through no 
fault of their own, for long periods during the 
depression were embarrassed because of their 
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shabby appearance, in looking for work when 
employment opportunities improved. 

Urban and Rural Differences 

City and farm families show important dif¬ 
ferences in the pattern of family spending on 
clothing. All the evidence we now have shows 
that in families with a money and imputed in¬ 
come below $1,500, urban-rural differences arc 
small, but that persons in farm families with 
incomes over $1,500 spend less for clothing on 
the average than persons in city families with 
the same income. In the “over $1,500” income 
group, the clothing outlay of persons living in 
rural areas who are not farmers falls between 
that of farm and city families. 10 Figures on 
numbers of garments purchased show a lower 
replacement rate among farm families of 
given income than among urban families. 
However, the gap in replacement rates has 
been closing, particularly since cheap automo¬ 
bile transportation has made it much easier 
for farm families to shop occasionally in the 
city, and since mail-order catalogs have put 
pictures of attractive clothes into the hands of 
hundreds of thousands of farm housewives. 

In part, the lower expenditures for clothing 
in farm communities arc due to the different 
and cheaper types of clothing required for 
work on farms. In part, too, the lower expendi¬ 
tures may be due to the generally lower income 
levels on farms. It may also be the result of 
more home sewing in farm households. More¬ 
over. there is less co»*u»c-t't;vc spending in farm 
communities, a . : fercntial is undoubt¬ 

edly also relate-! tot I e savings patterns of farm 
families. The • •*. iracicrisiicai'y devote a larger 
proportion • Ir incomes •< investments in 
their farm- :i the proportion saved by city 
families * • «'• m parable income. 

3. Kfi ects of World War II 

During the war, production of women’s ap¬ 
parel, except shoes, increased enormously. 
There were no radical innovations in styles, in 
large part because of wartime limitations. The 

10. See Spending and Saving of the Nation's Families 
in Wartime. 


production of clothing for men in civilian life 
declined sharply because a large portion of the 
adult male population was in uniform. 

The industry followed its conventional price 
policy as far as possible. After May 1942, direct 
price increases were largely curbed by the 
OPA; but in some types of clothing, hidden 
price increases were very important in the 
form of quality deterioration, the disappear¬ 
ance of low-price lines, especially for children’s 
clothing, and some upgrading that was not 
compensated by quality improvement. In¬ 
creased money incomes also inevitably resulted 
in some uptrading, i.e., buying clothing of 
higher quality than previously. Lack of data 
makes it impossible to say how much of this 
actually occurred. 

The quality of the clothing produced for the 
men and women in the armed forces was rig¬ 
orously controlled during the war. Orders 
were placed with manufacturers in terms of 
carefully drawn detailed specifications as to 
fabric construction, design and cut. Hardly 
any attempt was made, however, to put a floor 
under the quality of the clothing produced for 
civilians. In the United Kingdom, Australia, 
New Zealand and Canada, measures of vari¬ 
ous kinds were designed to prevent unneces¬ 
sary deterioration in the quality of the civilian 
clothing supply. In the United States, protests 
of organized and unorganized consumers 
against the deterioration in the quality of 
clothing at given price levels and against 
shortages of certain types of low-cost clothing 
did not suffice to produce any regulations re¬ 
quiring minimum standards of quality at a 
specified price. However, early in 1945 a P rtV 
gram was instituted to reduce prices to the 
194$ level, improve quality, and increase the 
production of low-price lines through the 
granting of priorities for fabrics to manufac¬ 
turers of essential low- and medium-priced 
garments. 

With the end of the war, women began to 
demand new and more “frilly” styles, as one 
of the inevitable manifestations of relief from 
the burden of war anxieties and restraints. 
But past experience indicates that such a reac- 
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tion has usually been only temporary. As soon 
as immediate postwar demands began to be 
met, consumers were able to obtain clothing 
of better quality than had been available. 

The significant war changes that can now 
be seen are technological advances in the 
fibers used for making clothing. The war, 
however, accelerated previous developments 
rather than resulted in the production of 
completely new fibers. For instance, tremen¬ 
dous improvements occurred in spun rayon, 
which is used mainly for sports clothing but 
which some experts believe will offer strong 
competition to cotton and wool, particularly 
in work clothing. Blends of rayon and worsted 
for men’s suits, which were widely marketed 
early in the war, when there was an acute 
shortage of wool, have not proved very popu¬ 
lar, but it is claimed that the blended fabrics 
can be woven in cotton mills at a lower cost 
than is possible in woolen mills. The very 
threat of this competition may force a decline 
in the price of worsted. Yarns have been made 
with a synthetic rubber base. Aralac, a *yn- 
thctic made from casein, resembling wool, has 
largely untried possibilities. So far it has not 
been used alone, but only as a blend with wool 
or spun rayon for dresses and blankets and lor 
fur in men’s felt hats. 

The most important innovation in the syn¬ 
thetic fiber field in recent years has been nylon. 
Before the war it was manufactured into stock¬ 
ings that were cheaper than silk hose, when 
allowance is made for durability. The use oi 
nylon has been extended to slips, blouses am 
men’s sport shirts. The introduction of rayon 
in the early years of this century first slowc up 
the rate of growth in silk consumption and, in 
the late i 9 2o’s, caused a decline in its con¬ 
sumption. One reason for this was the re utiw. 
cheapness of rayon, but another was t »c 'Ct 
that the price of rayon fluctuated much less 
than did the price of raw silk, thereby >n'° ' 
ing less risk for the manufacturer. In the 1 " 
ture, nylon is likely to displace silk in large- 
part in this country. Not only is nylon more 
like silk in quality and texture than is rayon, 
hut the probability of displacement has been 


greatly increased by the great reduction in the 
price of nylon during the war." But nylon 
itself is likely to meet still competition from 
other similar synthetic fibers that are being 
developed for specific purposes. The possibili¬ 
ties of adaptation to special uses are an impor¬ 
tant advantage of synthetic fibers in general. 
Despite the growth of synthetics, however, it 
is impossible to estimate the extent to which 
they will compete with cotton and wool. 


4. Future Demand for Clothing 

a. DEFERRED DEMAND 

Pent-up or war-deferred demand at the end 
of the war was not very large in the case 
of women’s clothing, with the possible excep¬ 
tion of shoes. This situation was the result of 
the very large increase which took place in 
consumer expenditures on clothing from 1940 
to 1945, coupled with the increase of 21 per 
cent in the production of women’s and misses 
clothing over the same period. (These produc¬ 
tion figures make no allowances for changes 
in inventory or for the considerable volume ol 

trading up.) . . . . 

The production of men's and boys clothing, 
on the other hand, decreased by 20 per cent, or 
somewhat more than the decline in the male 
civilian population. This difference in the rate 
of decrease may be accounted for by two major 
factors: first, men in the armed services were 
at the age when outlay on clothing is relatively 
high; second, many men curtailed their pur¬ 
chases of clothing in anticipation of being 
drafted. (See Table 48.) 

In the fall and winter of 1942-iW *n<l » 94 f; 
,944, men in civilian life frequently found it 
difficult to find all-wool suits and overcoats, 
but by the spring of i 9 44 tHc qu-mt.ty of woo 
available for civilian use had increased and 
there was increasing production of men s wool 
garments approaching prewar quality. Acute 
shortages at the retail level again developed in 

,, Thus, nylon y,«n type «oj. will, seven torn* per 

NylonV» type Sj " 5 5 9 j 

pound over the sjine period. 
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Table 48 

Indexes op Production op Clothing and Shoes for Civilians, 1935-1943* 

(7955-/939 «= 100) 


Year 

Total. 
Clothing 
and Shoes** 

Total. 

Clothing 

Women’s 
and Muses' 
Clothing 

Men’s end 

Boys' 

Clothing 

Shoes 

*935 

93 

9 * 

87 

99 

95 

1936 

104 

104 

IO4 

IO9 

103 

*937 

101 

IOI 

IOI 

IOI 

102 

1938 

93 

93 

98 

84 

95 

*939 

108 

*°9 

no 

108 

105 

1940 

*05 

106 

108 

*°5 

98 

* 94 * 

122 

122 

124 

124 

120 

*942 

III 

**3 

127 

102 

105 

*943 

I06 

109 

* 3 * 

84 

94 


a. These indexes were prepared by John M. Crawford of the staff of the Board of Governors, 
Federal Reserve System. They relate to production for civilian use only. They are not indexes of 
consumption since they take no account of inventory changes. They are indexes of unit produc¬ 
tion, that is, quality changes and trading up are not reflected in them. It should be added that the 
measurement of production and purchase of clothing for civilians is still in a controversial phase. 

b. Hosiery, hats and gloves are included in the over-all clothing and in the clothing and shoes 
indexes, but not in the separate indexes of women’s and misses’ and of men’s and boys’ clothing. 


late 1945, however, with the rapid demobiliza¬ 
tion of men from the armed services. By the 
summer of 1944, many retailers did not have 
adequate supplies of men’s cotton work cloth¬ 
ing, underclothing and night clothing, pri¬ 
marily because of labor shortages in the cotton 
textile industry. And supplies of cotton gar¬ 
ments were still extremely tight a year later. 
This labor shortage was not very serious, how¬ 
ever, and the backlog of demand for these 
articles soon began to disappear. 

The implications of this for postwar de¬ 
ferred demand arc difficult to determine with 
any precision. Many men in the army left fairly 
adequate supplies of clothing at home. How¬ 
ever, many men returned to civilian pursuits 
either taller or heavier or lighter than when 
they were inducted. Furthermore, most re¬ 
turned soldiers had a strong urge to present a 
good appearance after the hardships and priva¬ 
tion of army life and were eager to appear well 
dressed as civilians. 

War-deferred demand for men’s clothing 
probably came to no more than half a billion 


dollars — roughly, 10 million men with an av¬ 
erage expenditure of $50 each (in terms of the 
1940 price level) in addition to normal ex¬ 
penditure. In addition, the army had relatively 
large supplies of clothing adapted to civilian 
use, such as underwear and work clothing. 
Judging from government practice after the 
last war, these will be liquidated over several 
years. On the whole, in spite of immediate 
postwar shortages, it appears that the fulfill¬ 
ment of deferred demand is being handled 
very easily by the clothing industry. 

b. ESTIMATED DEMAND IN I95O AND 1960** 

Although clothing expenditures have consti¬ 
tuted a declining proportion of total consump¬ 
tion expenditures over the long run, there arc 
several indications that we may be approach¬ 
ing a limit to this trend. 

First, it is difficult to foresee the develop¬ 
ment of any competitive product comparable 

1 a. See Chapter 4, section 5. for a full statement of the 
assumptions as to population, national income, consumer 
expenditures, etc., on which the consumption estimates in 
this section are based. 


the 1920’s. Thus, television sets are more likely 
to compete with radios than with clothing. 
The probable increase in the volume of travel 
is likely to prove a complementary rather than 
a competitive demand. Vacation travel is likely 
to stimulate an increased expenditure on cloth¬ 
ing, especially when such travel takes place in 
climates and circumstances far removed from 
the home of the consumer. 

Furthermore, the over-all increase in per 
capita income resulting from a high employ¬ 
ment level will probably make it possible to 
purchase many new types of commodities 
without reducing expenditures for necessities 
such as clothing. The one possible and impor¬ 
tant exception is the development of cheap, 
small, safe and inexpensive airplanes. But no 
attempt is here made to forecast the competi¬ 
tive effect on clothing arising from a wide use 
of such vehicles in the future. 

Second, the studies of family expenditures 
described earlier indicate that expenditures for 
clothing rise — up to a certain point — with 
increases in family income. The high average 
family income assumed by this survey for the 
1950 decade would thus serve to counteract 
the tendency for clothing expenditures to be¬ 
come less important with the passage of time 
in the budgets of consumers at various income 
levels. In the absence of any new and strong 
competition for the consumer’s dollar, the 
over-all relative expenditure on clothing is 
likely to be fairly well maintained. 

Third, one of the results of high-level em¬ 
ployment would be continued migration 
from farm to urban areas. This cityward drift 
would tend slightly to increase the relative ex¬ 
penditure on clothing, since urban families in 
general spend more on clothing than do farm 

families. 

Fourth, the increasing tendency for all age 
groups to increase their participation in sports 
and in outdoor living, and the associated tend¬ 
ency to wear "sport clothes” for each appropri¬ 
ate season, gives every indication of continu¬ 
ing. In part, this trend represents a more sensi¬ 
ble adaptation both to climate and to mode of 


living. But these purely functional reasons arc 
combined with the desire for conspicuous dis¬ 
play and the urge to keep up with the Joneses 
on the beach and the tennis court as well as on 
the dance floor. Thus, unpublished studies of 
the Bureau of Labor Statistics show that urban 
dwellers increased their purchases of sport 
clothes between 1935-1936 and 1941, and that 
families at given income levels in 1941 were 
purchasing, on the average, larger numbers of 
ski suits, playsuits, slacks and bathing suits 
than they were in the mid-^o’s. 

Fifth, if working hours decrease in accord¬ 
ance with current expectations, this very fact 
will increase the demand for the kinds of cloth¬ 
ing worn during leisure hours, although it 
may result in a slightly reduced demand for 
work clothing. 

Sixth, the probability of a continued rise in 
the importance of the white-collar occupations, 
the service trades and the professions carries 
with it the probability of a greater outlay on 
clothing for a given income than is the case 
with other occupations. For a white-collar 
worker carries on his work among people who 
are well dressed, and the desire for emulation 
is a strong one. 

For these reasons, expenditures for clothing 
during the next 15 years arc not likely to con¬ 
tinue to decline as a proportion of the con¬ 
sumer’s budget. Clothing expenditures should 
therefore account for about the same percent¬ 
age of total consumption expenditures in 1950 
and i960 as they did in the years immediately 
preceding the war. 

The relative decline in the importance of 
jewelry should be arrested because of larger 
average incomes under high-level employ¬ 
ment. Nor is there any reason why expendi¬ 
tures for personal care should not continue to 
grow in importance with the future higher in¬ 
come levels. 

Estimates of postwar demand arc based on 
long-term trends and past relationships be¬ 
tween expenditure for clothing and disposable 
income." For the clothing, jewelry and per- 

1 i. See Appendix 9 rtpUna**** of *"c«h«»d. 
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Table 49 

Estimated Consumption Expenditures for Clothing, Jewelry and Personal Care in 1950 
and i960 Compared With Prewar Expenditures 
{In Millions at 1940 Prices) 


Class of Expenditure 

* 93 S ->939 
Average 

1940 

1941 

1950 

i960 

All Consumption Expenditures 

$62,799 

$70,607 

$80,376 

$88,005 

$101,680 

Clothing, jewelry and personal care 

8,637 

9,810 

11,509 

12,340 

14,165 

Clothing and related products 

7,708 

8,703 

10,234 

10,920 

A 

12,5*0 

Clothing 

7,370 

8,261 

9,661 

10,280 

*1,740 

Clothes and accessories 

5*83 

6,203 

7 ,* 5 * 

7,700 

8,800 

Shoes and other footwear 

1,207 

1,264 

1,481 

1,580 

1,770 

Cleaning, repair and maintenance 
Jewelry, watches and luggage 

680 

794 

928 

1,000 

1,170 

338 

442 

573 

640 

770 

Personal care 

929 

1,107 

*» a 74 

1,420 

*.655 


sonal care group as a whole, expenditures arc 
estimated at $12.3 billion in 1950 and $14.2 bil¬ 
lion in i960, compared with $9.8 billion in 
1940. In 1940 these items constituted 13.9 per 
cent of total consumption expenditures. The 
1950-1960 estimates show that the proportion 
will remain virtually unchanged. Clothing re¬ 
mains practically unchanged in relative im¬ 
portance; personal care continues to increase 
slowly in importance; while jewelry, watches 
and luggage rises above its 1940 proportion of 
total consumers’ expenditures. These estimates 
arc shown in Table 49. 

5. Future Clothing Needs 

Expenditures for clothing, jewelry, luggage 
and personal care that may reasonably be ex¬ 
pected if given income levels arc achieved in 
1950 and i960 have been considered so far 
without any reference to the adequacy of these 
expenditures to meet the physical or psycho¬ 
logical needs of the population. It is now in 
order to deal with expenditures for clothing on 
the basis of these needs. Because there arc no 
recognized standards of need for jewelry and 
personal care, the needs of the population for 
these items arc considered to be equal to esti¬ 
mated demand. 


a. CLOTHING STANDARDS 

Any question about adequacy of clothing is 
peculiarly difficult to answer. In planning 
standards for food or housing expenditures, it 
is possible to use objective measurements of 
the diets and of the light, air and protection 
from the elements that are required for growth 
and health in children and for health and 
physical efficiency in adults. In planning stand¬ 
ard expenditures for clothing, however, it is 
generally conceded that it is necessary to take 
account not only of health but also of "de¬ 
cency.” One must plan for clothing expendi¬ 
tures that will not only protect the individual 
from heat and cold but also make him feel his 
clothing conforms with that of his fellows. 

Developments in Family Budgeting 

What should be spent is generally ap¬ 
proached through an analysis of what is actu¬ 
ally spent. During the last quarter of the nine¬ 
teenth century in the United States, there was 
some discussion of budgeting for family ex¬ 
penditures in relation to wage levels. In 1899, 
Ellen H. Richards in The Cost of Living as 
Modified by Sanitary Science suggested how to 
divide expenditures among five categories of 
consumption at four different income levels. 
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Her recommendations were based primarily 
on her own household accounts and those of 
other professional families. 

Beginning in 1906, social workers in certain 
northern cities, facing the practical problems 
of planning adequate allowances for depend¬ 
ent families, began to prepare much more de¬ 
tailed budget plans for all categories of family 
expenditure, including clothing. Almost every 
large city in the North has its Council of Social 
Agencies which prepares from time to time a 
budget manual for the use of case workers 
which gives in detail the clothing allowances 
that arc to be used in calculating over-all al¬ 
lowances for families in need of aid. 14 

Since World War I, three different sets of 
budgets, which included detailed clothing 
standards, have been published. Between June 
1918 and June 1920, the War Labor Board and 
the Bureau of Labor Statistics published three 
family budgets at different levels of comfort. 
All these budgets included detailed plans for 
clothing purchases. 13 Changes in clothing 
standards since that time have been so great, 
however, that this budget is entirely outmoded. 

Beginning in November 1933, the Heller 
Committee for Research in Social Economics 

14. There have been iwo outstanding studies which at¬ 
tempted to evaluate, by objective criteria, allowance* •" 
companion with customary expenditure* of I-'"" 1 "' ,n 
the wage earner class. In 1907. •» committee of the .^ew 
York Slate Conference of Chanties and Correction spon¬ 
sored a study of the standard of living m New York Ci >. 
This study was financed by the Russell Sage Foundation 
and issued as one of its regular publications. AP|*caring 
under the title The Standard 0/ /ar *«|• Among 
men's Familie / in Near York City <R- C. Chapin. Chanties 
Publication Committee, 1909). the ' ,uJ V compares 
costs, housing, clothing expenditure*, food e *£"* h u ' 
and the nutritional content of dirts in New York <aty 
with social workers’ budget* both in that city and in nine 
cities and town* outside greater New York. In 19*4; ‘»’ 

fcuor Leila Houghtcling of Chicago University m It* I"; 
tome and Standard of Uving of Unbilled Laborers inC .«- 
tago checked the budget allowance* of the Chicago Coun¬ 
cil of Social Agencies in much the same way. 

15. In each case they were based on actual family ex¬ 
penditure* with certain adjustment*. In she case « 

19*0 budget, which listed the goods and services necessary 
to maintain a worker’s family of five m health ami 
cency, the clothing provided was based on the clothinK 
purchase* of $50 families, each with 4 children unde < 
»ear* of age, surveyed in the bureau s 1917-19*9 ****»• 
The actual clothing expenditure* were modified m making 
the budget to take account of the fact that the «!<«•*'»£ 
of clothing purchased during the war period (to wI.hu 
survey applied) had been seriously curtailed. 


has been publishing from time to time family 
budgets at three different standards of living 
the executive, white-collar worker and wage 
earner. “These budgets were designed to show 
the items and quantities necessary to maintain 
the type of ‘health and decency' standard gen¬ 
erally accepted in the local community for each 
income level, and the cost of such a standard 
each year." 1 * 

In 1935, the Division of Social Research of 
the Works Progress Administration prepared 
two budgets for a workingman's family of 
four, one at the maintenance and one at the 
emergency level. The first of these budgets is 
made up of goods and services which they es¬ 
timated were needed by a four-person family 
of an unskilled manual worker living at the 
maintenance level. The “maintenance level" is 
described as above the “minimum of subsist¬ 
ence level'* or “emergency level" of relief 
budgets, but below the standard of the skilled 
worker. It is stated that this budget docs not 
“approach the content of what may be con¬ 
sidered a satisfactory American standard of 
living." The clothing included in this budget 
is described as representative of that purchased 
by the families of industrial, service or other 
manual workers of small means.* 1 

Standard Used in This Survey 

None of the recently published clothing 
budgets has been tested by studying the cloth¬ 
ing expenditures of American families whose 
health, social adjustments and community re¬ 
lationships measure up to generally accepted 
physical and social criteria. Consequently one 
must turn to recent studies of actual family 
clothing expenditures for standards that might 
legitimately be regarded as meeting social 
needs, and at the same time as being so con¬ 
servative that they could not he questioned as a 
reasonable minimum national goal. 

Thus, for nonfarm consumers the standard 
is based, with some modification, on the 1934- 
16 ”Co*t of Living Studies Compiled un.ler Heller 
Committee for Research in Social Economic*. University 

of California, mimeographed. ._• 

17. Margaret Loomi* Sicker. ’’Inierc.iy-Differences m 
Costs of Living in March « 9 *S. 59 C.tie*. Research Mono- 
graph No. 12. Work* Progress Administration. i*>J 7 - 
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Table 50 

Suggested Clothing Standards for Men and Boys and for Women and Girls, 

16 Years and Older 


(Annual Replacement Basis at 1940 Prices) 


Clothing Item 

Number 
Per Year 

Nonfarm 

Average 

Price 

Expenditure 
Per Year 

Number 

Per Year 

Farm 

Average Expenditure 
Price Per Year 


MEN AND BOYS 




Total expenditure 

— 

— 

$ 57-68 

— 

— 

$46.39 

Overcoats — winter 

.20 

$29.50 

5.90 

.IO 

$29.50 

2.95 

Suits — winter 

•*5 

26.OO 

6.50 

•*5 

26.00 

3-90 

Suits — summer 

•*5 

X9.OO 

4-75 

.20 

11.00 

2.20 

Sweaters or jackets — wool 

.50 

3.00 

1.5° 

•75 

325 

2-44 

Work trousers 

1.50 

I.90 

2.85 

3.00 

1.30 

3-90 

Overalls 

2.00 

I.50 

3.00 

3.00 

1.50 


Shirts — dress 

2.50 

I.25 

3.12 

1.25 

1-25 

1.56 

Shirts — work, cotton 

2.00 

.90 

1.80 

3.00 

•75 

2*25 

Union suits 

I.OO 

.98 

.98 

x.oo 

1.10 

1.10 

Undershirts 

2.00 

•35 

.70 

2.00 

.30 

.00 

Shorts 

2.00 

•35 

.70 

2.00 

•35 

.70 

Pajamas 

I.OO 

1.25 

1.25 

I.OO 

1.19 

X.19 

Hats — felt and straw 

•75 

2.50 

1.88 

•75 

>•75 

I * 3 I 

Caps 

•33 

•75 

.26 

.50 

.50 

•25 

Ties 

3.00 

•55 

1.65 

1.00 

.50 

.50 

Socks 

12.00 

.21 

2.52 

12.00 

.18 

2.16 

Shoes — street 

1.00 

4.00 

4.00 

•75 

3.00 

2.25 

Shoes — work 

1.00 

3-25 

3-25 

1.00 

3.00 

3.00 

Slippers 

•25 

1.25 

• 3 * 

•25 

1*25 

• 3 1 

Rubbers 

•33 

1.10 

.36 

.20 

x.xo 

.22 

Rubber boots 

— 

— 

— 

.66 

2.80 

X.85 

Gloves — work, cotton 

10.00 

.20 

2.00 

10.00 

.20 

2.00 

Shoe repairs 

— 

— 

2.60 

— 


X.20 

Cleaning and repairing 

— 

— 

2.50 


' 

*•55 

Miscellaneous 

— 

— 

3.30 



2.50 


women and cirls 


Total expenditure 

— 

— $60.91 

— 

— 

$48.07 

Hats — felt 

1.00 

$ 1.80 

1.80 

.50 

S 1.80 

.90 

Hats — other 

•75 

1.50 1.12 

.40 

1.50 

.60 

Coats — heavy 

•25 

24.50 

6.12 

.20 

18.00 

3.60 

1.65 

Coats — light 

•25 

12.00 3.00 

•>5 

11.00 

Sweaters or jackets — wool 

.50 

2.25 1.12 

.50 

2.00 

1.00 

Blouses 

2.00 

I.25 

2.50 

2.00 

1.20 

2*40 

.68 

Skirts — wool 

•50 

2.50 

1.25 

•34 

2.00 

Dresses — cotton, house 

1.50 

1 .OO 1 .50 

1.50 

.89 

>•34 

1.80 

6.25 

Dresses — cotton, street 

•75 

2.00 1.50 

1.00 

1.80 

Dresses — rayon 

1.25 

7.00 

8.75 

1.25 

5.00 

Aprons 

1.00 

.50 

.50 

1.00 

*40 

*40 

Slips 

>•75 

.98 1.72 

>34 

>•75 

.85 

1-49 


CLOTHING, ACCESSORIES AND PERSONAL CARE 


Table 50 (continued) 


Clothing Item 


Girdles 

Brassieres 

Undershirts 

Union suits and combinati 
Panties 

Nightgowns and pajamas 

Housecoats 

Hose 

Socks —cotton 
Shoes 

House slippers 

Rubbers 

Overshoes 

Handbags 

Umbrellas 

Shoe repairs 

Cleaning and repairing 

Miscellaneous 



Non farm 



Farm 


Number 

Per Year 

Average 

Price 

Expenditure 
Per Year 

Number 

Per Year 

Average 

Pnce 

Expenditure 
Per Year 

1.00 

2.50 

2.5O 

I.OO 

2.00 

2.00 

2.00 

•40 

.80 

2.00 

•35 

.70 

1.00 

•35 

•35 

• 3 2 

.30 

.10 

)ns — 


— 

•33 

•75 

•25 

3.00 

•35 

i .°5 

3.00 

.30 

.90 

7.00 

•95 

•95 

1.00 

•95 

•95 

ao 

5.00 

1.00 

.20 

5.00 

1.00 

10.00 

.65 

6.50 

9.OO 

•55 

4-95 

3.00 

2.25 

•15 

3*5 

•45 

7.09 

3.OO 

2.25 

•>5 

2.85 

•45 

6-41 

A f\ 

-40 

•33 

.84 

1.20 

•34 

.40 

-40 

.20 

•37 

•75 

1.20 

1.50 

.30 

•24 

.56 

.50 

.20 

1.50 

2.50 

•75 

• 5 ° 

.85 

•50 

.20 

1.50 

2.50 

•75 

.50 

.65 

— 

— 

2.50 

4.00 

— 

— 

1.25 

4.00 


Source: Unpubliihed data of the Bureau of Labor Sum- 
tic*. Since this standard was prepared, the Cost ot us ¬ 
ing Division of the Bureau of Labor Statistics has made 
extensive studies of the actual buying practices ot Ameri¬ 
can city families, to find out which goods and services 

1936 consumption habits of families of em¬ 
ployed wage earners and clerical workers with 
a family income of $1,486. or somewhat lower 
than the average income of $i. 5 2 4 f° r a *‘ such 
families. 1 * For farm families, the standard was 
developed from expenditures of families with 
an average money income of $1,000 to $ 1 . 5 °° 
1941 and a total income of $1,782 when food, 
housing and fuel furnished by the farm arc 
valued and included. 1 * 

The standards arc very similar to those ot 

18. See Faith M. Williams and Alice C. Hanv>n. \lo»ey 
Diiburiementi of Wage Earner, and Clerical ttor&rt. 
>934-36. Bulletin No. 638, Bureau of Labor Statistics 
More precisely, the families upon whose expenditures • 
standard is based are those with an average expert**" 
per consumption unit of from $400 t° $500- * 

cept takes into account differences in family composiu»n 

19 -^ RtZ'ianuly Spending and Saving in 
Miscellaneous Publication No. 5 ™, Department ot Agri¬ 
culture, June 1943. A few of the suggested prices 
higher than prices calculated from this source. 


they regard as essentia! and which arc treated as dispen- 
wide when incomes arc reduced, or when prices rise and 
the family income remains the same. 1 he standard given 
In dus table was prepared before the Cost of Living Divi¬ 
sion's analyses were undertaken. 

the nonfarm families, but arc relatively higher 
in comparison with farm conventions than 
with urban. Although actual expenditures of 
farm families for clothing arc lower than those 
of urban families at the same income levels, 
there is no reason, on the basis of need, for the 
farm standard to be correspondingly below the 
urban one. Both sets of expenditure data have 
been converted to the 1940 price level. (Sec 
Appendix 12.) 

The suggested over-all standard expendi¬ 
ture per year, without specifying the garments, 
for five age and sex groups arc as follows (in 
1940 prices): 


A lonfjrm 

Men and boys, 16 years and older $ 57 - 5 ° 
Boys, 2 to 15 years 33 * 5 ° 

Women and girls, 16 years and 

older 6,00 

Girls, 2 to 15 years 34 - 00 

Infants, under 2 ,2 - 5 ° 


Farm 

$46.50 

21.50 

48.OO 

22.00 

8.5O 
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Detailed clothing standards for the first and 
third of the above groups appear in Table 50. 
Figures arc given to show the number of gar¬ 
ments of each specified type, the 1940 price of 
each article recommended for the standard (in 
order to indicate quality) and the yearly ex¬ 
penditure on each article. The suggested stand¬ 
ards are presented on an annual replacement 
basis. They are not inventory standards. (No 
comprehensive data are available on estimated 
expenditures to provide a minimum inventory 
standard. Sec Appendix 13 for the results of a 
sample study made in a limited area.) 

The variations between the cost of the 
standard for men and women and for farm 
and nonfarm families represent customary dif¬ 
ferences in clothing expenditures. Since they 
are averages, the standards obscure the many 
differences that may be expected as a result of 
variations in age, occupation, taste, climate, 
and other factors. 

Though the total income of the farm group 
whose expenditures were chosen as the basis 
of the farm standard was higher than that of 
the urban group, the former nevertheless paid 
lower prices for most types of clothing and 
bought less clothing when they were working. 
The difference in prices paid may be due to 
the purchase of lower-quality clothing by farm 
families, to the fact that distribution costs arc 
somewhat lower for farm areas or to the saving 
habits which arc characteristic of the farm 
group. 

These standards have the distinct advantage 
of being related to a well-defined segment of 
the population, so we can evaluate the stand¬ 
ard in relation to actual consumption above 
and below it. The standard* arc not high, 
either on the basis of rcplaccnv :.t rates or price 
per gnrmcnr. For example, tl standard pro¬ 
vides a nonfarm male worker \ : *h an overcoat 
at $29.50 every five years, a win - .t suit at $26.00 
every four years, a summer suit a. S19.00 every 
four years, five inexpensive dress shirts every 
two years and one pair each of street shoes and 
work shoes a year. It allows for the purchase 
each year of two pairs of overalls at Si.50 a pair, 
one union suit at <)%{, two undershirts and two 


pairs of shorts at 35^ each and 12 pairs of socks 
at 2i£ a pair. 

The standard would provide the nonfarm 
woman with one heavy coat at $24.50 and one 
light coat at $12.00 every four years, three cot¬ 
ton house dresses at $1.00 each every two years 
and two street dresses every year, as well as 
two and a quarter pairs of shoes at $3.15 a pair 
and one felt hat at $1.80 every year. According 
to the standard, she would be able to buy ten 
pairs of hose a year at 65^ a pair, one girdle at 
$2.50, two brassieres at 40^ each, a handbag for 
$1.50 every two years and an umbrella for 
$2.50 every five years. All of the above items, 
it must be remembered, are in terms of 1940 
prices. 

Such allowances obviously permit very little 
leeway for display and personal gratification. 
The attire they provide will have to be care¬ 
fully maintained in order to maximize satis¬ 
faction, and many garments will be well 
frayed before they arc discarded. But the 
standards do provide protection against the 
seasons; they permit personal cleanliness and 
a neat, if not an elegant, appearance. They 
appear to be the minimum necessary to main¬ 
tain self-respect in this highly competitive 
world. 

Comparison With Other Standards 

The standard proposed here can be com¬ 
pared with other standards on the basis of total 
expenditures and on the basis of replacement 
rates, or the number of each type of garment 
to be purchased each year. The standard sug¬ 
gested here would involve an annual cost of 
$186 (in 1940 prices) for an urban family of 
two adults and two children. This is about 
halfway between the WPA maintenance 
budget, which allows $167, and the Heller 
Committee budget of $ 2 ogr° 

These standards also differ in the replace¬ 
ment rates for different articles in the ward¬ 
robe. The WPA standard is a new overcoat for 

20. The standard proposed here provides for a man, 16 
years and older; a woman, 16 years and old£r; a hoy. 2 to 
15: and a pirl, 2 to 15. The Heller budget provides for a 
man. his wife, a child of 11 and a child of 5. 
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a man every three years; the Heller standard, 
one every six years; and the standard suggested 
here, one every five years. The WPA budget 
provides a replacement rate of three years for 
men’s suits, the Heller budget a two-year rate, 
this survey’s standard a four-year rate. For 
both spring and winter women’s coats, the 
WPA and Heller budgets agree on a three- 
year replacement rate, while the standard pro¬ 
posed here contemplates a four-year rate. In a 
few instances — notably overalls, men’s dress 
shoes, women’s wool dresses, galoshes and 
handbags — all three standards recommend 
the same replacement rates. But in most cases 
there arc at least minor differences among 
them. (Sec Table 51.) 

The prices at which these articles are to be 
bought arc almost as important as the replace¬ 
ment rates. In general, the recommended 
prices in the WPA maintenance budget arc 
lower than for the other two, which largely 
accounts for the lower annual cost per family 
on the WPA standard. It must be rcmcm- 


About 32 per cent of the population in 
1950 and 30 per cent in i960 will (under the 
income assumptions of the survey) spend less 
than the cost of the standard. Even though this 
means that a large part of the population will 
be unable to afford the clothing standard sug¬ 
gested in this analysis, many of this group will 
be not far below the minimum. 

The deficit, however, has been estimated 
only in terms of the annual replacement cost 
necessary to maintain each individual at the 
standard. The cost involved in supplying con¬ 
sumers with the clothing "inventory’’ appro¬ 
priate to the standard is ignored. The sug¬ 
gested standards represent the annual replace¬ 
ment of such an inventory in quantity and 
dollar terms. If the deficit had been calculated 
in terms of the amount required to provide the 
inventories implicit in the standard, the initial 
cost of providing adequate inventories would 
of course have been much greater than the an¬ 
nual cost of maintaining the inventories. 


bered, too, that all of these budgets arc based 
on prewar qualities and prices. The costs in¬ 
volved in all these budgets arc likely to be 
substantially higher in terms of postwar price 
levels. 

b. ESTIMATED COST IN 195° AND i960 
On the basis of the per capita expenditures 
suggested in Table 50, it would cost $7.2 bil¬ 
lion in 1950 and $7.8 billion in i960 to clothe 
everyone according to the standard proposed 
in this survey. However, this would mean that 
those above the standard (on the basis of the 
income assumptions of the survey) would 
have to reduce their expenditures for clothing. 
The concept of need, as defined for purposes of 
this survey, contemplates leaving those above 
the standard undisturbed at their level of ex¬ 
penditures and raising those below up to the 
standard. Raising the substandard group up to 
standard would cost $575 million in 1950 and 
$590 million in 196c. 21 

«. These figures were derived as follows: Assumed av- 
« ra *e per capiu expenditures in 19S" a "' 1 *° r 

“* by income level for five age and sex gru.i|^ were 1 a»ci 


6 . Summary 

The demand for clothing (including acces¬ 
sories, shoes and footwear, and cleaning, repair 
and maintenance — sec Table 49) has already 
been estimated at Si0,280,000,000 in 1950 and 
$11,740,000,000 in i960. The addition of $575 
million in 1950 and $590 million in i960 to 
bring the substandard group up to standard 
would bring the costs of meeting total needs 
in these years to $10,835,000,000 and $12,330,- 
000,000, respectively. 

The other items in this "clothing, jewelry 
and personal care’’ group include jewelry, 
watches and luggage, with an estimated 1950 
demand of $640 million and a i960 demand of 


1 (he min. Bureau of Labor S.a.istics-Bureau of Hume 
conoi.tics . 9 ,« study of spcnd.ns and jjv.nj m wu'.ime. 
Ilurcau of l-abor Statistics. Bulletins N«». 7-3 anJ ? J 4 » 
W 2 , and Department of Agriculture. Miscellaneous I ub- 
ca«.on No. 510. *94 J> These averages were applied to av 
,rned 1950 ami i960 income distributions for the same 
VC anc ami sex proups. in order «o estimate the number of 
ersons spemlin* levs than the Mandard. and their ajtgrc- 
ate expenditures for dothing. The demand ot.ma.es for 
<,cq aid .960 were .lien subtracted from .heir aggregate 
u.lays a. .he standard. (For a detailed ex,. 1 ana..on of .he 
itc.hod see Appendix 10.) 
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Table 51 

Comparison op Annual Clothing Replacement Rates in Two Different 
Standard Budgets and Standard Suggested in This Chapter 

{The Number of Garments to Be Purchased Each Year ) 

Heller Com - Standard 

WPA mittee Wage Used in 

Maintenance Earner Budget This Analysts 

Clothing Item Budget {San Francisco) {Nonfarm) 


Overcoats — winter 
Suits — winter 
Suits — summer 
Jackets — wool 
Sweaters — wool 

Trousers — wool 
Shirts — dress 
Shirts — work, cotton 
Shirts — work, wool 
Overalls 

Jumpers 

Union suits — winter 
Union suits — summer 
Pajamas — flannelette 
Pajamas — cotton 

Socks — rayon 
Socks — cotton, dress 
Socks — cotton, work 
Hats — felt 
Mats — straw 

Caps 

Gloves — street 
Gloves — work, cotton 
Shoes — oxfords 
Shoes — work 

Slippers — house 
Rubbers 
Umbrellas 
Ties 

Suspenders 

Belts 
Garters 
Handkerchiefs 
Shoe laces 
Incidentals 

Bathrobes 
Cleaning suits 
Half soles and heels 

Coats —• winter 
Coats — spring 


allowance for a man 


.50 
2.00 
2.00 
2.00 
1.00 
2.00 

1.50 
I.50J 
2.00 \ 

• 5 °( 

I.ooj 

3.00 
7.00 
•33 
•33 
1.00 
1.00 
9.00 
1.00 
2.00 

•33 
•33 
.20 
3.00 
1.00 
1.00 
2.00 
8.00 
3.00 

S «-75 


d 

ALLOWANCE FOR A WOMAN 

•33 

•33 

138 


•*7 

.20 

£ 

•50 

(•*5 

•33 i 
• 33 ) 

.50 

1.00* 

1.50 

2.00 

2.50 

3.00 

2.00 

2.00 

2.00 

H 

J 1.00 

4 *oo b 

( 2.00** 

1.00 

1.00 

1.00 

— 

8.00 

12.00 

.50 

•75 

1.00 

•33 

1.00 

— 

10.00 

T 0.00 

1.00 

1.00 

1.00 

1.00 

.25 

•*5 

— 

•33 

6.00 

3.00 

$3.00 

$ 3 - 3 ° 

•*3 

— 

$1.88 

S2.50 

S3.76 

$2.60 

•33 

•25 

•33 

•25 
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Table 51 (continued) 


Clothing Item Budget (Son Francisco) (Non I arm) 


Sweaters — wool -50 . - 2 5 * 5 ° 

Dresses — wool .50 - 5 ° - 5 ° 

Dresses — silk or rayon 1.00 1.00 1.25 

Dresses — street, cotton 1.50 *75 

Dresses — house, cotton 3 00 20 °, 150 

Slips 1 - 5 ° # *- 50 r ‘-75 

Corsets or girdles i -°oj , «- 0 i 1 ' 00 

Brassieres 2 °°S < 200 

Bloomers or panties 2.00 4 °° 3 

Union suits — winter *- 5 ° ) 

Nightgowns — fiannclcttc - 5 ° ( 1.00 

Nightgowns — cotton * 00 1 ’ 5 °) 

Bathrobes — blanket - IO A 7 

Kimonos — cotton - 20 

Stockings — cotton 6.00 ( to.oo 

Stockings — silk or rayon 2.00 ,00 °> 

Hats-winter - 5 <> ,0 ° 100 

Hats-summer *°° 100 75 

Gloves — fabric ’ 00 1 » 

Shoes —Oxfords 100 2.25 

Shoes-pumps > 40 

Slippers — house * 5 ° 

Galoshes H « ” 

Umbrellas — cotton -33 ' 

Handbags £ * ,2 

Apr0nS - 1-00 

Undcrvests — cotton or rayon __ _ 

Handkerchiefs 

? hoc . ,acc ; s',:™ sr..^ s.,.<k» 

Incidentals 9 7 < 56.00 S *5 

Shoe repairs h e, iHl 

Dresses cleaned and pressed h S2< 5° 

Coats cleaned and pressed _____ ___ 

Source,. Margaret S««krr. »9S7l ' < •' - ' 1 

Ssa. S:,.- '■■■ . . . .. 

California, mimeographed. 

a. Corduroy. 

b. Shim and »hort». .,11 f,. r , 1 , mine and nteMinc one suit. 

i >•- — . .. 

e. Cotton. 

!i. No’doUa, ansoun. .-ben; bud*,. alb- '»» *< ^ ~ 

“£ No do,!., --- bud*,, dW- .... d,„, , 0 .. s~h... ..>',.1—1 

pressed. 
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Table 52 

Estimated Needs and Demand for Clothinc, Jewelry and Personal Care 
in 1950 and i960 Compared With 1940 Expenditures 

{In Millions at 1940 Prices) 


Clast of Expenditure 

1940 

Expenditure 

Demand 

Needs 

Demand 

Needs 

Total 

$9,8lO 

$12,340 

$ 12 , 9*5 

$14,165 

$* 4,755 

Clothing, shoes, accessories, etc. 

8,261 

10,280 

10,855 

11,740 

* 2,330 

Jewelry, watches and luggage 

442 

640 

640 

770 

770 

Personal care 

1,107 

M2© 

1,420 

*,655 

*,655 


S770 million; and personal care, with esti¬ 
mated expenditures of $1,420,000,000 in 1950 
and Si,655,000,000 in i960. No attempt has 
been made to establish minimum standards of 
need for these products. In other words, it has 
been assumed that the amounts that consum¬ 
ers will actually spend for these products will 
be sufficient to fulfill their "needs.” 

A summary of estimated “demand" and 
"needs” in 1950 and i960, compared with ac¬ 
tual consumption expenditures in 1940, is 
shown in Table 52. Total demand for cloth¬ 
ing, jewelry and personal care is estimated at 


about $12.3 billion in 1950 compared with 
1940 consumption expenditures of $9.8 billion. 
Total needs will amount to $12.9 billion. In 
i960, needs are estimated at nearly $14.8 billion 
and demand at almost $14.2 billion. Thus, the 
deficiency, or gap between need and demand, 
amounts to between 4 and 5 per cent in both 
years. The difference between need and de¬ 
mand is thus much less for clothing and allied 
products than for many other items in the con¬ 
sumer's budget — partly because "conspicuous 
consumption” is characteristic of clothing and 
personal care at all income levels. 







CHAPTER 8 


HOUSING 


The money consumers spend on ''housing" 
includes shelter and utilities, such as fuel, 
water, gas and electricity, required to maintain 
and operate the household. If the consumer is 
a tenant, he pays for the use of the dwelling 
unit and such fixed equipment as is part of the 
structure in the form of rent. If he owns his 
home, these costs arc calculated as "imputed 
rent,” or rental value. The cost of housing and 
household utilities is the second largest item in 
the consumer’s budget. Only less important 
than food, it accounts for almost one fifth of 
total consumption expenditures. 

Part of the expenditures for shelter (i.c., rent 
or imputed rent) goes to meet upkeep, insur¬ 
ance and taxes and to provide a return on the 
investment in the form of interest or divi¬ 
dends. The remainder covers capital costs for 
land and structures in the form of principal 
repayments. The sum devoted to the capital 
cost of the structure represents the loss of use¬ 
fulness or value through depreciation and ob¬ 
solescence and is described as "capital con¬ 
sumption.” Because capital consumption of 
housing has been high compared with actual 
capital outlays, the value of our total housing 
supply has increased only slowly. 

Capital outlays for housing arc of special sig¬ 
nificance. They constitute one fifth of our total 
capital expenditures, and have been one of our 
major investment outlets as well as an impor¬ 
tant source of addition to our stock of capital 


By A. Benjamin Handler, Assistant Research 
Director of this survey; Lawrence N. Bloom- 
hero, Associate Chief Economist, Federal Public 
Housing Authority; and Howard C. Rrunsman, 
Assistant Chief, Population Division, Bureau of 
the Census. Opinions expressed in this chapter arc 
those of the authors and not necessarily those of 
the organizations with which they arc associated. 


goods. Upon their volume depends the quan¬ 
tity and quality of our houses. 

i. Housing Trends 

a. HOUSING AND POPULATION 

% 

We had 37.3 million dwelling units in the 
United States in 1940 — more than double the 
17.9 million in 1900. The increase over this pe¬ 
riod kept pace with the number of families 
but, because of the steady decline in average 
family size, was considerably greater than 
population growth. Consequently the average 
number of occupants per house has declined 
steadily. By 1940 our houses contained one 
person less on the average than in 1900 — 3.8 
persons compared with 4.7. (See Table 53.) 

The greatest increase in our housing supply 
occurred in the nonfarm areas, where the 
number of dwelling units in 1940 was two and 
one half times the number in 1900. Farm¬ 
houses, on the other hand, increased by only 
one fourth during the same period. The great¬ 
est increase occurred in urban dwelling units, 
which were therefore a substantially larger 
proportion of the nation’s total supply in 1940 
than in 1900. The proportion of rural nonfarm 
houses changed slightly, while farm housing 
declined greatly in importance.' 

The movement of population from farms 
and rural areas into the cities has been taking 
place for many decades. In recent decades a 
major trend has been the movement of popu¬ 
lation away from many places under 50,000 
population to metropolitan districts.' I he 

1. Not all of these changes were due 10 new dwelling*. 
They were partly die result of changes in municipal 
boundaries and of shifts of communities from the rural 
nonfarm to the urban class as their populations increased. 

2 . Such districts include all die thickly settled territory 
in and around a city or group of cities. They luce been 
set up by the Census in connection with each city of 50.000 
or more, and include all conuguous minor civil divisions or 
incorporated places with a population of 150 or more per 
square mile. 
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Table 53 

Population, Families and Dwelling Units in the United States, 1900-1940* 


Dwelling Units 


Year 

Population 

Families 
or Occupied 
Dwelling Units 

Total 

Urban 

Rural 

Non farm 

Farm 

ber of Persons 
Per Occupied Unit 

1900 

1910 

1920 

193° 

194° 

75>995 

9 *» 97 2 

105,711 

* 22 .775 

131,669 

* 5.964 

20,256 

24.352 

29,905 

34.855 

(/n Thomands ) 

*7,850 8,420 

22,047 *0,736 

26,294 13,456 

, 32,786 *8,720 

37,348 21.622 

3.377 

4.797 

5.656 

6,972 

8,084 

6,053 

6 , 5*4 

7,182 

7»°94 

7,642 

4-7 

4-5 

4-3 

3-8 


a. Population and family figures are from ihe Census. 
Urban and rural nonfarm housing data were calculated 
from American Homing: Problems and Prospects. Twenti¬ 
eth Century Fund, New York, 1944. Appendixes C. Table 
11, p. 366. and F, Table 35 . P- 4 '°. »"«» "Housing 
and the Increase in Population,” Monthly Labor Review. 
April 1942. in the following manner: given total nonfarm 
units for each of the five years and decade totals for the 
number of urban as well as rural nonfarm units built, net 


nonfarm additions per decade were then distributed be¬ 
tween urban and rural nonfarm in the same manner as the 
distribution of urban and rural nonfarm units built per 
decade. The number of farm units for 1940 is from die 
Census: while the number from 1900 to 1930 was de¬ 
rived from Census data of number of occupied units by 
assuming the same vacancy ratio as in 1940, namely 6 per 
cent. 


war accelerated this movement. While this 
shift of the population to the largest urban 
areas has been in progress, however, an out¬ 
ward movement from the centers of cities and 
from the central cities of metropolitan dis¬ 
tricts has also taken place. Overcrowding, lack 
of fresh air and of play and recreation space 
generated a movement from city to suburb 
which reflected a desire to retain the advan¬ 
tages of city life while escaping many of the 
most undesirable features. This has caused 
severe population losses in the cores of many 
central cities and resulted in a high rate of 
increase in the suburban areas against a small 
increase, or even a net population loss, within 
the central cities. 

Kach of these movements — from country 
to citv and from citv to suburb — has had an 

0 * 

important effect on the location of our hous¬ 
ing. As the population became increasingly 
urbanized, new farmhouse building tended to 
cease, while in recent decades the greatest 
number of nonfarm houses has been built in 
the suburban portion of metropolitan areas. 

3. Data in tins section arc largely from Bureau of the 
Census, Homing. 1940. 


b. status of housing in 1940* 

The condition of our housing is far from 
satisfactory. Of the 37 million dwelling units 
in the United States in 1940, it is estimated that 
21 million were in good condition or needed 
only minor repairs; the remaining 16 million 
needed to be cither replaced or rehabilitated. 4 
Almost a fifth of all our housing units needed 
major repairs;'' about 30 per cent had no run¬ 
ning water in the dwelling unit; approxi¬ 
mately 40 per cent had no private flush toilet; 
and about 45 per cent had no private bath or 
shower. (Sec Table 54.) 

There arc, of course, extremely wide varia¬ 
tions among American houses, reflecting dif¬ 
ferences in family income, climate, local house¬ 
building materials, tradition, taste and other 
factors. The Cape Cod cottage is as different 
from the Park Avenue apartment as that in 

4. For the method of arriving at the estimate see sec¬ 
tion 4b below. _ t 

5. A house was reported as needing miior repairs "when 
parts of the structure such as floors, roof, plaster, walls, or 
foundations required inaior repairs, or replacements. A re¬ 
pair is major when its continued neglect will seriously im¬ 
pair the soundness of the structure and create a hazard to 
its safety as .1 place of residence." (From Census instruc¬ 
tions to enumerators.) 


Table 54 

Nature Atb CoNomos of American Housing, 1940 


’• 

a e 

Inn© 

d 

O* 

*«-co 

xJ-NO 00 VO O 

co xr 

0 0 -rcq 

10 vo 

1 

iS*§ 

d d 

NT 

<2 

S "8 

-r ci d>vd no 
t^coci’t- 

l/N IN. 
x l/N 

d - vo co 

CO x. co 



,E 

M . 9 

H H 

OO 

O 

•« 

Cp X. 

'CTO ino 

ONO 

UN Cl NO On 

In O 

1 1 

If 

• 

CO 

1A 

w> 

NO tN 

X »* 

- iAn© co Cl 

IT, IA «T» fN 

r-^ co 

00 

— co co •“ 

NT - *- IN 

cv ~r 
coco 

R 

4 

r^vq 
d Cl 

*?* 

■*T 

n 

un 

£ 

M O 

NO On 
« 

unn - q « 

d iArs\Ad 
ci 00 OO On 

•«■ l/N 

OO cp — cp 

NO CC In IO 

l/N x. CO 

ci up 
- fO 

CO O' 


a 









■55 

IA M 

N 

rN 

0 

C 4 CO 

ioco r-N in. itn 

CO NO 

d O - « 

CO O' 


1 

u » ^ 

-*r "r 


ci 

n 

tf> 

CO co 

Cl X. 


OO 


— CO 
vo 00 


II 

9"9 
co CO 

q 

NT 

d 

On 

«*> 

0,00 
xroo 
co co 

00 nt r> 10 it, 
lA lA NTOO NO 

On 

cp *r 

O'NO 

X X 

NO up cp cp 

O' O' - co 
x l/N 

cp “ 

co 

1 

il 

C£ 0 

*> *o 

d d 

0 

*e 

CO 

UN 

£ 

NO NO 

S"S 

X IN ir, «■ NT 

iAcc d> — 10 

in a ci xr 

Cl X 

Xno 

- TOK 
co iAcd up 
co ci vo 

vq 00 

CO CO 

d no 

1 

R 

* 

4 

•? ” 

•-r ’T 

d 

NT 

CO 

IN 

CO 

x IN 

r^oo co Nf 00 

0 

In rN 

— -r 

00 

IN xt* cp O' 

|N NO cl 60 
-r ro Cl l/N 

IN oq 


a 



«o 







II 

?? 

X x 

x« 

■«r 

-r 

CO 

» 

9 •? 

— IN 
CO M 

no co cp q q 

0 co iAvd -r 

InWCCII- 

00 ip 

2 Z 

IN co -rvq 

d in - k 

co Cl »• l/N 

9 r 

— d 

CO NO 


II 

•x q\ 
co ci 

d 

-d 

'S 

• 

•• 

«J» 

nJJ 

ri ci ci q ip 

In lA UN co OO 

M x - « - 

«■ CO 
** 

T T ^ 

*2 *- n £ 

UN Cp 

OO <> 

■< 

*4 

1 

co ts 
nT co 

cp 

1A 

IN 

*! 

NO 

ON Cl 
-r 0> 

V X 

ci cp -r cpvq 

nS 2 


CO 0, cp cp 

^ CO CO UN 
•Ml TUN 

COCO 

| 



«/> 





* 

R 

NO On 
* r co 
»• 

0 

l/N 

•r 

n 

On 

ci 

U> 

-r — 

cpo « T*> 
10 — r^vo 0 

Cl oc 00 ON 

T *0 

OC Sn 

CO NO IO Cp 

^S'Pn'S 

- UN 


J 

onj 

d ?. 

d 

iA 

NO 

T 

Cl 

W> 

00 00 

C- T 

-r — 

— r^vo — x. 

J -r C- On l/N 
TNfi VC In 

UN NO 

co q ci vq 
occ 0 cc 

•r ci NO CO 

cp q 
NO* O' 


11 

^ r 

In In 

IN 

•r 

& 

un 

«/> 

NO O, 
l/N CO 
-r co 

•TOO ci CO 0 
8 n = = = 

00 CO 

r ^ 

O' O' — NO 

X 2 n^ 

UN d 
nOnS 

I 

il 

*4 

r 2 

CO IN 

'O 

T 

0 

« 

CO 

ts> 

r> f 

CO •- 
co Cl 

0,00 « qiN 
co C CO UN In 
O Tf “N 

x- 60 
Od IN 

r> q q ci 
05 CO In — 
CO Cl CI NO 

In O 
cl C- 
cO In 



00 

-r 


n 10 

no up q *c"q 

NO OO 

O VO Cl - 

- q 

•3 

5 


NO vq 

s a 

^ • 

r^» 

Cl 

«/> 

ci x 
-r — 

CO |i. CO CO d 

Cl In OO On 

0 « 

VO x- 05 l/N 
l/N CO l/N CO 

TnC 


I 

cp O' 

IN -r 
to CO 

*> 

-r 

? 

c 

ri 

1/1 

eq cp 
O co 
-r - 

d ci rp O' cp 
C,vd 0 On -r 
-r 1 r. ir no 

- *> 

unct. 

In 

- x. c vq 
•T In ci NO 
-r ri -r t 

ci cc 
-r ci 
if* 


c 

3 

C 

^ 2 *5 

^ t/i-U 
C 0 

•S^O. 

w 2 3 

|d6 


. K. 
* S 
E 5 


c 

V. 

<0 


£~ 

s; 


o 

x ala 

? £ S.£ c - 


^ >• 


w o 


O o .i 


J! ~ 
c £-5 

.2 3 3 

•2 2 


c 

S § 


c_ o 




cc 

M 

- , _ E •§ K 

rriEfSf^-s 

c- « p 'c ” > uv S •£ 

c?'C 'C^o.E^c 

.i o. c. £ .c u c •- 

&* 


1 

c/i v 

- .£ .a 

rs _ k. 


?rj g S 

c 2 v 
o 2 ~ £ 


-e 


i? 

*3 U. 

Si 

x^ 


o 

*5 


c£S 


o 

o 


$ 

1 4 


M 3 


. DiKrcjuncic* in additions arc «luc lo rounding. 



AMERICA S NEEDS AND RESOURCES 


turn is different from the Georgian mansion 
of the South or the adobe-built structure of 
the Southwest. Farm housing is differently 
equipped from urban housing. The dwelling 
places of the poor bear little resemblance to 
those of the rich. 

Over four fifths of our houses are made of 
wood; there are a substantial number of brick 
ones, a number built of stucco, and compara¬ 
tively few built of stone, mud and other mate¬ 
rials. Four out of five are single-family de¬ 
tached homes; of the remaining fifth, most arc 
row houses and two-family structures; apart¬ 
ment houses of various sizes and large multi¬ 
family developments are only a small part of 
the total supply. 

Variations in Farm Housing 
The best housing is found in the cities of the 
North and the West, the worst on the farms of 
the South. 0 Urban housing, in general, is supe¬ 
rior to rural nonfarm, which in turn is supe¬ 
rior to farm housing. Four times as large a 
proportion of southern farm dwellings need 
major repairs as do urban dwellings in the 
West. Overcrowding is five times as frequent. 
While running water inside the dwelling units 
is found in almost per cent of our western 
farmhouses, and private flush toilets in almost 
30 per cent, these arc found in less than 9 and 
5 per cent, respectively, of our southern farm¬ 
houses. Electric lighting is only about a third 
as common on southern farms as on northern 
ones, and mechanical refrigeration half as 
common. The median rental value of the 
southern farmhouses is onlv a third that of 

a 

northern farmhouses. 

The typical farmhouse in the North is a one- 
family detached frame structure that has six 
rooms and is occupied by two or three persons. 
Built during the first decade of the present 
century, the chances arc one in three that it is 

6. The North comprise* the states of North Dakota. 
South Dakota. Nebraska. Kansas. Missouri. Illinois. Indi¬ 
ana. Ohio. Pennsylvania anil New Jersey and all of the area 
cast and north of these states. The South comprises the 
states of Oklahoma and Texas ami all of the area east of 
these states and south of the North. The West comprises 
the states of Montana. Wyoming. Colorado and New 
Mexico and all of the area west of these states. 


in need of major repairs. It has neither run¬ 
ning water nor a hand pump in the dwelling 
unit, but has a water supply (not running 
water) within 50 feet. It has an outside toilet 
or privy, and lacks both bathtub and shower. 
It is heated by one or more stoves burning coal 
or coke, lighted by gasoline or kerosene lamps, 
and equipped with a radio. Its occupants cook 
with wood, and have no refrigeration equip¬ 
ment of any kind. They own the house in 
which they live. Its rental value is estimated 
to be about Si 1 a month. 

The most common kind of farmhouse in 
the South is also a one-family detached frame 
structure. It is much more crowded than the 
northern farmhouse as it has only four rooms 
and is occupied by three persons. Although it 
was built during the second decade of this cen¬ 
tury, the chances arc two in five that it is dilapi¬ 
dated. Like its northern counterpart, it has 
neither running water, hand pump, bathtub 
nor shower in the dwelling unit. It, too, has a 
water supply within 50 feet and an outside 
toilet or privy. Cooking and heating arc done 
by wood, and the house is lighted by gasoline 
or kerosene lamps. Its occupants have neither 
radio nor any kind of refrigeration equipment. 
They do not own the house but live there as 
tenants. Their homes have an average rental 
value of about $4 a month. 

Variations in Urban Housing 

Our urban housing is far better than farm 
housing, but it leaves much to be desired. The 
best city housing is found in the West. Even 
there, however, 9 per cent of the dwellings 
need major repairs. Almost 13 per cent of our 
urban dwelling units in the North and West 
lacked a private flush toilet in 1940, although 
the water closet bciian to be installed in Ameri- 
can houses about 1S10. 7 The "gospel of the 
bathtub" started before the Civil War, but 
even now 20 per cent of our northern, and 15 
per cent of our western, city homes have no 

7. According co A. F. Bcinis and John Bure hard, "It 
l*ccamc popular almost at once.” See A History of the 
Home. Vol. I of The Evolving House. Massachusetts In¬ 
stitute of Technology. Technology Press, Cambridge. 19 J 3 - 
p. 20S. 
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private bath. On the other hand, electricity, 
which was introduced for home use in 1856 
but not widely available until after the turn of 
the century, is now in almost universal use 
in the cities of the North and West. The ice 
refrigerator was invented in 1890 s and the 
mechanical refrigerator did not come into 
household use until after World War I, but 
today almost 60 per cent of our city dwellings 
have the latter and an additional 30 per cent 
have the former. 

The typical urban house in the West is a 
one-family detached frame structure. It has 
five rooms and is occupied by two or three 
persons. Built during the third decade of 
this century, it is in much better condition 
than the typical farmhouse, with only one 
out of eleven being in need of major repairs. 
It is equipped with running water and with a 
private flush toilet and a private bath as well. 
It is kept warm with gas heaters, lighted by 
electricity and equipped with a radio. Its occu¬ 
pants cook with gas and keep their food fresh 
in a mechanical refrigerator. They own the 
house in which they live; its rental value is 
$27.50 a month. 

The typical urban house in the South is also 
a one-family detached frame structure. It has 
only three rooms and is occupied by two per¬ 
sons. Like its western counterpart it was built 
during the third decade of this century, but it 
has a onc-in-six chance of being dilapidated. 
It too has running water, flush toilet and bath. 
It is warmed by a stove burning coal or coke, 
lighted by electricity and equipped with a 
radio. Its occupants cook with gas and keep 
their food fresh in a mechanical refrigerator. 
They reside in the house as tenants, paying S19 
rent a month. 

These generalizations do not tell the whole 
story, being limited by the inadequacy of data. 
Many houses in good repair and with reason¬ 
ably adequate equipment arc still undesirable 
places in which to live. Statistics tell us noth¬ 
ing about the badly designed houses with in¬ 
sufficient light and air, or of those within 
range of unpleasant odors or constant noise. 

8. Ibid., pp. 306, 312 anil 314. 


C. CHANGING CHARACTER OF HOUSING 

The concentration of population in urban 
areas has had a profound impact on the char¬ 
acter of our housing. Congestion made sani¬ 
tary measures necessary, while the wealth re¬ 
sulting from our industrial expansion made 
possible the installation of modern sewerage 
and water systems. Urbanization of the popu¬ 
lation also gave rise to markets for equipment 
designed to make it possible for every family 
fully to utilize these improvements. 

Such technical developments have been con¬ 
centrated largely on installations for increasing 
the amenities of urban life. In heating, for in¬ 
stance, the nineteenth century saw the replace¬ 
ment of the wood-burning fireplace by the coal 
grate and that in turn by the stove. Then came 
the furnace, which was improved, reduced in 
bulk and developed to the point of automatic 
control. Lighting progressed from candles to 
kerosene, to gas, and finally to electricity. The 
bathtub, once portable, is now standard fixed 
equipment, less expensive, and easier to dean 
and maintain. Insulating material is being 
widely used, and there has been a general in¬ 
crease in the efficiency of household equip¬ 
ment, which has decreased household chores 
and increased home comforts. 

All this equipment made the house a more 
costly commodity to produce. But as the ap¬ 
pliances became necessities and mass markets 
for them developed, mass production tech¬ 
niques were used in their manufacture; their 
costs and selling prices were reduced; and their 
use increased. 

Trend Toward Functional Housing 

The trend in house construction has been 
toward greater and greater emphasis upon 
functional design. Kitchens are now planned 
to avoid waste of space and with a view to effi¬ 
ciency of use. The more efficient kitchen and 
more adequate distribution of supplies have 
also made the pantry unnecessary. Spacious 
halls have been simplified, and greater atten¬ 
tion is being paid to storage space and its spe¬ 
cific use. More window space has brought in 
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greater light and air. In short, there has been a 
tendency toward greater compactness and 
comfort without a sacrifice of utility. Indeed, 
compactness has tended to be emphasized at 
the expense of sheer living space. 

The steel-frame technique of building has 
enabled us to erect structures of great height. 
The i92o’s saw a boom in the building of 
high apartments in our large cities. During the 
i93o’s, however, the apartment house began 
to move to the suburbs and flatten out into the 
garden type of apartment development. 

In very recent years, certain changes have 
begun to appear in the composition of the 
structure. The traditional wall was composed 
of from five to seven layers of materials. The 
development of new materials and of the ply¬ 
wood panel has made it possible to build walls 
just as efficient but much simpler and lighter 
in weight. Similar developments have taken 
place in flooring and roofing. 

The movement to the suburbs marked the 
beginning of a revolution in land-planning 
techniques. At first the familiar gridiron street 
pattern and the crowding of the land common 
to cities was merely reproduced. During the 
i9V>*s especially, however, more open meth¬ 
ods of land utilization appeared with increas¬ 
ing frequency. The federal government played 
an important role in this development, particu¬ 
larly through the Federal Housing Adminis¬ 
tration, which has paid considerable attention 
to location and site planning. Its practices have 
spread and greatly influenced the character of 
new housing financed by mortgage-lending 
institutions. Public housing projects with their 
low land coverage arc impressive demonstra¬ 
tions of large housing developments designed 
to provide adequate light, air, comfort and 
community facilities. 

Developments in Housing Equipment 

It is possible to make some statistical com¬ 
parisons between housing today and a decade 
ago. u Little change has occurred in the propor- 

9. Previous to the 1940 Census of Housing the only 
available picture of our housing supply relates to January 


tion of urban houses with plumbing facilities, 
which seems to indicate only a slight improve¬ 
ment in this respect during the last decade. 
Probably the reason for this is that it is not eco¬ 
nomic to modernize urban dwellings not al¬ 
ready equipped with plumbing facilities. 

While the great era of plumbing installation 
occurred in cities some decades ago, it has 
barely begun on farms. Still, there was a con¬ 
siderable increase during the decade before the 
war in farmhouses with running water (from 
15.8 to 17.8 per cent), flush toilets (from 8.5 
to 11.2 per cent) and baths (from 8.4 to 11.8 
per cent). However, the total number of farm¬ 
houses with such equipment was still rela¬ 
tively low in 1940. 

During the x93o’s moderate advances were 
made in cities in the use of central heating 
(from 50.5 to 58.2 per cent of the dwelling 
units), and a considerable change began to 
occur in the character of the equipment. The 
development of automatic devices resulted in 
the use of thermostats and automatic stokers 
for coal furnaces. The number of domestic 
oil burners in use in X920 was negligible; by 
1930 over half a million were in use, and by 
X940 about 1.7 million. 10 In 1929 the number 
of houses heated with automatic gas furnaces 
was also negligible; by 1940 it had increased to 
over a million. 

The greatest strides in home equipment 
were made in mechanical refrigeration in farm 
as well as urban areas. The proportion of city 
dwelling units with mechanical refrigerators 
increased from 17 to 56 per cent, and on farms 
from 2.4 to 14.9 per cent. The sale of electric 
refrigerators increased by nearly 7,000 per cent 
between 1922 and X930 and by another 200 

1934. Early in 1934 the Bureau of Foreign and Domestic 
<>>mmcrcc conducted a scries of Real Property Inventories 
in 64 cities and covering over 2.5 million dwellings. 
About the same time the Department of Agriculture sur¬ 
veyed about 600.000 dwellings in its farm housing survey. 
(The 1930 Census of Agriculture had some information 
about running water, baths and electricity on farms.) 
Since the supply of houses increased less than 3 per cent 
during the four-year period 1930-1933, the facts brought 
out by these surveys may be taken as indicative of the con¬ 
dition of our housing at the end of the 1920’s. 

10. Petroleum Facts and Figures. American Petroleum 
Institute. New York. 1939. P- 37 * 
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per cent between 1930 and 1940. 1 ' 1 Though ur¬ 
ban use of electricity had already begun to ap¬ 
proach universality in 1930 and increased but 
little during the next ten years, rural electrifi¬ 
cation showed an increase from 13.4 to 31.3 per 
cent of farmhouses. Since other utilities are de¬ 
pendent on electrification, the future is likely 
to see a great increase in the use of mechanical 
equipment in farmhouses. For the country as a 
whole, domestic customers of the electric light 
industry rose from 8 million in 1920 to 20 mil¬ 
lion in 1930. Despite an increase of only 25 per 
cent in the number of domestic customers be¬ 
tween 1930 and 1940, the amount of electricity 
consumed by them almost doubled. 1 * On the 
other hand, the number of domestic consum¬ 
ers of gas and the amount they consumed 
tended to become stabilized during the 1930 $. 

To sum up, the most sweeping changes in 
the character of our housing have been the ad¬ 
dition of accessory equipment and greater 
compactness and utility in house design. New 
patterns of land use have emerged and new 
materials arc beginning to be used. Neverthe¬ 
less, the great diflcrcncc between the house of 
today and yesterday is represented by the bath¬ 
tub, central heating and various kinds of elec¬ 
trical equipment. 

d. COMPARISONS WITH OTHER COUNTRIES 

Comparisons of American housing with that 
of other countries arc dilTicult, for the avail.. > c 
figures are seldom comparable. In this coun¬ 
try overcrowding, generally speaking, has 
never been a continuing problem, but in Eu¬ 
rope it has long been the crux of the hom¬ 
ing problem. This is partly a result of the 
greater concentration of European population 
in crowded cities, but the long cessation o 
housebuilding during World War I is a con¬ 
tributing cause. The devastation wrought dur¬ 
ing World War II halted the attempt m the 
period between wars to alleviate shortages an. 
aggravated the problem more than ever. 

11. The Electric Ught and Poorer Industry ,n '***>"''*! 
States. Statistical Bulletin No. 9. Edison 1-lcs.mc » 

New York, 1941. p. 33. 

12. Ibid.. Tabic 15. 


Bemis has attempted to make some interna¬ 
tional comparisons of housing equipment in 
about 1930.** Bathrooms were about twice as 
frequent in the United States as in Canada and 
Great Britain, four times as in Germany and 
twelve times as in France and Sweden. We 
also led in the proportion of homes with elec¬ 
tric lights; Canada and Germany came next, 
with France close behind, followed by Great 
Britain with just over half the proportion in 
this country. We led Canada and Great Britain 
somewhat in radios, with Germany and France 
considerably behind. Other countries had, 
relatively, far fewer centrally heated homes 
than we did. In Sweden, for instance, 5 per 
cent of town dwellings had central heating in 
1928, compared with 50 per cent in American 
cities. We were undoubtedly still well in the 
lead in most of this household equipment be¬ 
fore the devastation of World War II com¬ 
menced. 

Rural Canada had many small and poor 
houses. England, Wales and Scotland had 
many slum areas, and in France rural sanitary 
conditions were often poor. German cities, on 
the other hand, had few slum areas. 

In England and Wales, after two decades of 
governmental action following World War I, 
The frequency of overcrowding in urban dwell¬ 
ings was still twice as great as in this country. 
In the Scandinavian countries overcrowding 
was even more serious. Most houses in Scan¬ 
dinavia had only one to three rooms, with the 
average number of persons per room high by 
American standards. In Sweden, for instance, 
half the dwelling units in the larger cities had 
only one or two rooms in 1935 * w,u,c IO l Kr 
cent of them were overcrowded by Swedish 
standards; and in Finland one quarter of the 
dwelling units were overcrowded.'1 hesc coun¬ 
tries lagged far behind us in sanitary equip¬ 
ment. Over 80 per cent of our uiban dwellings 
had Hush toilets, while Denmark led Norway 
and Finland with 66 per cent. More than 75 
,xrr cent of our urban dwellings had baths, 
while Sweden led Norway, Denmark and Fm- 
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land with 34 per cent. However, the state of 
repair in rural Sweden and Finland was far 
better than in this country. 14 

American housing, in general, is better 
equipped and more spacious than that of other 
countries; but at the time World War II be¬ 
gan it was probably not in as good a state of 
repair. Although comparisons arc difficult, 
there is no question that American housing 
was generally superior to European. 

C. EXPENDITURES FOR HOUSING 

Expenditures for housing are of two types: 
capital expenditures for residential construc¬ 
tion and major alterations or additions; and 
current expenditures paid by consumers for 
shelter, fuel and household utilities. During 
the period between World War I and World 
War II, these combined expenditures aver¬ 
aged almost 20 per cent of the gross national 
product. In other words, almost one fifth of 
our total production of finished goods and 
services was for the purpose of housing the 
population. 

(1). Consumption Expenditures 

Consumers spent an average of $9.3 billion 
annually during 1921-1941 lor shelter alone. 
Utilities and fuel cost another S3 billion an¬ 
nually, making a total consumers' housing bill 
of Si2.3 billion. Shelter expenditures (rent and 
imputed rent) constituted about a seventh of 
the amount spent by consumers for all pur¬ 
poses. while utilities accounted for an addi¬ 
tional 5 per cent. (Sec Table 55.) 

Trends 

There appears to be a long-run tendency for 
shelter expenditures to become less important 
in the consumer's budget. Apart from the de¬ 
pression years, when reduced incomes and 
"sticky" rents increased the ratio, expenditures 
for shelter were a smaller proportion of total 
consumption expenditures in the 1930's than 

1 4. See Urban amt Rural Homing, League of Nations, 
1939: Farm-Homing Surrey. Miscellaneous Publication 
No. 323. Department of Agriculture. March 1939 ‘. Urban 
Homing: A Summary oj Real Properly Inventories. 
> 954 -36. Works Progress Administration. 1938. 
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in the 1920’s. During the latter half of the 
1920’s, for example, the proportion averaged 
about 15 per cent; during 1935-1940, only 13 
per cent. 

The relatively high proportions in the de¬ 
pression years 1931-1933 illustrate what hap¬ 
pens to expenditures for the most necessary 
and urgent items in the consumer’s budget as 
a result of changes in the standard of living. A 
decline in real income forces curtailment of ex¬ 
penditures for some of the pleasures and dis¬ 
pensable comforts of life, while necessities 
loom larger in the consumer budget. The con¬ 
verse is true of an increase in real income. The 
long-run rise in the American standard of liv¬ 
ing has meant that an increasing proportion of 
consumer expenditures has been devoted to 
leisure-time activities like recreation and pleas¬ 
ure travel, to sports clothes and the like, with 
a corresponding reduction in the proportions 
devoted to shelter and necessary food and 
clothing. 

The decline between the 1920’s and the 
1930’s in the proportion of consumption ex¬ 
penditures going for rent and imputed rent 
was undoubtedly more drastic than the long¬ 
term trend. The proportions prevailing dur¬ 
ing the 1920’s were probably as great as they 
were because the price of housing in that dec¬ 
ade was at an unusually high level. 18 

Expenditures for fuel and utilities combined 
also show a long-term decline in relation to 
total consumer expenditures, but much less 
marked than the decline in rent and imputed 
rent. Despite the increasing substitution of 
more expensive fuel oil for coal during the 
1930's, the ratio of fuel expenditures to total 
consumption expenditures has (except for the 
depression years) remained stable since the 
latter part of the 1920’s. Though expendi¬ 
tures for electricity have increased markedly, 
both absolutely and relatively, the increase has 
not been enough to offset the decline in the 
ratio of fuel to consumer expenditures that has 

15. The Bureau of Labor Statistics Cost of Living In¬ 
dex shows the rent index at a level of 146-152 during 1923 
to 1927 ami the "all items" index at a level of only 122- 
126 in the same period (1935-1939 - 100). 


HOUSING 


Table 55 

Consumption Expenditures for Housing, 1909-1941 


Total 


Housing Expenditure 


Percentage 0/ Total Consumption Expenditures 


Consumption Rent and Fuel and 
Expendi- Imputed Lighting 
Tear lures Rent Supplies 


Rent and Fuel and 


I 9 °9 

*9 X 4 

1919 

1921 

*9 2 3 

*9 2 5 

x 9 2 7 

*9 2 9 

>93° 

>93* 

*93 2 

*933 

x 934 

*935 

*93<> 

>937 

1938 

>939 

>940 

*94* 


(In Millions} 


528,757 

33.444 

60,812 

56,007 

66,827 

70,890 

74.499 

80,330 

72.598 

62,651 

50.535 

46,508 
5 >.907 
56.351 

62,165 
66,056 
63.* 34 
66,287 
70,607 
80,376 


i 5.49 > 
6,142 

7.94 > 
9.557 
10,476 

11,306 

>*.>73 

>>.273 

10,852 

10.103 

8,844 

7»73 2 

7.438 

7.499 

7.779 

8,280 

8,628 

8.833 

9.*36 

9.664 


S 985 

>,190 

>*49 2 

1,817 

2,160 

1,646 

1,882 

1,694 

>,617 

1,388 

1,209 

1.227 

1,428 

>.37* 

>,503 

1,510 
1,388 
1,48* 
1. 65 * 
1,825 


Elec¬ 



Imputed 

Lighting 

Elec¬ 

Gas 

II f .* _ m 

tricity 

Gas 

Water 

Rent 

Supplies 

tricity 

II ater 

) 

5 83 

St 39 

S>4° 

19.I 

3-4 

O.3 

0.5 

0.5 

*3 2 

•73 

>55 

18.4 

3-6 

0.4 

0.5 

0-5 

265 

=7 2 

170 

>3-1 

2-5 

0-4 

0.4 

O.3 

306 

389 

342 

425 

180 

190 

17.1 

*5-7 

3- 2 

3-2 

0.5 

0.6 

0.6 

0.6 

O.3 

O.3 

462 

47° 

205 

*5-9 

2.3 

0.7 

0.7 

O.3 

509 

506 

2*5 

15.0 

2.5 

0.7 

0.7 

O.3 

616 

548 

233 

>4.0 

2.1 

0.8 

0.7 

O.3 

660 

567 

248 

*49 

2.2 

0.9 

0.0 

O.3 

674 

563 

248 

16.1 

2.2 

1.1 

0.9 

O.4 

663 

645 

544 

505 

233 

225 

>7-5 

16.6 

2 4 

2.6 

M 

>•4 

1.1 

1.1 

V A 

0.5 

0.5 

O ? 

671 

5°4 

252 

*4-3 

2.0 

*•3 

1.0 


697 

7 2 7 

5>» 

520 

260 

273 

>3-3 

>2.5 

2-4 

2-4 

1.2 

1.2 

0.9 

0.8 

0.5 

O.4 

766 

810 

53* 

528 

277 

274 

>2.5 

*3-7 

2-3 

2.2 

1.2 

*•3 

0.8 

0.8 

O.4 

O.4 

A 4 

849 

910 

965 

544 

584 

587 

287 

291 

299 

*3-3 

12.9 

12.0 

2.2 

2-3 

2-3 

*•3 

>•3 

1.2 

0.0 

0.8 

0.7 

0.4 

0.4 

0.4 


Sources: Appendixes 6 and 7 - 



occurred since ihc early > 9 20S - 1 *' c con ' 
sumcr gas bill has become stabilized because 
of the substitution of electricity. As for the 
water bill, it has grown at a slow but steady 
pace, somewhat akin to population growth, 
but at a lesser rate than total consumption ex¬ 
penditures. 

Variations 

The lowest income groups spend a very 
large proportion of their income for housing, 
this proportion progressively decreases as the 
income level rises. 

Data for 1935-1936 indicate that rent and 
imputed rent constituted almost one thir o 
money and imputed income in the un« cr 
5500 income" group; dropped to about a fifth 


in the $50O-$75° income group; and then de¬ 
clined more slowly to less than a tenth in the 
"over Si5,000" group.'* Data for 194*. relating 
to money income and money expenditures 
only, show the same general picture. The pro¬ 
portion of income devoted to shelter as shown 
by the 1941 data is much smaller than that 
shown by the i935-*9?6 data because non- 
monetary income is so important to low-.n- 
come groups and because imputed rent is im¬ 
portant to all income groups. For the same 
reasons the proportions used for shelter did 
not decline so precipitously with increased in¬ 
come in 194*- fuel and utilities com¬ 

bined constituted about a fifth in the case ot 


,6. C~««rr Expenditures m the United States Na- 
onal Resource* Commiuee. Appendix A. lat.le* 6A an.l 
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Table 56 

Net Nonfarm Family Formation and Additions to the Nonfarm Housing Supply, 1900-1939 

(/n Thousands ) 


Status 

1900-1909 

1910-1919 

1920-1929 

1930-1939 

Annual 

Average 

1900-1 939 

New and makeshift units added 

3.952 

3,890 

7.035 

3.686* 


Converted units added 

81 

103 

125 

725 


Units demolished 

-297 

- 4 M 

-580 

-397 

IMS11 

Net additions to housing 

3.736 

3.579 

6,580 

4,014 

448 

Net family formation 

3,858 

3.469 

5.636 

4.430 

435 


Sources: Housing data from American Housing: Problems a. Includes 953.000 makeshift units (i.c., cabins, shacks, 
and Prospects, Twentieth Century Fund, New York, boats, caves, tourist camps, garages, etc.); no separate fig- 
1944 . Appendix F. Table 35, p. 410. Family data from ures arc available for previous decades, 
the Census. 


the "under $500" money-income class in 1941, 
and were less than a tenth in the "over $5,000" 
class.' 7 

The 1941 data show that urban families 
spend a larger proportion of their money in¬ 
comes for housing than do rural nonfarm fam¬ 
ilies, and that these in turn spend a larger 
proportion than farm families.'® The inclu¬ 
sion of imputed income and rent docs not 
change this picture, as the 1935-1936 data 
show. Differences in land costs and standards 
arc chiefly responsible for these variations. 
Kent and imputed rent represents a smaller 
proportion of total income for Negro families 
than for white ones in the South. However, in 
large northern cities the situation is reversed. 1 ’ 

(2). Capital Expenditures 

Capital expenditures for residential con¬ 
struction averaged $2.737.000,000 annually 
during 1919-19.10. Over three quarters, or 
$2,oS5,ooo,ooo, went for the erection of new 

17. Spending and Sating of she Marten’s Families in 
Wartime, bulletin No, 723, bureau of Labor Statistics, 
1942. Table 8 A. p. 20. 

18. Ibid.: also Income and Spending and Saving of City 
Families in Wart, me. Bulletin No. 724, Bureau of Labor 
Statistics, 1942, Table 10, p. 14. 

19. Family Expenditures in the United States. National 
Resources Planning Board. June 1941. Table 28, p. to; 
Tables 58 and 59, p. 19. 


nonfarm houses; of the remaining $652 mil¬ 
lion, some went for new farm housing, but the 
bulk was for additions, alterations and repairs 
to old houses. 70 These expenditures were ap¬ 
proximately 20 per cent of our total capital ex¬ 
penditures in the interwar period. 21 

Expenditures for residential construction 
have varied enormously — from a peak of $5.4 
billion in 1925 to a low point of $570 million in 
' 933 - * n periods of high capital outlays our 
housing requirements were, of course, being 
better fulfilled than in years of low outlays. 
Table 56 shows how well our nonfarm re¬ 
quirements were being fulfilled during the 
four decades after 1900. During the first half 
of this period, the net additions to our non¬ 
farm housing supply just about kept pace with 
the net increase in the number of nonfarm 
families. We added 7,315,000 dwelling units 
from 1900 to 1919, while the number of fami- 

20. American Housing: Problems and Prospects. Twen¬ 
tieth Century Fund. New York. 1944, Appendix C, Table 
12. p. 367. Bureau of Foreign and Domestic Commerce 
data on maintenance show average annual expenditures of 
S7S0 million for the period 1929 to 1940. with a peak of 
-995 million in 1929 and a low point of $460 million in 
* 933 - 

21. Simon Kuznets, .V ational Income and Capital 
Formation. 1919-193$. National Bureau of Economic Re¬ 
search. Table 14. P- 5 °; Oscar L. Altman, Saving. Invest¬ 
ment and National Income. TNEC Monograph No. 37. 
Table 1. p. 13. 
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lies increased by 7,327,00°. In the 1920s, 
however, the housing supply increased by al¬ 
most a million, or 17 per cent, more dwelling 
units than were required to house the addi¬ 
tional families. During the 1930*5 this situa¬ 
tion was reversed. We added 4,014,000 dwell¬ 
ing units (of which 952,000 were makeshift 
units) to our housing supply, but our net fam¬ 
ily formation amounted to 4,430,000. Ncl ■ add J" 
tions to the housing supply in that decade fell 
10 per cent behind the net family increase. If 
the makeshift units are subtracted from the 
total, the deficiency increases to about a third. 

Year-to-year variations arc even greater than 
those revealed by the decade totals. The low 
point in residential construction came in 1933. 
when only 90,000 new nonfarm units were 
built; the peak in 1925 was ten times as high, 
for the number was over 900,000. The number 
of new nonfarm dwelling units was only 24 
per cent of new family requirements in 1933. 
and 177 per cent in 1925. 

During the first 40 years of the present cen¬ 
tury, new nonfarm dwelling units were barely 
sufficient for the growing number of families.* 
Additions to the housing supply, aside from 
new dwellings, consisting annually of 26,000 
converted old houses and more than 24.000 
makeshift quarters such as trailers, tents, bo.us 
and shacks, were but slightly in excess o the 
42,000 demolished annually by man and na¬ 
ture. Such small replacement as occur re* . 
therefore, consisted of these converted and 
makeshift units. 

This failure to replace old houses would 
have been particularly serious if sufficient capi- 
tal improvements had been made to mo< ern- 
ize and prevent them from going to sec* • 
Between 1919 and 1940, we spent less than „ »y> 
million annually for this purpose.** 1 o main 

22. If known makeshift unit* arc subtracted Jr*-"» 

"new and makeshift" calefy, there remain 44 °.'” 
annually, some of which are makeshift. As 2g J,n ' 
ditional families averaged 4 annually. _ 

23. This process of rejuvenation, however, ca > 
indefinitely. Some houses become structura y 
after a time. Others have structural -h-..«sccrKe 
them. Still others become undesirable because of that 

roundings. . , , _ rvv 

24. As indicated above. S652 million was -.pen 
farmhouse construction, additions, alterations • 


tain the capital value of our old houses — in 
other words to make good “capital consump- 
tion" — would have required annual expendi¬ 
tures of $2.2 billion cither to improve or replace 
them.” In other words, our expenditures to 
take care of depreciation have fallen short of 
actual depreciation by more than $1.5 billion 
annually. 

Since it is primarily an accounting device, 
depreciation provides only a rough measure 
of the extent to which capital values decline 
with the passage of time. It provides an even 
rougher measure of physical obsolescence and 
deterioration. Nevertheless, it is sufficiently ac¬ 
curate to indicate the general extent of our past 
deficiencies in providing capital improve¬ 
ments or replacements to our housing supply. 
The billion and a half dollars we "should have 
5 pent" and failed to spend could have replaced 
old housing at the rate of about 350,000 units 
a year at the average unit cost of housing dur¬ 
ing the I 9 > 9 bI 94 ° P criod * , .. 

Our continuing failure to make anything 
like sufficient capital expenditures to offset de¬ 
preciation has pushed more and more dwell¬ 
ings into a condition where it is no longer pos¬ 
sible to make good the accumulated deficien¬ 
cies of the past. Neglect has left us with a her- 
ita"c of millions of dwelling units that have 
deteriorated so far that they can no longer be 
restored hut need to he razed and replaced 
with new structures. (See Table 59 ) 


2. Effects of World War II 
It is not clear that sufficient technical devel¬ 
opments occurred during the war to a licet the 
nature and condition of our housing, lo the 
extent that technical developments reduce 
costs, they will of course tend to widen the 
market for new houses, accelerate the replace¬ 
ment of deteriorated ones and thereby make 
possible a general improvement in the supply. 

Housebuilding has been backward in its 
technical achievements. In spite of progress 
made toward mechanization and job speciali¬ 
se According to Ku/nets. loc. dr. .the annual capital 

1 i.urllmi's Jtrfjccd So per cent of the 
(onsumiHinn o! dwelling* aseiajjo 1 

jmount spent on total r*s*knt.al constructs. 
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zation, expansion of new markets and devel¬ 
opment in the fabrication of new equipment, 
houses are to a great extent still put togciher 
by hand. Nevertheless, before the war certain 
advances had been made over the prevailing 
handicraft system. During the i^o’s, build¬ 
ers of large apartment houses were able to 
make significant progress in the integration 
of operations, to develop a high degree of effi¬ 
ciency in the handling of materials, and to 
make extensive use of mechanical equipment 
and even assembly line methods. The so-called 
operative builder of the 1930*3, who built a 
number of houses on one site, the producer of 
garden-type apartment developments and the 
builder of large public housing projects were 
all able to use mass production techniques. 

Prefabrication 

Prefabrication had been talked about for 
years, but not until methods of making light¬ 
weight, weather-resistant structural panels 
were discovered was a prefabricated house 
comparable to the traditional house economi¬ 
cally feasible. In the late 1930's, factory-pro¬ 
duced houses, requiring less skill and time to 
erect, began to appear on the market. Precut 
houses had been sold for some decades, but the 
earliest ones were the summer cottage type of 
dwelling, mere shells without equipment. By 
the end of the i9^o’s the crucial technical 
problems connected with prefabrication were 
well on the way to solution, but hardly more 
than the first faint glimmering of a prefabri¬ 
cated-housing market was in view. 

The defense program in 1940 brought large- 
scale migrations into c> nrers of war industry 
and acute housing sh« . • ; *. The federal gov¬ 

ernment stepped in to provide the necessary 
shelter. Since )u ••set had to be provided 
quickly and eh. ,; 4 the program fostered 
mass production irrhr.squcs. The government 
let contracts for large housing developments, 
and encouraged prefabricators of housing to 
participate in the program. The conditions 
were created for the extensive utilization of 
mass production techniques, including factory 
production, assembly line methods and field 


prefabrication. The housebuilding industry 
seemed about to be revolutionized. 

But during 1942 these high hopes were some¬ 
what dimmed. The prefabricators had shown 
themselves overoptimistic as to their capacity 
and ability. In addition, scarcities of materials 
began to develop, resulting in a lowering of 
quality and an increase in costs. Assembly line 
methods and prefabrication on the site also 
suffered setbacks through the limitation of 
materials and the necessity of reduction in the 
size of developments. 

A vicious circle thus prevented full realiza¬ 
tion of the advantages of mass production of 
houses. Costs could not be reduced until vol¬ 
ume was attained; volume could not be at¬ 
tained until costs were brought within reach 
of the mass market. The guarantecd-markct 
provisions of the Veterans Emergency Hous¬ 
ing Act of 1946 (H.R. 4761) were designed to 
break this circle and provide a stimulus to the 
housc-prcfabrication industry. 

Yet the war advanced the idea of simplifica¬ 
tion and standardization in housebuilding. 
The elimination of high-priced building and 
the scarcity of materials taught builders a new 
economy of means and of operations. Few 
builders who were unable to gear their activi¬ 
ties to the production of inexpensive houses 
were active. 

In the past the level of residential building 
activity has been largely determined by the 
number of families above a certain level of in¬ 
come. Cost-reducing production techniques 
will make it possible for us to reach a new 
high plane in the number of houses built each 
year. But it would be rash to predict that these 
techniques will be utilized to the extent neces¬ 
sary to provide inexpensive houses for all who 
need them. 

Probable Changes in Demand for Housing 

The war may have other important results. 
Rent control has been more effective than price 
control of other commodities, and has reduced 
the proportion of the consumer's budget de¬ 
voted to shelter. The new relationship between 
the price of shelter and the price of other com- 
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modities may tend to continue, particularly if 
cost-reducing housebuilding techniques are 
widely used. 

On the other hand, the gasoline shortage 
caused many to rediscover the home. They 
had an opportunity to become acutely aware 
of their housing deficiencies. In the future, 
people may choose to spend more for housing 
and less for recreation and their automobiles 
— or airplanes. If improvements in housing 
and its equipment are sufficient, and costs low, 
then housing may be able to compete more 
successfully with other claims on the consum¬ 
er’s dollar. This obviously implies much lower 
building costs, in relation to other prices, than 
the high levels to which they rose immediately 
after the end of the war. 

The war accentuated the migration of popu¬ 
lation to metropolitan areas. As a return to 
smaller urban centers and farms is not likely 
under conditions of prosperity, the need for a 
better urban environment will continue. Al¬ 
though the movement to the suburbs will no 
doubt also continue, the demand for urban re¬ 
development is likely to become increasingly 
effective. 

In the short run, the forced decline of house¬ 
building during the war created a backlog of 
demand that will take years to satisfy. The 
stage was thus set for a building boom which, 
if allowed to go rampant, may eventually 
eliminate the shortage while leaving un¬ 
touched the major shortcomings in the quality 
of our housing. 

3. Future Demand for Housing 4 

a. DEFERRED DEMAND 

Estimates place the number of privately fi¬ 
nanced dwelling units constructed between 
>94 2 and 1945 at about 800,000, including pub¬ 
licly financed permanent war housing units 
which will eventually find their way into pri¬ 
vate hands. This represents the demand for 

2O. See Chapter 4. tecu-.n 5. <•>' * ful1 »<•>""*'"' ‘ ,f 
auumptions as xo jiopulaiion. national income. «*n»ui"«r 
«P«nditurcs. etc., on which the estimate* in th» • cCI|n “ 
bated. See also Appendix ? for the method* uvl m 
minuting consumption expenditure*. 


private housing that was fulfilled during the 
war period. 

How far is this below the number of dwell¬ 
ing units that will be built after the war be¬ 
cause of failure to build due to wartime restric¬ 
tions? A survey conducted in April 1944 by the 
WPB Office of Civilian Requirements indi¬ 
cated that 3.7 million families were prepared 
to buy or build houses after the war. However, 
most of these answers were qualified by spe¬ 
cific reservations. Only 800,000 families were 
certain. A survey by the Chamber of Com¬ 
merce of the United States in the middle of 
1943 showed that 1.5 million families intended 
to build or buy a new home within six months 
after the end of the war. A survey by the Na¬ 
tional Planning Association in June 1943 asked 
the question: “As you sec things now, what do 
vou think will be the first thing you will spend 
your savings on?" The purchase of a house 
was mentioned by 17 per cent. On a national 
basis this represents some 6 million families. 
A Fortune magazine survey in December 194? 
asked what one or two things people planned 
to buy as soon as peace came. A house was sec¬ 
ond highest in order of preference, represent¬ 
ing about 13 per cent of the replies, or, on a 
national basis, about 4.7 million dwelling units. 

Obviously, these intentions cannot be trans¬ 
lated directly into effective demand now that 
a housebuilding program is under way. 1 be 
number with intentions to build has obviously 
increased since these surveys were made. 
Moreover, the intentions to build revealed by 
these surveys have been augmented by the de¬ 
mands of returning servicemen. More impor¬ 
tant, however, and impossible to predict, arc 
such factors as the general “economic climate 
that will prevail during the next few years, and 
especially the price level for new housing. It is 
clear that a continuance of the high building 
costs prevailing immediately after the end of 
the war means that many who intended to 
build will be “priced out of the market." 

Estimates of the number of units that would 
have l>ccn built privately in the i 94 2 ->945 P e ' 
riod, if we had not been at war, can be based 
on past experience. Based on the long-run 
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tendency of the past for units built to approxi¬ 
mate net family additions, the number is 
around 1.5 million. 57 Since 800,000 units were 
actually built, the backlog that remains is 700,- 
000 units. However, if it is assumed that be¬ 
cause of wartime prosperity the same number 
of units would have been produced as in the 
best year in the past, production for the four- 
year period would have totaled 3.6 million 
units. The backlog would then be 2.8 million. 
If the last prewar year is chosen as a base, then 
production would have totaled approximately 
2.5 million, leaving a backlog of 1.7 million. 

Wilson W. Wyatt, former Housing Expe¬ 
diter, in his report to the President on Febru¬ 
ary 7, 1946, estimated that 3 million new dwell¬ 
ings would be required by the end of 1947 to 
prevent the housing situation from becoming 
any more acute than it was in October 1945. 

b. RESIDENTIAL BUILDING ACTIVITY, 1946-1960 

It is as hazardous to estimate housebuilding 
activity with precision as to estimate the pro¬ 
duction of other durable goods. Though 
housebuilding is related to general economic 
activity, other factors play a far more impor¬ 
tant role than in the production of perishable 
and less expensive commodities. The volume 
of savings is important; so arc loan terms and 
expectations of future income. As in the pro¬ 
duction of other durable goods, too, the rela¬ 
tionship between need and replacement de¬ 
mand is significant. 

During the prosperous 1920*5, private resi¬ 
dential construction constituted a far higher 
proportion of total economic activity than in 
the depressed 1930's. (See Appendix 14.) In 
the 1920's the prop .-tion of residential con¬ 
struction to total economic activity was about 
5 per cent, and in the 1930's only 2 per cent. 
The average for the two decades was 3.5 per 
cent. It is clear that the ratio of the i9io‘s is too 
low for the 1946-1960 peritxl. when economic 
activity is assumed to he at a high level. In or- 
dcr to determine whether or not the ratio of 
the 1920's is too high for the future, the data 

27. Bureau of (he Census, special Reports. Series P-194;. 
No. 2. 


for both residential building and total eco¬ 
nomic activity were extended back to 1899. 
(Sec Appendix 15.) For the period 1899-1938, 
residential building was 3.3 per cent of gross 
national product. If, however, the two periods 
when residential building was depressed 
(namely the World War I decade and the 
1 93°’ s ) arc excluded, the proportion is 4.3 per 
cent. In no other 10-ycar period was the pro¬ 
portion as high as in the 1920’$. Only in 
1904-1913 did it reach as much as 3.6 per cent, 
except for the period 1924-1933 (which partly 
overlapped the decade of the i92o’s), when 
the proportion was 4 per cent. 

The level of residential building activity in 
comparison with total economic activity was 
too high in the 1920’s to be long sustained. 
The average construction cost per new dwell¬ 
ing unit was $4,840. (Sec Appendix 14.) 
This meant an average selling price or rent 
beyond the reach of all but a small proportion 
of the population. When this part of the popu¬ 
lation was satisfied, the price of new housing 
continued higher than the remaining popula¬ 
tion could afford. The backlog of demand re¬ 
sulting from the restrictions on building dur¬ 
ing World War I, prosperity, high expecta¬ 
tions of the future, ample funds for structures 
with inflated values — all combined to expand 
abnormally the share of the gross national 
product devoted to housebuilding. 

Under the assumptions of this survey, de¬ 
mand during the 1950's will be sustained at a 
high level. If this is to come about, new hous¬ 
ing must be priced to reach income groups 
well below those that could afford the dwell¬ 
ings built in the 1920's. Failure to do this will 
produce an ephemeral high level of activity, 
anti a long-term rate of private housebuild¬ 
ing sufficient only for new families. Hous¬ 
ing must be produced at a price within the 
reach of a substantial number of families for 
any sizable volume of replacement building 
to be demanded. Otherwise, demand will be 
inadequate to achieve the sustained level of 
housebuilding implied by high employment. 
Achievement of this objective will be the more 
difficult because much lower unit costs would 
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Table 57 

Estimated Private Residential Construction Expenditures, 1946-1960, 

Compared With 1919-1940 


Year 


Addition, 
Alteration 
and Repairs, 
Including New 
Total Farm Housing 


New Private Units 
Expenditure Number 


Addition, New 
Alterations Private 
Total and Repairs Units 






(/» 


(In 

Millions at 1940 Prices) 

Thousands) 

1919-1928 (annual 
average) 

$3,862 

$771 

$ 3 . 09 * 

693 

1929-1938 (annual 
average) 

* 94 ° 

195° 

i960 

1946-1960 (annual 

1,603 

2,677 

4.790 

5 . 5*0 

45 * 

595 

720 

830 

1,152 

2,082 

4.070 

4,680 

269 

530 

I, 0 l 8 

*.337 

4,101 

1,070 

average) 

4.848 

747 


(Per Cent of 

Cross National Product) 

4.6 

0.9 

3-7 

2.1 

0.6 

*•5 

2.8 

0.6 

2.1 

3.6 

0.5 

3 * 


Sources: Appendixes 14 and 15. 



tend to keep total cost down even though the 
total number of dwellings built may be larger. 
If past experience is any guide, then a sustained 
high-level housing production will constitute 
about 3.6 per cent of gross national product. 

Under the assumptions of the survey of a 
$134 billion gross national product in 1950 and 
$153 billion in i960, private residential build¬ 
ing in 1940 prices would then be $4- x billion in 
1950 and $5.5 billion in i960. During the 19^, 
when prices were at least 25 per cent higher 
than in 1940, the average was $4.1 billion a 
year. In 1940 we spent $2.7 billion on resi¬ 
dential construction. 

Not all of these estimated postwar cx|>cn*h- 
turcs will be devoted to the erection of new 
residential building. In prosperous years in 
the past, about 15 per cent on the average was 
•pent for major additions, alterations and re¬ 
pairs for all types of housing and for new farm 
housing. (Sec Appendix 14.) On this basis, ap¬ 
proximately $700 million would l>e spent for 
these purposes in 1950 and $800 million m 
1960. which would leave $4.1 billion and $ 4-7 
billion, respectively, for the erection of new 
houses. 


For the 15-ycar period 1946-1960, it is esti¬ 
mated that an average of 1,070,000 new urban 
dwelling units would be demanded annually 
at an average construction cost slightly in ex¬ 
cess of $3,800 per unit at 194° prices. It is esti¬ 
mated further that approximately $750,000 on 
the average will be spent each year for major 
additions, alterations, repairs and new farm 
housing. 

The residential total would thus average 
$4.8 billion annually for the 15-ycar period." 
(Sec Table 57.) This is 80 per cent higher 
than private expenditures for residential con- 


28. These estimates were arrived at a* the result: of 
raiicht-line interpolations for the years between '95° and 
nCo. For the yean between 1946 and 195 ° ‘be same I ro- 
’lure was followed for average construction cost pe 
welling unit. It was felt, however, that the number of 
(» units would increase more rapidly and that unusually 
ravy ex,.cnd.turc* for major additions. alterations and re- 
ijirs would be made, because of the demands deferred dur- 
n* wartime. Consequently the number of new unit.was 
st.matcd at 750.000 for i 9 47 . «SO.oo« for t 94 » and 95 °.* 
00 for i 9 49. while additions, alterations and repairs were 
s«,mateda. $800 million f«r each of these three years For 
-urposes of inter,Nation, it was estimated that in 1946 
550.000 units would be bu.lt at an average cos of 
:. 400 and that the average cost would be reduced to 
>:Cin 1950 and %i.yso •« < ,n ,crnH °* ,he ' 9A ° 

.rice level). 
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struction in J940 and 20 per cent higher than 
the average for the 1920*5, though lower 
than in some years during the 1920V The 
estimated number of units is 14 per cent higher 
than in the peak year of the past. After all new 
families are taken care of, almost 600,000 units 
would be built each year for replacement pur¬ 
poses — a radical departure from the record of 
the past. If better housing were available at 
prices that the inhabitants of replaced houses 
could afford, the latter would disappear from 
the housing market. 

We see the construction industry wanting 
to produce high-priced houses first, because 
they return the greatest profit with the least 
effort. Under existing market conditions, 
large-scale production of moderate- or low- 
priced houses would have had to wait upon 
the saturation of the higher-priced market. 
Under this survey’s assumptions as to employ¬ 
ment and national income, the greater the ex¬ 
tent to which high-priced construction takes 
place in the years immediately after the war, 
the greater will be the difficulty in ultimately 
satisfying the demand estimated for 1950 and 
i960. 

C. CONSUMPTION EXPENDITURES FOR HOUSING, 
1950 AND i960” 

As already indicated, consumer expendi¬ 
tures for housing have constituted a declining 
proportion of total consumption expenditures 
and will probably continue to do so. Since 
housing expenditures arc for items regarded 
as necessities, there is no reason why this down¬ 
ward trend should not continue with a rising 
standard of living. 

On the basis of the past trends and relation¬ 
ships explained in Appendix 9, rent and im¬ 
puted rent is estimated at $10.6 billion in 1950 
and $11.7 billion in i960, or about 12 per cent 
and 11.5 per cent, respectively, of total con¬ 
sumption expenditures, compared with 12.9 

29. See Chapter 4. section 5. for a full statement of the 
assumptions as to population, national income, consumer 
expenditures, etc., on which these estimates of consump¬ 
tion in 1950 and i960 are based. 


per cent in 1940. These estimates yield an aver¬ 
age per family rent and imputed rent (in con¬ 
stant prices) slightly higher than in the 1930’s, 
and an average per capita rent higher than in 
any past year. (See Appendix 16.) Since these 
comparisons are on the basis of a constant 
price level, the increased per capita expendi¬ 
tures indicate a higher housing standard. 

According to Table 55 above, expenditures 
for fuel and lighting supplies have declined 
very slowly as a proportion of consumption ex¬ 
penditures. Before the war the proportion was 
somewhat over 2.3 per cent. If it is assumed 
that the ratio will decline to a little less than 2.1 
per cent by i960, then estimated expenditures 
in 1950 would be about $1.9 billion and in 
i960 about $2.1 billion, compared with $1.7 bil¬ 
lion in 1940. 

An examination of the data in Table 55 
above shows a steady increase in expenditures 
for electricity, unchanged even by the depres¬ 
sion. In 1933, expenditures for electricity were 
higher than in 1929, despite a drastic decline 
in total consumer expenditures. Apparently 
the amount spent varies with the number of 
users.* 0 Under conditions of high employ¬ 
ment, household electrification should be 
almost universal by i960. By 1940 almost 
three fourths of all occupied dwelling units 
had electricity. However, average expendi¬ 
tures per household cannot continue to in¬ 
crease indefinitely. Past trends and relation¬ 
ships, as explained in Appendix 9, indicate a 
consumer electricity bill of about $1.2 billion 
in 1950 and $1.4 billion in i960, compared with 
S910 million in 1940. 

Peak prewar expenditures for household gas 
occurred in 1940 and 1941, when they were 
about 3 per cent higher than the next highest 
year, which was 1930. (See Table 55 above.) 
There is good likelihood that these expendi¬ 
tures will become stabilized at around $600 
million. 

30. According to Edison Electric Institute, op. cit.. Table 
16, p. 23. The cost per kilowatt-hour has steadily declined 
but the amount used per consuming unit has constantly 
increased. The net result has been a continuous rise in aver¬ 
age annual expenditures. 
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Table 58 

Estimated Current Expenditures for Housinc and Utilities 
in 1950 and i960 Compared With 1940 






Percentage 0/ Total 


Annual Expenditure 

Consumer Expenditures 

Class 

1940 

1950 

i960 

1940 

1950 

i960 


{In Millions at 1940 Pnees) 


16.6 


Total* 

Si 2,573 

$' 4,595 

$16,190 

17.8 

15.9 

Rent and imputed rent 

9 »i 3 6 

10,600 

11,700 

12.9 

12.1 

1 1-5 

Fuel and utilities 

3>436 

3*995 

4*490 

4.8 

4.6 

4-5 

Electricity 

Gas 

910 

584 

1,150 

595 

1*375 

615 

*•3 

.8 

i -3 

•7 

i -4 

.6 

Water 

291 

350 

400 

•4 

•4 

•4 

Fuel and lighting supplies 

I.65I 

1,900 

2,100 

2-3 

2.2 

2.1 


a. Discrepancies in additions are due to rounding. 



Water rent expenditures in the past have 
varied with the number of nonfarr* families. 
On this basis, expenditures arc estimated at 
$350 million in 1950 and $400 million in i960. 

The total of postwar consumption expendi¬ 
tures for housing is estimated at S14.6 billion 
in 1950 and $16.2 billion in i960, compared 
with $12.6 billion in 1940. These figures arc 

17.8 per cent in 1940, 16.6 per cent in 1950 a,K * 

15.9 per cent in i960 of estimated total con¬ 
sumption expenditures. (See Table 5S.) Kent 
and imputed rent shows the most drastic pro¬ 
portionate decline to total consumption ex¬ 
penditure. Though fuel and utilities as a whole 
also decline proportionately, electricity shows 
a slight increase. 

4. Housinc Needs 

The foregoing estimates have indicated how 
much consumers will probably spend for hous¬ 
ing and how many new houses they arc likely 
to buy, under the assumptions of this survey 
as to the level of national income in 1950 and 
i960. They do not tell us to what extent sup¬ 
plying these market demands would meet our 
housing needs. Before answering this question 
h is first necessary to establish standards of 
adequate housing on the basis of which needs 
can be estimated. 


a. standards 

Much of our housing is inadequate. A large 
amount needs to be lorn down and replaced 
by dwellings of adequate standards; while a 
substantial proportion requires repair and 
equipment to make possible a decent level of 
living according to our present-day concepts. 
The problem of determining which houses 
should go, which should be rehabilitated and 
which left untouched is not an easy one. Even 
if we had much more comprehensive and pre¬ 
cise information than exists about the condi¬ 
tion of the nation’s housing, it is dear that 
qualified experts arc bound to differ in their 
judgment as to what constitutes “adequacy 
in a house. 

Difficulty oj Formulating Standards 

At the outset it is necessary to establish a 
criterion that will be a reasonable measure of 
need. We can have no single standard to apply 
to our housing supply as a whole. A house on 
a farm, for instance, has very different require¬ 
ments from one located in a crowded urban 
center. Our country is so large and the climate 
so varied that it is impossible to set forth in 
technical terms a standard which would apply 
equally to the deep South, with a mean tem¬ 
perature in February of 70 degrees, and to the 
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extreme North, with a mean temperature in 
the same month of io degrees. We cannot say 
that a standard house should be of brick or of 
wood, that it should have so much insulation, 
or that it should have central heating of a 
given type. It is possible only to state in specific 
technical terms what an acceptable standard 
house would be for a family in a definite loca¬ 
tion. 

Nevertheless, it is necessary to think in terms 
of some qualitative national standard of hous¬ 
ing. We cannot be satisfied with a housing 
standard which merely prescribes four walls, a 
roof and protection against the elements. Prob¬ 
ably the substantial caves of our prehistoric 
ancestors provided shelter and protection in as 
great a measure as we can now provide them. 
The problem of housing goes beyond the prob¬ 
lem of mere shelter to that of providing a satis¬ 
factory physical environment for modern fam¬ 
ily life. If wc think in terms of such a standard 
we must include not only the purely structural 
aspects of a dwelling but also the more in¬ 
tangible items of amenity and livability. 

Basic General Standards 

The following is an attempt to state simply 
and brieflv the minimum characteristics that 

d 

every house should possess: 

(1) Adequate protection against the ele¬ 
ments and such threats to health and safety 
as arc encountered in the particular locality. 
All houses must be weather-tight. In areas of 
heavy rains, special care needs to l>c taken to 
make walls and roofs waterproof. In areas of 
high winds, earthquakes and tornadoes, special 
bracing is required. In areas with many flies 
and mosquitoes, particular attention must be 
paid to screening. 

(2) Heating of rooms sufficient for the low¬ 
est temperature encountered. This is a matter 
of equipment. In some parts of the country 
fireplaces are sufficient. Elsewhere central heat¬ 
ing or stoves arc necessary. 

(3) Pure water supply, and toilet and bath¬ 
ing facilities consistent with local problems of 
waste and sewage disposal. The criteria of the 


amount and kind of equipment required are 
sanitation and cleanliness. In rural areas, 
where sewage disposal is not difficult and gen¬ 
eral lack of cleanliness docs not present the 
same kind of public health menace as in cities, 
installed plumbing equipment is not so neces¬ 
sary. 

(4) Adequate light and ventilation. In cities, 
where people spend most of their time indoors, 
this is particularly essential, although houses 
in cold climates have to be built with smaller 
windows and lower ceilings than those in hot 
regions. 

(5) Adequate fire resistance. In congested 
areas wood construction presents far greater 
fire hazards than brick or concrete. Apartment 
houses should have special provision for escape 
in case of fire. 

(6) Floor area to ensure sufficient storage 
space and* placement of minimum furniture 
without interference with free movement. This 
is necessary to facilitate cleaning and to have 
reasonable comfort and convenience for the 
occupants. 

(7) Enough rooms, adequate in size, to pre¬ 
vent overcrowding, to ensure decent sleeping 
arrangements, and for cooking and eating. 

Not onlv the number of rooms but their size is 

* 

important from the viewpoint of overcrowd¬ 
ing. After infancy there should be separate 
sleeping quarters for children of opposite 
sexes. Each house should contain a living room 
and a kitchen, or a kitchen big enough to com¬ 
bine both functions. 

(8) Environmental conditions conducive to 
quiet, safety and health. Houses should not be 
on traffic arteries or near factories that are 
noisy or smoky or emit unpleasant odors. 
Wherever possible, they should be near grass, 
trees or other natural features. 

These general principles are of little practi¬ 
cal value, for they leave too much to the exer¬ 
cise of individual judgment. If the determina¬ 
tion of whether or not a given house is sub¬ 
standard is to be made objectively, the stand¬ 
ard must be stated in specific and concrete 
terms. 
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Specific Requirements 
The Federal Housing Administration has 
set up standards to be used as guides in its 
operations. These are not uniform for the 
country as a whole, but vary from one section 
to another. 81 The Federal Public Housing Au¬ 
thority (now administering the United States 
Housing Act) has issued standards to be fol¬ 
lowed in public housing projects. 3 * These 
standards are specific, detailed, technical con¬ 
struction requirements. 

The most detailed and elaborate formula¬ 
tion of standards has been prepared by the 
Committee on the Hygiene of Housing of the 
American Public Health Association. These 
are national standards designed as “fundamen¬ 
tal minima required for the promotion of 
physical, mental, and social health, essential 
in low-rent as well as high-cost housing, on 
the farm as well as in city dwellings." The 
standards consist of a number of basic princi¬ 
ples, each of which is translated by the Com¬ 
mittee into specific requirements together with 
the more important means for meeting them. 
The principles arc as follows: 3 ' 

A. Fundamental Physiological Needs 

1. Maintenance of a thermal environment 
which will avoid undue heat loss from the 
human body. 

2. Maintenance of a thermal environment 

which will permit adequate heat loss Irom 
the human body. . 

3. Provision of an atmosphere of reasonable 
chemical purity. 

4. Provision of adequate daylight illumina¬ 

tion and avoidance of undue daylight 
glare. , 

5. Provision for admission of direct sunlight. 

6. Provision of adequate artificial illumina¬ 
tion and avoidance of glare. 

7. Protection against excessive noise. 

8. Provision of adequate space for exercise 
and for the play of children. 

3 i. Separate "Property Standards" and "Minimum 0 »n- 
ftniction Requirements" have been published for each HIA 
iasurinK office. 


ja. "Minimum Physical Standards and Criteria for «hc 
Planning and Design of FPHA-aidcd Urban Low-Rent 
November 1945- .1 

33 - Baric Principle / of Healthful llouting. 2<\ cl.. 
American Public Health Association, New York. 


B. Fundamental Psychological Needs 

9. Provision of adequate privacy for the indi¬ 
vidual. 

10. Provision of opportunities for normal 
family life. 

11. Provision of opportunities for normal 
community life. 

12. Provision of facilities which make possible 
the performance of the tasks of the house¬ 
hold without undue physical and mental 
fatigue. 

13. Provision of facilities for maintenance ot 

cleanliness of the dwelling and of the per- 
s°n. . 

14. Provision of possibilities for esthetic satis¬ 
faction in the home and its surroundings. 

15. Concordance with prevailing social stand¬ 
ards of the local community. 

C. Protection Against Contagion 

16. Provision of a water supply of safe sani¬ 
tary quality, available to the dwelling. 

17. Protection of the water-supply system 
against pollution within the dwelling. 

18. Provision of toilet facilities of such a char¬ 
acter as to minimize the danger of trans¬ 
mitting disease. 

19. Protection against sewage contamination 
of the interior surfaces of the dwelling. 

20. Avoidance of insanitary conditions in the 
vicinity of the dwelling. 

21 Exclusion from the dwelling of vermin 
which may play a part in the transmission 

of disease. ... 

22. Provision of facilities for keeping milk 
and food undccomposcd. 

2? Provision of sufficient space in sleeping 
rooms to minimize the danger of contact 
infection. 

D. Protection Against Accidents 

24 Frcction of the dwelling with such mate¬ 
rials and methods of construction as to 
minimize danger of accidents due to col¬ 
lapse of any part of the structure. 

25. Control of conditions likely to cause fires 
or to promote their spread. 

26. Provision of adequate facilities tor escape 

in case of fire. . . , 

27. Protection against danger of electrical 
shocks and burns. 

28. Protection against gas poisonings. 

29. Protection against falls and other me¬ 
chanical injuries in the home. 

,0. Protection of the neighborhood against 
the hazards of automobile traffic. 
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Criteria of Substandardness 

Such specifications do not help us in a statis¬ 
tical segregation of good from bad housing, 
for we do not have the detailed information 
about our housing supply that would permit 
us to apply them. All that can be done is to 
choose from among the particulars about 
which there arc data the few important criteria 
which constitute the most accurate practical 
index of general housing conditions. A house 
proving inadequate on these grounds will in 
all likelihood be inadequate on many other 
counts. Thus, if it does not meet the particular 
requirements, it is probably substandard. 
Merely remedying these deficiencies, however, 
will not necessarily take a house out of the 
substandard class, for these particular deficien¬ 
cies arc merely circumstantial evidence of its 
general deterioration. 

In choosing the significant criteria that re¬ 
flect our general standards, we must refer to 
the Housing Census of 1940, for this is not 
only the most recent but also the only detailed 
and comprehensive body of information about 
our housing supply on a country-wide basis. 
The data from the Census that arc important 
for our purposes were summarized in Table 
54 - Tlic available criteria, from which the 
most critical ones must be chosen, fall into six 
main categories: (1) age, (2) rent, (3) degree 
of crowding, (4) state of repair, (5) plumbing, 
and (6) equipment. 

State of repair and plumbing have been 
chosen as affording the best available circum¬ 
stantial evidence of the condition of our hous¬ 
ing. The Census gives info mation on the 
number of houses “needing najor repairs,” 
without private bath, flush toilet or running 
water. Of all the existing measures of ade¬ 
quacy, need of major repairs stands out as the 
most critical. Since running water, llush toilets 
and baths have become an integral part of our 
standard of living, and because their absence 
is generally associated with bad housing con¬ 
ditions (especially in cities), plumbing has 
been selected to supplement state of repair as a 
test of the quality of our housing supply. 


Although rent is probably the best‘single 
index to housing quality, it was not chosen as 
one of the critical criteria because there are 
great regional as well as urban-rural and even 
purely local variations in the rent level that 
would indicate whether a house is substand¬ 
ard. Nevertheless, since in all places the worst 
houses are found in the lowest rent groups, it 
is possible to use rent as a rough check of the 
results obtained with the other criteria chosen. 

Overcrowding as a criterion was discarded 
because it indicates shortage, not condition. 
Moreover, the bulk of overcrowding occurs in 
houses where the factors chosen for criteria 
(i.e., state of repair and plumbing) indicate 
inadequacy. Equipment was not used as a spe¬ 
cial measure of adequacy because houses in 
need of major repair and without adequate 
plumbing also tend to lack required equip¬ 
ment. 

b. ESTIMATE OF CAPITAL REQUIREMENTS 

How many dwelling units were substand¬ 
ard in 1940? How many of these should be re¬ 
placed? How many can be rehabilitated? How 
many dwelling units will have to be built by 
i960 to bring our whole housing supply up to 
standard? How much will it cost? Here an 
attempt is made to answer these questions. 

(1). Dwelling Units to Be Replaced or 
Rehabilitated 

If the American people were to be provided 
with adequate shelter, all existing dwellings 
that fail to come up to the standard of ade¬ 
quacy would have to be replaced or, if possible, 
rehabilitated. In estimating the number of 
these substandard units we must apply the 
criteria of state of repair and plumbing in a 
different manner in urban than in rural 
areas. 34 

Urban Housing 

In urban places (including metropolitan 
districts), the need for major repairs and the 

34. In this section all units in metropolitan districts arc 
included with urban dwelling units, and the same housing 
standards applied. See Appendix 17 for detailed data on 
which this analysis is based. 
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lack o£ a private toilet or bath appear to offer 
the best clue to substandard dwellings. If a 
house has so deteriorated as to require major 
repairs, then it is a potential threat to health 
and safety. Census data show that about one 
fifth of urban homes have no private flush 
toilets and one fourth have no baths. The Cen¬ 
sus also shows that of the urban dwellings 
without a private bath, three out of four also 
lack a private flush toilet, and one out of four 
is in imminent danger of becoming unsafe to 
live in. 

An urban family that today shares a flush 
toilet with another family or is without access 
to any flush toilet lacks one of the sanitary 
facilities essential to health and decency in an 
area of concentrated population. Even if the 
houses without adequate plumbing are not in 
need of major repairs, and even if those in 
need of major repairs arc equipped with 
plumbing facilities, they are the very ones 
whose design, surroundings and general lack 
of equipment or amenities arc likely to make 
them substandard. In short, an urban dwelling 
unit cither in need of major repairs or without 
private toilet or bath will also tend to have 
enough other faults to make it fall below 
standard. 

In 1940 there were 23,684,000 dwelling units 
in urban places (including all units in metro¬ 
politan districts). >a Of these, 2,778,000 needed 
major repairs and 4,308,000 of the remainder 
had no private toilet or bath. Yet these 7,086,- 
000 units arc not the only urban ones which 
are substandard. 

For deteriorated houses arc found in clus¬ 
ters, and if a house is bad frequently all the 
houses in the block or neighborhood arc likely 
to be in a similar condition. The conditions 
which lead to deterioration — encroaching 
business districts, heavy traffic, shifting of work 
opportunities, and the like — infect all, not 
only one or two, houses in a given area. Flocks 
and neighborhoods tend to rise and fall as a 
unit, for the houses arc usually the same age, 

35 - Thu figure is higher than the figure of 21.6 mil¬ 
lion urban umu given in Table 54. *mce it includes 2.1 
million units classified as rural by the Census. 


their design and equipment roughly similar, 
and all are apt to possess the same original 
faults. If one house is not kept up, repaired 
and modernized, the rest of the block or neigh¬ 
borhood is likely to deteriorate as well. There¬ 
fore there are in such rundown areas many 
urban dwelling units that arc not recorded by 
the Census as needing major repairs or lack¬ 
ing private toilet or bath that arc nevertheless 
substandard. They may have a toilet and bath 
and may not yet have reached the stage of 
needing major repairs, but they cannot help 
partaking of the general deterioration of their 
neighbors since they arc usually of the same 
design and age. 

In order to discover these dwelling units, an 
analysis was made of the blocks in which the 
substandard houses (according to the criteria 
of needing major repairs and lacking toilet or 
bath) were situated. It was assumed that if 
more than half the units in the block were 
substandard on these counts, then the whole 
block was substandard.” In this manner 1,305,- 
000 additional substandard dwelling units 
were discovered. When these arc added to the 
7,086,000 houses classified ns needing major 
repairs or lacking private toilet or bath, it is 
found that 8,391,000 dwelling units, or 35 per 
cent of the total number of dwelling units in 
urban areas, were substandard in 1940. 

Some of these dwelling units must be com¬ 
pletely demolished and replaced by new ones; 
others can be rehabilitated. There arc very 
few houses which cannot be rehabilitated; but 
when the reconditioning has to he so exten¬ 
sive and the cost so high as to make it tanta¬ 
mount to new housing, then rehabilitation is a 
misnomer. When a substandard block or 
neighborhood is brought up to standard, the 
result and cost signify new housing, whatever 
the process may be called. In this situation a 
piecemeal attack, house by house, is never satis¬ 
factory. The whole area must be redeveloped 
as a unit if every house is to have adequate 
light and air, and if a satisfactory environment 


,f. Dwelling unit* clarified by the Cen*u* as needing 
ma'ior repair, or w.thout private bath averaged 7 5 cent 
»f the total number of unit* m theve block*. 
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is to be created and maintained. Of the total 
number (8,391,000) of substandard dwelling 
units in urban places, 5,865,000, or about 70 
per cent, are in substandard blocks and conse¬ 
quently have to be replaced. 

The remaining nearly 2,526,000 substandard 
dwellings are not in great clusters, but are 
scattered over the urban area either singly or 
in small groups of two or more. Many such 
units can be rehabilitated and made into ac¬ 
ceptable living places at comparatively low ex¬ 
pense. Scattered houses lacking a private toilet 
or bath but not needing major repairs are on 
the whole in better condition than those in 
need of major repairs. Thus, lack of plumbing 
was used to measure the number of scattered 
substandard houses that could be rehabilitated, 
while need of major repairs was used to meas¬ 
ure replacement need. On this basis, over one 
third of the scattered substandard housing, or 
911,000 units, will have to be replaced. When 
these arc added to the number in concentrated 
substandard housing areas, a total of 6,776,000 
urban dwelling units must be replaced. The 
remaining 1,615,000 substandard units can be 
rehabilitated.*' 

The cost of such a program will depend 
upon how cheaply we will be able to produce 
a house that is up to standard. Using the Bu¬ 
reau of Labor Statistics data on average con¬ 
struction costs and the public housing experi¬ 
ence as guides, it is estimated that it would 
have cost around $4,000 in 1940, excluding land 
costs, to build an urban house that would ful¬ 
fill our general standards. Whether and to 
what extent this figure can be lowered will 
depend upon the extent to which our technical 
knowledge in housebuilding is utilized. It 

37. For present purposes it is not necessary that exactly 
those dwelling units designated l>e treated in the way indi¬ 
cates!. It is sufficient to show the magnitude of replacement 
and rehabilitation needs, both together and singly. Doubt¬ 
less many units in bad neighborhoods have been classified 
as substandard which arc adequate; but there are also many 
scattered houses not in need of major repairs and with 
bath which arc substandard. Similarly, there arc substand¬ 
ard units in bail neighborhoods and scattered ones in need 
of major repairs which can be rehabilitated: but there arc 
other scattered ones without private bath which have to be 
replaced. Thus errors in one direction tend to ofTsct errors 
in another. 


might be possible to achieve an average cost of 
$3,500 (in 1940 prices) for a minimum-stand¬ 
ard house between 1945 and i960. This would 
result in a total replacement program of $23.7 
billion, in terms of prewar costs. 

The cost of rehabilitation must be added to 
that of replacement. The houses classified as 
without private bath will need more than 
plumbing equipment, for this criterion is 
merely symptomatic of a general state of de¬ 
terioration, and indicates a need for extensive 
reconditioning. Experience with similar types 
of property indicates an average rehabilitation 
cost per dwelling unit of $1,000 to $1,200 in 
1940 prices. At the lower figure, the rehabilita¬ 
tion program would involve an outlay of $1.6 
billion. 

Thus the total cost, in 1940 prices, of bringing 
our 1940 stock of urban'housing up to standard 
would be $25.3 billion. This figure, however, is 
artificial and incomplete. If a substandard 
neighborhood is to be brought up to standard, 
expenditures will also have to be made on 
streets, parks and play spaces. An analysis of 
the cost of such a program will be found in 
Chapter 18. Our purpose in this chapter is to 
calculate that part of our neighborhood rede¬ 
velopment needs that is chargeable to the resi¬ 
dential structures themselves. The program as 
oudined in this chapter falls short of what is 
required to bring our housing up to standard 
by the amount needed for nonresidential 
neighborhood facilities and improvements.** 

Rural Housing 

The criteria used to discover the amount of 
urban substandard housing cannot be used in 
the same manner for rural housing. Lack of 
sewage disposal facilities does not create the 
same hazards to health in rural areas. Running 
water, flush toilets and baths are highly desir¬ 
able in houses outside urban areas, but it is 
doubtful if we have yet reached a sufficicndy 

38. In point of fact, a program of urban redevelopment 
would replace some additional houses, not because of any 
structural defects but because their replacement is necessary 
in a large-scale clearance and rebuilding program. (Sec 
Chapter 18.) 
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high standard of living to classify rural houses 
without them as substandard. 

However, need of major repairs in a rural 
house is just as much symptomatic of its gen¬ 
eral deterioration as in an urban house. Of the 
7,360,000 farmhouses (outside metropolitan 
districts), 2,534,000, or 34 per cent, were in need 
of major repairs in 1940. This is the number 
that would require replacement. 

These, however, are only a portion of the 
substandard farmhouses. Several dues enable 
us to make a rough estimate of the total num¬ 
ber of such houses. A sample survey made in 
1934 indicates that perhaps 56 per cent of farm¬ 
houses were not in good condition. There are 
indications, however, that this survey repre¬ 
sented “a higher level of rural housing than the 
average." 3 * But there arc also indications that 
farm housing was in a worse state of repair 
in 1940 than in 1934. 40 Probably about two 
thirds of the 7.4 million farmhouses in the 
country were substandard in 1940, and about a 
third of the total needed to be replaced. Sup¬ 
porting evidence of the general magnitude of 
substandard farm housing is supplied by the 
1940 Census, which shows 69 per cent without 
electricity, 67 per cent without refrigeration of 
any kind, 71 per cent with neither running 
water nor hand pump and 57 per cent worth 
less than $1,000. 

Recent estimates of the Department of Agri¬ 
culture indicate that in 1940 only 32 per cent 
of all farmhouses were acceptable, 29 per cent 
were repairable while 39 per cent were "non¬ 
repair-able.” 41 On this basis more than two 

39 - See Farm-Housing Survey. Miscellaneous Publica¬ 
tion No. 32}, Department of Agriculture. March J 939 - 
index of condition of the houses studied was 44- 1 '■« 
index of condition ... is an average of the number 
<aies reporting good condition for any one of seven struc¬ 
tural items, expressed as a percentage of the total number 
of cases in each geographical unit. The seven Hems are 
foundations, exterior walls, roofs, chimneys, doors an«l 
windows, interior walls and ceilings, and floors." f 1 ’- 2 > 

40. See ‘The Need for Rural Housing." Interbureau 
Coordinating Committee on Post-Defense Programs. Dc- 
P*rtment of Agriculture, October ao, 1941. PP- 7 an*l 0 
(mimeographed). 

41 . Testimony of Secretary of Agriculture Claude R- 
Wickard, before Senate Subcommittee on Housing and 
Urban Redevelopment of the Special Committee on Post- 
War Economic Policy and Planning, January 17. > 945 - * " c 


thirds arc substandard, over half of which need 
to be replaced. 

Adopting the Department of Agriculture’s 
estimates, a figure of 5,034,000 substandard 
units is obtained, of which 2,878,000 need to be 
replaced and 2,156,000 can be rehabilitated. 
However, in view of expected increases of 
productivity on farms, the farm population is 
expected to decline to such an extent that by 
i960 there will be a million fewer farm families 
than in 1940. (Sec Chapter 3.) Therefore, if it 
is assumed that the million worst farmhouses 
will be abandoned, only 1,878,000 units will 
have to be replaced. 

On the basis of Farm Security Administra¬ 
tion experience, making some allowance for 
postwar technological cost-reducing advances, 
it is estimated that adequate farmhouses could 
be built for an average of $1,500 each, in 1940 
prices. The total farm replacement program 
would thus cost $2.8 billion. If $400 is allowed 
for reconditioning each repairable substandard 
unit, the rehabilitation program would cost 
$860 million. 

Thus it would cost about $*.7 billion (in 
1940 prices) to bring our farm housing up to 
standard. This amount would, however, pro¬ 
vide neither bath nor running water. In some 
parts of the country such facilities arc already 
coming to be regarded as necessities in farm¬ 
houses. It may well be that by i960 any house, 
regardless of location, will need a bathroom if 
it is to be regarded as up to standard. 

above deification is based on the sire and value of farm 

dW "ulmg 1940 Census .lata, farm dwellings have been 
classified .mo three groups on the basis of their size and 
value. The first group consists of units which had at leas 
5 rooms and were worth at least It is assumed that 

these dwellings are acceptable although many of them lack 
modern conveniences and comforts. I he s. cond group <on- 
ts of units which had 3 or 4 rooms and were worth $500 
or more, and all larger units if worth fro... S*oo to Sl.OOO. 
In most cases, these uni.s need extensive repa.rs or re¬ 
modeling. In general. 3 or 4 room structures are too small, 
particularly on farms where on the average families arc 
larger than tn cities. The third group consists of all dwell¬ 
ings which had only 1 or 2 rooms, and larger units worth 
less than S500. Usually it would be more economical to re¬ 
place such structures than to enlarge or remodel them. For 
convenience, the first group,has been Ac¬ 

ceptable.' the second as -Repairable, and the third as Non- 
Repairable.’" 
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After eliminating the million houses to be 
abandoned as a result of a declining farm 
population, 5.2 million remain without run¬ 
ning water and an additional 300,000 have run¬ 
ning water but no Hush toilet. 42 Again assum¬ 
ing somewhat lower than average Farm Se¬ 
curity Administration costs, or $400 per unit 
to install running water and complete bath¬ 
room facilities and perhaps a third of that 
amount for the latter only, the total cost would 
be $2.1 billion. This would raise the cost of 
bringing our farm housing up to standard by 
i960 from $3.7 billion to $5.8 billion. 

Rural nonfarm housing is generally inter¬ 
mediate in condition between urban and farm 
housing. It is worth on the average more than 
twice as much per dwelling as farm housing 
and less than half as much as urban housing. 
The proportion that needs major repairs is 
roughly midway between the urban and farm 
proportions in similar condition. While rela¬ 
tively few farmhouses have baths, flush toilets 
and running water and relatively few urban 
dwellings lack these amenities, almost half of 
the rural nonfarm units have baths and flush 
toilets and slightly more than half have run¬ 
ning water. (Sec Tabic 54.) 

In the light of these considerations it appears 
that, since one third of all urban dwellings and 
two thirds of all farm units arc substandard, 
the proportion of rural nonfarm housing that 
is substandard constitutes about half the total. 
Therefore, of the 6.281.000 rural nonfarm 
dwelling units (outside metropolitan dis¬ 
tricts), 3,141,000 arc substandard. The number 
needing major repairs totals 1,474.000. The 
remaining 1.667,000 units can be rehabilitated. 

Assuming costs to be midway between ur¬ 
ban and farm ones, or $2,500 per unit for re¬ 
placement and S700 for rehabilitation, the total 
cost of bringing all rural nonfarm units up to 
standard would be $3.7 billion for replacement 
plus $1.2 billion for rehabilitation, or a total of 
$4.9 billion, in terms of prewar costs. 

Approximately two and a half million rural 
nonfarm units have no running water and an- 

42. Based on testimony of Secretary of Agriculture pre¬ 
viously cited. 


other three quarters of a million or so have no 
flush toilet. If all these units, or their replace¬ 
ments, are to be provided with baths, the total 
cost would be increased from $4.9 billion to 
$6 billion. 

Thus, the total cost (in 1940 prices) of bring¬ 
ing our 1940 rural housing supply — farm and 
nonfarm — up to standard would range from 
$8.6 billion to $11.8 billion, depending on the 
plumbing equipment deemed essential. 

Demolitions 

An average of 40,000 nonfarm dwelling 
units (34,000 of which are urban) are demol¬ 
ished annually. 4 * Some of these are torn down; 
the rest are destroyed by fire, flood, wind, 
earthquake or other disaster. In addition about 
30,000 farmhouses arc destroyed each year. 
Consequently, on the basis of past experience, 
1.4 million demolished dwellings would have 
to be replaced between 1940 and i960. 

At an average cost of $3,500 for urban dwell¬ 
ing units, $2,500 for rural nonfarm units and 
$1,500 for farmhouses, the total cost (in 1940 
prices) would be $3.6 billion. If in addition 
bathrooms are included in the nonurban units, 
the cost would be increased to $3.9 billion. 

Depreciation 

Houses, like everything else, wear out. 
There arc, of course, great variations in the 
length of time which houses last. Authorities 
have variously placed the expected life of non¬ 
farm houses at 50, 60, 80 and 100 years. For 
farm housing, the best opinion is about 65 
years. 

Any attempt, therefore, to estimate the num¬ 
ber of dwelling units that should be replaced 
because they will wear out between 1940 and 
i960 is subject to a wide margin of error. An 
examination of census data shows that if the 
life expectancy of the average house is assumed 
to be 66-67 years, current replacements of 
dwellings expected to wear out between 1940 

4?• David T.. Wickcnt. Residential Real Estate. Na¬ 
tional Bureau of Economic Research. New York. 1941- 
Table EM5. p. 54: “Homing and the Increase in Popula¬ 
tion." Monthly Labor Review. April 194a. 
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and i960 arc already included in the estimate 
for the replacement of substandard housing. 
Through neglect, neighborhood deterioration 
and other causes, the life span of a large 
proportion of our houses has fallen far short 
of expectations. But with proper recondition¬ 
ing, repair and upkeep, few of the rest should 
wear out before i960. 

(2). Dwelling Units to Be Added 

It has been estimated that the number of 
families in the United States will increase by 
94 million between 1940 and i960. To meet the 
requirements of these families, additional 
dwellings will have to be provided over and 
above the replacement program. The number 
needed will depend not only on the marriage 
rate but also on the number of vacancies re¬ 
quired to provide for the mobility of the popu¬ 
lation. Vacant dwelling units constituted 
about 6 per cent of the total in 1940. The norm 
is usually considered to be 5 per cent. This 
will give families who are moving sufficient 
choice to enable them to find a house suited to 
their requirements, and yet not result in a 
marked ovcrsupply of housing. Recent sur¬ 
veys, however, have shown that a large propor¬ 
tion of vacant dwelling units arc substandard. 
The vacancy rate can therefore be much lower 
when poor housing is reduced to a minimum. 
Since it is here assumed that all housing will be 
brought up to standard by i960, a vacancy rate 
of 3 per cent at that date would be quite suffi¬ 
cient. Hence the 44.3 million families in i960 
will require 45.7 million dwelling units, an in¬ 
crease of 8.4 million over the number in exist¬ 
ence in 1940. 

Between 1940 and 194*5, approximately 2.1 
million permanent dwelling units were built. 
Therefore, between 1946 and i960 we will re¬ 
quire 6.3 million dwelling units to take care 
of our increasing population, assuming that 
every new family requires a dwelling unit. 

In addition to dwellings for new families, 
new houses will be needed to permit families 
that are doubled up to live alone. Then, too, 
if an estimated one million farm families mi¬ 


grate to nonfarm areas, that many additional 
nonfarm houses will have to be provided by 
i960. 

In 1940 there were 1.7 million “doubled fam¬ 
ilies,” of which 1.3 million were in the non¬ 
farm area and 400,000 were on farms. Since 
many families live together through choice 
and others because of illness or dependency, it 
is assumed that about half should be "undou- 
blcd." That would require adding 650,000 non¬ 
farm and 200,000 farm houses. When these fig¬ 
ures are added to the one million units re¬ 
quired in nonfarm areas because of the shift of 
farm population to cities, a total of 1,850,000 
units is obtained. These must be added to the 
total allowance of 6.3 million dwellings for 
new families. Thus, net additions to our hous¬ 
ing supply will be 8,150,000, of which 7,950,- 
000 will be nonfarm dwellings and 200,000 will 
be farm dwellings. 

In order to translate this estimate into costs, 
it is necessary to indicate where the needed 
houses will have to be built, since costs for 
urban and rural housing differ. 

It is estimated that three times as many 
houses for new families and for “undoubling" 
will be needed in urban areas as in rural non¬ 
farm areas. Consequently, the requirements 
for 7,950,000 nonfarm units may be separated 
into 5,963,000 urban dwellings and 1,987,000 
rural nonfarm dwellings. 

At an average figure of $3,500 for a mini- 
mum-standard urban house, the cost of 5 . 9 ^ 3 *' 
000 urban units would be $20.9 billion. T he 
1,987,000 rural nonfarm units, at a cost of 
$2,500 per unit, would total $5 billion; with 
baths the cost would increase to $5-S billion. 
The cost of 200,000 farm units for undoubling 
families, at $1,500 per unit, would be $300 mil¬ 
lion; at $1,900 each (with baths), it would be 
$$8o million. 

Thus, if net required additions to our hous¬ 
ing supply for the 1946-1960 period were to be 
built at the minimum standard, the total cost 
in 1940 prices would amount to $26.2 billion 
or $27 billion, depending on the plumbing 
standard adopted for rural nonfarm and farm 
housing. 
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Table 59 

Estimated 15-YEAR Procram for Filling Housing Needs 
(Dollar Figures in Millions at 1940 Prices') 



Number of Units 

Capital Cost 

Program 

Total 

Annual 

Total 

Annual 

Rehabilitation of substandard housing 

{In Thousands ) 

5*38 3 6 3 

$ 3 , 642 -$ 5 . 57 ° 

$ 243-$ 371 

Urban® 

1,615 

I08 

1,6x5 

108 

Rural nonfarm 

1,667 

ZIX 

1,167- X,725 
860- 2,230 

78 - 115 

Farm 

2,156 

I44 

57 - M8 

Replacement of substandard and obsolete 
housing 

10,128 

675 

30,222- 31,563 

2,015- 2,104 

Urban® 

6,776 

452 

23.720 

1,581 

Rural nonfarm 

x »474 

98 

3,685- 4,275 

246- 285 

188- 238 

Farm 

1,878 

125 

2,8x7- 3.568 

Replacement of demolished housing 

1,400 

93 

3.580- 3,868 

239- 258 

Urban® 

680 

45 

2,380 

x 59 

Rural nonfarm 

120 

8 

300 - 348 

20- 23 

Farm 

600 

40 

900- x,i40 

60- 76 

Net additions to housing supply 6 

8,150 

543 

26,139- 27,013 

*. 743 - x »8oi 

Urban® 

5 . 9<>3 

398 

20,871 

1,392 

Rural nonfarm 

1,987 

132 

4.968- 5,762 

33 '- 384 

Farm 

200 

*3 

300- 380 

20- 25 

Totals 

Demand 

_ 

_ 

72,711 

4.848 

New houses 

16,052 

1,070 

61,511 

4,ioi 

Rehabilitation — additions, alterations 
and repairs 

3 * 49 * 

233 

11,200 

747 

Unfilled needs 

— 

— 

12,125- 13,900 

808- 926 

New houses 

3,626 

242 

10.820- 11,300 

721- 753 

Rehabilitated houses 

1.947 

t 3 o 

1,305- 2,600 

87- 173 

Total needs 

— 

— 

84,836- 86,611 

5,656- 5.774 

New houses 

19.678 

, , 3*2 

72,331- 72,811 

4,822- 4,854 

Rehabilitated houses 

5.438 

363 

12,505- 13,800 

834- 920 

Sonne: Appendix 17. 

a. Including all units in metropolitan districts. 

b. Includes 650.000 nonfarm and 200.000 farm 

units for doublcd-up families. 



( 0 - Summary of Housing Needs and Costs 

The extent of our housing needs and the 
costs of filling them can now he summarized. 
If we should undertake to bring all of our 
housing up to standard during the 15-year pe¬ 
riod from 1946 to i960 and also provide lor 
new families, we would have to build a total of 
19,678.000 new urban and rural dwelling units 


and rehabilitate 5,438.000 units. This would 
mean an annual average for the 15-year period 
of 1.312.000 new units and of 363,000 units to 
be rehabilitated. 4 * (See Table 59.) If all the 
houses needed arc built at the minimum- stand- 

44. Other recent estimates of housing requirements are 
as follows: 

1. diaries Palmer. Defense Housing Coordinator, esti¬ 
mated 1.600,000 nonfarm units for 10 years. See p. 14 of 
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ard level, the total cost over the 1946-1960 pe¬ 
riod of the new construction and rehabilitation 
program (at the 1940 price level) would 
amount to from $64 billion to $68 billion, de¬ 
pending on the rural standard adopted for 
plumbing facilities, or an average of from $4.2 
billion to $4.5 billion a year. 

However, under this survey’s assumptions 
of a high level of employment and national 
income, a substantial part of these needs will 
be filled by better-than-standard housing by 
i960 through the normal operation of the mar¬ 
ket. As shown in Table 59, such housing 
should total 16,052,000 dwelling units and cost 
$61.5 billion. This leaves an additional 3,626,- 
000 units to be built in order to supply every¬ 
one with adequate housing by i960. Assuming 
these units to be distributed in the same way as 
the 10,128,000 substandard and obsolete houses 
requiring replacement, then 2,426,000 dwell¬ 
ings will be built in urban areas, 529,000 in 
rural nonfarm areas and 671,000 in farm areas. 
If the cost figures of $3,500, $2,500 and $1,500 
per dwelling unit for urban, rural nonfarm 
and farm housing, respectively, arc applied to 
these quantities, a total of $10.8 billion is 
reached. This represents the cost of the new 
housing needs that will be left unfilled in i960 
by the mechanism of the market. Adding bath¬ 
rooms to the rural houses at a cost of $400 each 
would increase the total unfilled need to $11.3 
billion. 

"The Tenth Fortune Round Table on Demobilizing the 
War Economy,” supplement to Fortune. November 194'• 
a. S. Morris Livingston. Bureau ol Foreign and Dornes^ 
lie Commerce, in a speech before the Annual Meeting ol 
Ihe Producers* Council in Detroit on June aj. » 94 *- 
mated a potential postwar nonfarm housing market ot 
1,000,000 units a year. , .... 

3 . Miles L. Colean in The Role ol the Housebuilding 
Industry, a pamphlet issued by the National R™* ur «' 
Planning Board in July 194a. estimated that the couniry 
could absorb from 900.000 to 1,200.000 new dwelling 
units a year. . 

A. The Post-War Housing Committee of the Nan-.nai 
Association of Housing Officials in an Interim Report. 
"Principles of Post-War Housing in the United Mates. 
January 1943, estimated that it would take 1.27"." 00 ncW 
units a year to meet all needs by 19'''°- 
Two earlier estimates deserve mention: 

I. Catherine Bauer in 1937 estimated that 

uniu a year for thirteen years would fulfill a” n<- »- 
a- Edith Elmer Wool estimated that .luring the t.-year 
Pcnod 1938-1950 the construction ..f 1.100.000 units an¬ 
nually would fulfill all nonfarm housing needs. 


In arriving at the number of substandard 
houses that could be rehabilitated by the 
mechanism of the market, it is assumed that 
the proportion would be the same as for the 
replaceable substandard ones. By this meas¬ 
ure, 1,947,000 units needing rehabilitation 
would not be rehabilitated by i960. Assuming 
that they were distributed in the same way as 
the 5438,000 substandard units requiring re¬ 
habilitation in 1940, then 578,000 would be in 
urban, 598,000 in rural nonfarm and 771,000 
in farm areas. Applying the cost figures of 
$!,ooo, $700 and $400 for urban, rural nonfarm 
and farm housing rehabilitation, respectively, 
the total cost of the rehabilitation needs left 
unfilled in i960 by the mechanism of the mar¬ 
ket would be $1.3 billion. If bathrooms were 
added to all these houses and to all other rural 
houses without them, the cost might be dou¬ 
bled. 

It is estimated that $72.7 billion will be the 
total demand for housing supplied by the nor¬ 
mal operation of the market by i960. To fur¬ 
nish those below the standard with adequate 
housing, and allowing those above the stand¬ 
ard to remain there, $10.8 billion (or $11.3 bil¬ 
lion) for new houses and $1.3 billion (or $2.6 
billion) for rehabilitation would be required 
in addition to the market demand of $72.7 
billion. The total cost of fulfilling our needs by 
i960 would thus be from $84.8 billion to $S6.6 
billion, or $5.7 billion to $5.8 billion annually 
for 15 years, depending upon the standard 
adopted for rural housing. 

c. ESTIMATE OF CONSUMPTION REQUIREMENTS 

What would be the current, or consump¬ 
tion, expenditures of the American people for 
housing in 1950 and i960 if every family below 
standard in those years were brought up to 
standard and every family above standard 
were allowed to remain undisturbed in the 
house it can afford? 

(1). Rent anil Imputed Rent 
Under our.assumption of stable high employ¬ 
ment and high national income, there would 
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be an estimated demand for 16,052,000 new 
dwelling units between 1946 and 1960. (See 
Table 59.) This will provide for all new and 
involuntarily doubled-up families; for the re¬ 
placement of houses destroyed through fire, 
flood, etc.; and the replacement of a number 
of units equal to 64 per cent of the substandard 
dwellings that should be torn down. If the new 
housing produced to meet demand actually 
results in making standard housing either di¬ 
rectly or indirectly available to families living 
under substandard conditions, then of the 10,- 
128,000 substandard dwelling units needing to 
be replaced only 3,626,000 will still be in use in 
i960. It is assumed that a similar proportion of 
the 5,438,000 substandard dwellings that can 
be rehabilitated will be improved, leaving x,- 
947,000 of these still substandard. Thus, in 
i960 there would still be 5 , 573 .°°° substandard 
dwelling units in existence if the normal 
mechanism of the market were exclusively re¬ 
lied upon to eliminate all housing that was 
below standard. 

The average annual rental value of mini¬ 
mum-standard housing (in 1940 prices) would 
be S334 per unit. 48 A computation of the 1940 
data indicated that the annual rental value of 
substandard units averaged $187 in that year. 
Hence, if every family below standard is 
brought up to standard and every family above 
the standard allowed to remain undisturbed, 
total rent and imputed rent would have to be 
raised from Si 1.7 billion (estimated demand 
as shown in Table 58) to $12.5 billion in i960. 
This objective, of course, could be achieved 
only by replacing or rehabilitating the sub¬ 
standard units. 

A similar computation can be made for 
1950. According to the above estimates 9.993,- 
000 substandard units will have been replaced 

45. This figure was derived in die following manner: 
According to the data in Table 59. there were 8.391.000 
urban, 3,141.000 rural nonfarm and 4,034.000 farm sub¬ 
standard units requiring replacement or rehabilitation in 
1940. It was assumed that the substandard units standing 
in i960 would be distributed in the same way. Applying 
the estimated values of minimum-standard units ($3,500, 
$2,500 and Si,500 for urban, rural nonfarm and farm, 
respectively) to the above distribution, a weighted average 
value of $2,780 per unit was obtained. An estimated annual 
rental value of 12 per cent of total value gives S334- 


or rehabilitated by i960 (15,566,000 in exist¬ 
ence in 1940 and 5,573,000 in i960). If one 
third of these will be brought up to standard 
by 1950, then 12,235,000 will still be substand¬ 
ard in that year (15,566,000 less 3,331,000). At 
the estimated rent for a minimum-standard 
unit of $147 more per year than for an average 
substandard one, total rent and imputed rent 
would have to be raised by $1.8 billion, from 
$10.6 billion to $12.4 billion. However, a build¬ 
ing program to eliminate all substandard hous¬ 
ing by 1950 is entirely unrealistic. 

(2). Fuel and Utilities 

The estimated amount consumers would 
need to spend for electricity is based on the as¬ 
sumption that every house ought to be electri¬ 
fied, and on the further assumption that with 
reduction in costs the requirements of each 
household will be met with an average annual 
expenditure of $33. This would give a total 
bill of $1.3 billion in 1950 and $1.5 billion in 
i960. 

With universal electrification, there will be 
very little need for increased gas consumption. 
However, gas stoves and water heaters will 
continue to be popular, especially where costs 
arc low. Moreover, families that find these 
facilities satisfactory will tend to continue 
using them. Consequently, it is assumed that 
there would be no gap between need and de¬ 
mand. On this basis, the bill should be around 
$600 million in both 1950 and i960. 

It is assumed also that there will be no dif¬ 
ference between need and demand in expendi¬ 
tures for water. By 1940 the use of running 
water was approaching universality in urban 
areas. There are, however, limits to the num¬ 
ber of people who can be supplied with water 
as a public utility. In rural areas, for the most 
part, each house will have to rely on its own 
pump. The cost of this should be charged to 
capital, and will usually be included in the 
cost of building the house. In so far as the 
pump will be run by electricity, operating costs 
will chiefly be covered by the electricity bill. 
Hence consumption expenditure for water is 
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Table 6o 

Estimated Current Consumption Expendi¬ 
tures Needed for Adequate Housing and 
Utilities in 1950 and i960 

(In Millions at 1940 Prices) 


Type of Expenditure 

1950 

i960 

Total 

$16,850 

$17415 

Rent and imputed rent 

12400 

12,500 

Fuel and utilities 

4450 

4 . 9*5 

Electricity 

1,320 

1460 

Gas 

595 

615 

. Water 

350 

400 

Fuel and lighting supplies 

2,185 

2440 


estimated to be the same as in Table 58. 
namely, $350 million in 1950 and $400 million 
in i960. 

If it is assumed that the gap between the de¬ 
mand and need for fuel and lighting supplies 
in 1950 will be the same as for electricity, 15 
per cent, then total needs would amount to $2.2 
billion. This is S55 per family. Applying this 
average family outlay to the number of fami¬ 
lies in i960 gives an estimate of $2.4 billion. 

Summary 

If the entire population were provided with 
adequate housing by i960, current consump¬ 
tion expenditures for housing and household 
utilities would amount to $17.4 billion in that 
year, or almost half again as much as the $12- 
573.000 actually spent in 1940. The bulk of this 
expenditure would be in the form of rent and 
imputed rent, which would amount to $12.5 
billion as compared with $9.1 billion in 1940. 
Expenditures for fuel and utilities in i960 
would amount to over $4.9 billion, or nearly 
half again as much as the $5.4 billion sjxrnt in 

1940" 

5. Comparison of Needs and Demand 

Our estimate of housing demand was predi¬ 
cated upon the assumption of stable high level • 

aC . See Table 60 lor esiimaic* of eurrei.. e M “ " 
for adequate hou*in»c in 1950 and i960. a'" 1 1 J ' ,lc * 
*° r 1940 expenditure* and for estimate* of probable cur- 
rem expenditure* in 1950 and i960 on ba*u of tbe a»- 
wmption* of tbit ju/vey. 


of employment and national income. Housing 
needs, on the other hand, are estimated solely 
on the basis of the minimum requirements 
that arc needed to provide every American 
family with adequate housing, while leaving 
undisturbed all families whose housing will 
be more than adequate in terms of that stand¬ 
ard. 

At the assumed high levels of employment 
and national income, the housing needs of the 
country can be met for the most part through 
ordinary market processes. There will still re¬ 
main, however, a significant minority of fami¬ 
lies who, even at the assumed high level of 
national income, will not be able to afford to 
maintain themselves in minimum-standard 
housing at the prices that must be charged. 

a. capital expenditures 

The great bulk of the capital expenditures 
required to provide adequate housing by i960, 
however, will be made as a result of normal 
market operations if we have a high level of 
employment and income. In other words, the 
•‘normal" demand for new houses over the 
1946-1960 period will supply all but a modest 
fraction of the estimated "needs" for new 
housing. Under the assumptions of the survey, 
16.052.000 new dwelling units at a cost of $61.5 
billion will be built during 1946-1960. This 
compares with an estimated need for I 9 .f> 7 8 .* 
000 new units at an estimated cost of $72.3 bil¬ 
lion to $72.8 billion. When the need for re¬ 
habilitating 5438.000 houses is added, the total 
capital expenditure required to fulfill all needs 
over the 15-year period will amount to between 
SS4.H billion and $86.6 billion. (See Table 61.) 

Thus, estimated demand will supply 84 to 
86 per cent of the need in terms of capital cost, 
and 82 per cent of the need in terms of the 
number of new dwelling units. For the en¬ 
tire 15-ycar period, demand will fall short 
of need by 3.6 million new and over 1.9 mil¬ 
lion rehabilitated dwellings and by $12.1-13.9 
billion in dollar volume. This would mean an 
annual average of 250,000 new and 130,000 re¬ 
habilitated dwellings and of $800-925 mil- 
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Table 6i 

Estimated Capital Needs and Demand for Housing, 1946-1960 


(Dollar Figures at 1940 Prices) 


Total for jj-Year Period 


Annual 


Demand 

Needs 

Demand 

Needs 

Expenditures (In Millions) 

Number of new units (In Thousands) 

Number of rehabilitated units (In Thousands) 

$ 7 2 » 7 ” 

16,052 

3 * 49 * 

$8 4 ,8 3 6-$86,6xi 

19,678 

5»438 

$4,848 

1,070 

2 33 

$ 5 , 656 -$ 5,774 

*» 3 12 

363 

Source: Table 59- 


lion per year in capital expenditures. (See 
Table 61.) 

b. CONSUMPTION EXPENDITURES 

Current consumption expenditures to meet 
estimated needs amount to nearly $16.9 billion 
in 1950 and to S17.4 billion in i960. Demand is 
estimated at $14.6 billion in 1950 and at $16.2 
billion in i960. (See Table 62.) 

In the ease of current expenditures, as in 
capital expenditures, therefore, most of the 


need can be met through market processes, 
assuming a stable high level of employment 
and national income. For rent and imputed 
rent, the ratio of demand to need is 94 per 
cent for i960. For fuel and utilities, demand in 
both 1950 and i960 would be about 90 per cent 
of need. For housing as a whole, demand 
would be about 93 per cent of need in i960. 
Estimated current needs and demand for 
housing arc compared with actual consump¬ 
tion expenditures in previous years in Figure 
10. 


Table 62 

Estimated Consumption Needs and Demand for Housing and Utilities 

IN 1950 AND i960 AND CONSUMPTION EXPENDITURES IN I94O 

(In Millions at 1940 Prices) 


Type of Expenditure 

1940 

Expenditure 

• 950 

i960 

Demand 

Needs 

'Demand 

Needs 

Total 

S« 2 .573 

$* 4,595 

$16,850 

$16,190 

$* 7 . 4*5 

Kent and imputed rent 

9,136 

10,600 

12,400 

11,700 

12,500 

Fuel and utilities 

3.436 

3.995 

4.450 

4.490 

4 . 9*5 

Electricity 

910 

1,150 

1,320 

*.375 

1,460 

Gas 

584 

595 

595 

615 

6*5 

Water 

29I 

350 

350 

400 

400 

Fuel and lighting supplies 

X.65I 

1,900 

2,185 

2,100 

2,440 


Source/: Tables 58 and 60. 
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CHAPTER 9 


HOUSEHOLD OPERATION 


American consumers spent $8.7 billion for 
household equipment and operation in 1940. 
This was one eighth of their total expenditures 
for goods and services in that year and was 
exceeded only by expenditures for the food, 
liquor and tobacco group; for housing and 
utilities; and for clothing and personal care. 

This important group of consumption ex¬ 
penditures, as defined for purposes of this sur¬ 
vey, includes a wide variety of different kinds 
of goods and services ranging from the most 
durable of consumers’ goods to the most 
ephemeral of services. At one extreme it in¬ 
cludes furniture, furnishings and floor cover¬ 
ings, refrigerators, washing machines and 
other household mechanical appliances, table¬ 
ware and kitchen utensils; at the other ex¬ 
treme arc moving and storage expenses, legal 
and financial charges, interest on personal 
debt, payments for domestic service, and con¬ 
sumer payments for postage and for telephone 
and telegraph service. Each of these and the 
other groups included in “household equip¬ 
ment and operation” consists of a multitude of 
widely varying individual products. 1 

Expenditures for mechanical and electrical 
appliances have increased more rapidly in re¬ 
cent years than for any other major component 
of the household equipment and operation 
group except household paper products. House¬ 
hold appliances have captured the public imag¬ 
ination to a much greater extent than any other 
products in the group, and they are most sig- 


By Louis Weiner, Senior Brice Statistician, and 
Faith M. Williams, Coi sultant on Costs and 
Standards of Living, Bureau of Labor Statistics. 
U.S. Department of Labor. Opinions expressed 
in this chapter arc those of the authors and do not 
necessarily express the official position of the De¬ 
partment of Labor. 


nificant in consideration of postwar shortages 
and future demand. Nevertheless, mechanical 
appliances accounted for only 11 per cent of 
total expenditures for the group in 1940. Ex¬ 
penditures for furniture and furnishings ac¬ 
counted for more than 42 per cent; cleaning, 
repair and maintenance for over 9 per cent; 
communication for 10 per cent; domestic serv¬ 
ice for more than 12 per cent; and outlays for 
financial and legal expenses accounted for the 
remaining 15 per cent. 

Lack of data makes it impossible to meas¬ 
ure precisely the employment and volume of 
business involved in the wide range of indus¬ 
trial and commercial activities that supply 
consumers with the goods and services re¬ 
quired for household equipment and opera¬ 
tion. 2 

However, it is possible to identify the prin¬ 
cipal manufacturing industries and branches 
of wholesale and retail trade that are devoted 
to making and distributing furniture, furnish¬ 
ings, household utensils and mechanical ap¬ 
pliances, which are the most important tangi¬ 
ble goods needed in household equipment and 
operation. These industries and trades arc 
listed in Table 63. 

Among the most important of the manufac- 

1. See Appendix 6 for detailed expenditures for house¬ 
hold equipment and operation from 1909 to I94*- 

2. Many of tl»c good* included in this group arc made 
in factories that also produce goods not purchased by the 
ultimate consumer. Thus, paper products and cleaning and 
polishing preparations uses! in the household arc usually 
identical with industrial products in the same category or 
else made in the same plants. Similarly, furniture, fur¬ 
nishings and household mechanical appliances are used in 
ofiices, hotels and restaurants, as well as in households. 

In some cases, the merchandise included in this group is 
sold in stores that concentrate solely on furniture, or per¬ 
haps electrical equipment, and that cater primarily to the 
ultimate consumer. But a large proportion of these goods 
are handled by stores and mail-order houses that also sell 
other types of goods and that supply industrial and com¬ 
mercial users. Telephone companies and moving and other 
service establishments also cater to both household and 
business customers. 
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Table 63 

Selected Household Equipment Industries and Trades, 1939 
{Dollar Figures in Thousands) 


Industry or Trade 


Manufacturing 
Furniture and furnishings 
Carpets, rugs and other floor coverings 
Carpet yarn 
Carpets, rugs and mats 
Linoleum etc. 

Curtains, draperies and bedspreads 
Other textile housefurnishing products 
Household furniture 
Mattresses and bedsprings 
Upholstered household furniture 
Other than upholstered household furniture 
Screens, shades and Venetian blinds 
Mirror and picture frames 
Mirrors etc. 

Whiteware 

Vitreous enameled products 
Glass tableware 
Silverware and plated ware 
Aluminum ware 

Cutlery other than silver, plate and aluminum 
Lamp shades 

Mechanical appliances 
Electrical appliances 
Domestic laundry equipment 
Sewing machines 
Mechanical refrigerators etc. 

Wholesale trade 

Household refrigerators and equipment 
China, glassware and crockery 
Floor coverings 
Household furniture 
Other housefurnishings 

Retail stores 
Furniture 

Secondhand furniture 
Floor coverings 

Draperies, curtains, upholstery 

China, glassware and metalware 

Interior decorations 

Antique shops 

Other housefurnishings 

Household appliances 

Radio — household appliances 

Source : Bureau of the Census, volumes on Manulaeturet . 
Wholesale Trade and Retail Trade . 1939- 


Number of 
Establish - 
ments 


Wage 
Earners 4 


Wages b 


Value oj Prod ¬ 
ucts . Sates 
or Receipts 


162 

38,892 

S 46,*65 

$239,953 

18 

3»*37 

3.500 

*9.983 

127 

28,727 

32,260 

150,096 

*7 

7,028 

10,406 

69,875 

437 

16,907 

10,269 

7*>9*2 

47 2 

10,623 

8,059 

67.52* 

3>39 2 

*43.05* 

*33-579 

570468 

947 

*8,342 

*9,498 

"3-**5 

853 

29.949 

30,082 

128,724 

*»59 2 

94.760 

83.999 

328,630 

7°9 

11,270 

*1,203 

68460 

182 

3,220 

3.065 

*3.250 

557 

10,012 

*0,615 

49,886 

3* 

*1,728 

*3.*5° 

27,801 

55 

10,809 

**.442 

44.239 

*15 

27.330 

30.1*5 

97,3*7 

150 

12,105 

*5.304 

62,771 

3 2 

6,297 

7.775 

37**25 

266 

*5.399 

*6,797 

59.924 

128 

2,671 

*,7*5 

8,376 

.38 

19,890 

25.409 

145,696 

4 2 

7.466 

9.277 

61,601 

39 

7,840 

**.*57 

29.707 

3<>9 

35>*6 o 

48,392 

278,646 

*95 

5*443 

**.923 

*27,5'* 

486 

2,985 

5.564 

60,210 

463 

7,566 

*6,477 

270,412 

491 

3*43° 

6,432 

73-599 

1,283 

6,528 

12,265 

*87.570 

19.902 

104,15* 

146,3** 

973.'57 

7,875 

4,016 

3,061 

3'.463 

/ 9 » < 
1,986 

6,083 

9.3'* 

58.618 

930 

1,906 

2.054 

15.843 

778 

2,9*5 

3. 6 55 

21,821 

886 

3.235 

4,676 

27,930 

3«3 2 4 

*.594 

2,178 

*7.743 

4,108 

*9.459 

2i,335 

84.772 

A 

11,095 

6,907 

49,>85 
*9,5*2 

60,301 

23.596 

294,518 

190,180 


a. Employees in wlK,lesale and retail trade. 

b. Payrolls in wholesale and rctad trade. 
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turing industries are household furniture, 
which employed 143,000 wage earners in 1939, 
carpets and rugs, glass tableware, cutlery, 
mechanical refrigerators and electrical appli¬ 
ances, each of which employed more than 
15,000 workers. Taken as a whole, the manu¬ 
facturing industries listed employed about 
390,000 wage earners in 1939 and produced 
nearly $2 billion worth of products. However, 
the table is too incomplete in some respects 
and too inclusive in others to give a very accu¬ 
rate picture. Most of these industries produce 
goods for commercial and institutional as well 
as household use. Certain other industries 
making heating, cooking and plumbing 
equipment are not included, although some 
of their products come within the scope of this 
chapter. However, many of these products arc 
used for other than household purposes, and 
in so far as they arc a fixed and integral part 
of the house, their cost is more properly allo¬ 
cated to "housing and utilities" than to "house¬ 
hold equipment and operation." 

The five branches of wholesale trade listed 
in the table had 26,000 employees in 1939, and 
the retail trades 212,000. Here again the pic¬ 
ture is incomplete, for a very substantial pro¬ 
portion of the total sales of furniture, furnish¬ 
ings and appliances arc made in types of stores 
not included in the table, such as general mer¬ 
chandise, department and hardware stores. In 
department stores alone, which did almost a S4 
billion business and had over 566.000 employ¬ 
ees in 1939, sales of household furniture and 
equipment of various kinds amounted to more 
than one fifth of their total sales. 

Moreover, Table 65 is confined to tangible 
goods and docs not include the important item 
of domestic service, in which 2.3 million jx'r- 
sons were employed in 194**. A substantial frac¬ 
tion of these worked in private households. 
Also excluded ar. *ich services as furniture 
repair, furniture *ving. telephoning and 
legal expenses. Nor ..cs the table include such 
commodities as cleaning and polishing prepa¬ 
rations and writing supplies, since they are not 
only widely used outside the home, but arc 
sold at retail chicfiy in grocery and drug stores. 


So important are these household services and 
the miscellaneous household supplies not in¬ 
cluded in the table that the four excluded 
groups — domestic service, communication, 
financial and legal expenses, and cleaning, re¬ 
pair and maintenance — accounted for almost 
47 per cent of total consumption expenditures 
for household equipment and operation in 
1940. 

Added to all these employees supplying 
household equipment or supplies and engaged 
in household operation, maintenance or financ¬ 
ing, is a veritable army of unpaid household 
workers. The homemaker’s services — like the 
food and fuel produced by farm families for 
their own use — arc outside the money econ¬ 
omy. Although economists have seldom had 
the temerity to attempt to value the economic 
contribution of the homemaker, conjectural 
estimates have been made for the years 1909 to 
1919. One such estimate placed the money 
value of housewives’ services in 1919 at $18.5 
billion, which would have added almost 30 per 
cent to national income in that year.* 

1. Trends in Production and Taste 

In no other field of consumption (with the 
possible exception of transportation) has the 
combined cfTcct of technological develop¬ 
ments and shifting consumer tastes and habits 
produced greater changes than in household 
operation. Over recent decades there have 
been radical changes in the design and char¬ 
acter of furniture and furnishings; a wide 
range of new appliances and commercial serv¬ 
ices has been mechanizing and simplifying 
housework; while these and other influences 
have lessened the (relative) dependence on 

3. See Income m the Unire/f Sfaref, National Bureau of 
Fconomic Research. New York, 1921. p. 59. However, 
some of the services that were part of the work of the 
homemaker a few decades ago have already been trans¬ 
ferred outside the home, and others are being transferred 
as more married women work in offices and factories. Our 
statistics of national output and income have shown fic¬ 
titious increases to the extent that they include in the total 
the increase in the value of such goods as bread and pastry, 
canned fruits and vegetables, and (to a less extent) wom¬ 
en's and children's clothes, which are now produced 
largely in factories, without subtracting the value of the 
effort which formerly went into producing those goods in 
the home. 
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paid domestic service in the operation of the 
household. 

a. FURNITURE AND FURNISHINGS 

Travelers and novelists have given us their 
impressions of the way the homes they ob¬ 
served were furnished. We have historical 
monuments—from Mount Vernon to the cab¬ 
ins of the frontier. Museums have furnished 
period rooms, and there arc many histories of 
American furniture. It has never seemed worth 
while, however, to take an inventory of the 
stocks of furniture and furnishings in a large 
enough sample of American homes to provide 
statistical data about the goods that families 
of different periods, at different economic lev¬ 
els and in different parts of our country have 
used to cook, eat, dean, sleep and play with in 
their homes. 

The trend over the past several decades has 
been summed up as follows: 

(In i860) the furniture was well made, the floor 
coverings serviceable, and the wall paper deco¬ 
rative. Really good china, glassware and silver 
were too expensive for any except the very well- 
to-do, but probably no one regarded this a very 
important matter. What have the eighty years 
since that time contributed toward making houses 
better places to live? . . . The only fundamental 
change in housing is the result of a changed set of 
values; we now prefer small rooms or even apart¬ 
ments, while in i860, we were willing to sacrifice 
other enjoyments to have big, roomy houses. 1 he 
other changes have been mostly additions to the 
number of conveniences — and the long list of la¬ 
bor saving devices. Much though these improve¬ 
ments added to our ease and comfort, it seems to 
me that the real progress in housing since 1S60 
has been not so much the raising of the level of 
consumption of the well-to-do as making it pos¬ 
sible for a greatly increased proportion of the 
population to approach that level. 4 

The first extensive survey of family expendi¬ 
tures in the United States was made by the 
Federal Commissioner of Labor Statistics 
among families of factory workers in 1 * ss -1 he 
report on this study gives a little information 
on the condition of the home of each of 7.000 

4. Edgar W. Marlin. The Standard of tit '** "» 
Univertiiy of Chicago Press, Chicago. 194*. PP- 


families covered in the survey. The things 
ficldworkcrs were told to observe about the 
condition and the furnishings of the houses 
they visited may be judged from the following 
typical entries about individual homes and 
their furnishings: 

House plainly furnished, have one carpet; 

House plainly furnished, bare floors, have a sew¬ 
ing machine; 

House poorly furnished, have carpets, organ mu¬ 
sic box and sewing machine; 

Frame house, neat, have a melodeon and a sewing 
machine; 

Handsome new house, well furnished, have a 
guitar and sewing machine; 

House dirty and uncomfortable, have a sewing 
machine and garden; 

Frame house neatly kept, have a violin and sew¬ 
ing machine; 

New house, good furniture, all rooms carpeted. 

Later studies of family expenditures pre¬ 
sented details as to purchases of furniture and 
housefurnishings. Few if any of them covered 
more than a year, however, and none obtained 
data on the total amount of furniture and 
housefurnishings owned by the families sur¬ 
veyed. Anyone who has investigated living 
conditions in this country and has visited a 
representative sample of American homes can 
testify to the enormous variety of furniture 
and furnishings. Hut wc have no knowledge 
of the amount of various kinds of furniture 
and equipment possessed by families at differ¬ 
ent income levels or bow many families at any 
given time had to do without sheets for their 
beds or rugs on their floors or curtains for their 
windows. 

It is a safe assumption, however, that rela¬ 
tively few homes in the country arc furnished 
as well as the families who live in them would 
like. Women’s magazines, movies, mail-order 
catalogs and advertisements in the daily papers 
have combined to make American families 
singularly conscious of the kinds of housefur¬ 
nishings currently being produced by Ameri¬ 
can industry and of current fashions in interior 
decoration. There arc probably few women 
who do not have plans for "doing the house 
over” as soon as the family ship comes in. 
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In a recent book deploring the popularity of 
antique furniture in this country,® the author, 
an English architect, remarks, “There is a 
young generation of Americans to whom it 
seems as natural to find antique and reproduc¬ 
tion furniture in the living room as it docs to 
find an electric refrigerator in the kitchen.” He 
believes that research on the needs of Ameri¬ 
can families may produce very much more 
satisfactory furniture than we have today. Yet 
it is difficult to question the judgment of 
American housewives who spent an increasing 
proportion of their household equipment and 
operation budgets on mechanical appliances in 
the i92o’s and 1930's. The furniture and house- 
furnishings of our ancestors were far superior 
to the devices they had for washing their 
clothes, cleaning their houses, storing and 
cooking their food. If the former required im¬ 
provement, the latter needed it much more 
extensively and urgently. 

Nevertheless, substantial changes have oc¬ 
curred in furniture and furnishings since the 
i89o's. In spite of the popularity of antiques, 
there is a large demand for simpler styles in 
furniture, both of the “colonial” and "modern” 
designs. The heavy draperies shrouding the 
homes of the middle and upper income groups 
at the turn of the century have generally been 
discarded in favor of lighter fabrics that let in 
more light and air and arc easier to keep clean. 
Perhaps the most striking change was in floor 
coverings. Tackcd-down carpets were dis¬ 
placed by varnished and waxed floors, and 
rugs easier to clean, even without vacuum 
cleaners, arc found nowadays in a very large 
proportion of houses with electricity. An en¬ 
tire complex of forces has operated to open up 
the conventional unused parlor. Among these 
factors were the trend toward smaller houses 
and apartments and the need to make the most 
of existing space. The latter also contributed 
heavily to the growth of dinette suites, fewer 
and more useful pieces of living room furni¬ 
ture, and the day bed in all its manifestations. 

5. T. II. RoliMohn-Oifobini;*. Good-bye. Mr. Chippen¬ 
dale. Alfred A. Knopf. New York, 1944. 


But the furniture and furnishings field is far 
less standardized than, say, mechanical appli¬ 
ances or automobiles, and almost any sort of 
personal taste can still be gratified. 

The use of household paper products also 
showed a relatively rapid growth, in large part 
because of the development and widespread 
acceptance by consumers of a great variety of 
new paper products such as towels, dishes, 
napkins and wax paper. From 1929 to 1940, 
expenditure for miscellaneous household pa¬ 
per products increased 62 per cent — more than 
any other major component of the entire 
household equipment and operation group. 
This is an area that holds much promise of 
future growth. 

b. MECHANICAL APPLIANCES 

During die century since the first mechanical 
laborsaving devices were invented to lighten 
the work of the housewife, many tasks that had 
been part of household operation throughout 
recorded history were transferred from the 
home to the factory. 

Among the many laborsaving devices com¬ 
monly found in American homes today, the 
sewing machine, which was patented in 1846, 
is the oldest. Hand washing machines, pat¬ 
ented in 1872, came next. Vacuum cleaners and 
electric washing machines, patented in 1908, 
came into production well after the turn of 
the century. The electric range and electric 
refrigerator were just coming into use before 
World War I, but a very small proportion of 
American families owned cither one by 1925. 
Gas stoves and kerosene stoves were widely 
used in the last half of the nineteenth cen¬ 
tury, and about 1890, gas-producing com¬ 
panies began a campaign to increase gas sales. 
Gas stoves were considerably improved in de¬ 
sign in the 1920*$ to meet the competition of 
electric ranges, which are more convenient but 
more expensive to operate in most commu¬ 
nities. 

In common with the products of most new 
industries, many mechanical household appli¬ 
ances have decreased in price considerably 
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Figure it. Utilization of Mechanical Appliance in Wired Homes, 1925-1942 
cal U",h.n4iri, t . January .943- Fo, number ol Iam.be., .la.a l.«n Bureau ul .he Cen.u,. 


* 


since the 1920*$ * If prewar trends continue, by 
1950 some manufacturers may be experiment¬ 
ing with "stripped'’ economy models, such as 
"Model T” electric refrigerators. If there is a 
period of high employment and high incomes, 
however, there will be a trend in the other 
direction, toward the development of larger 
and more efficient models that will provide 
more freezer and storage space; deepfreeze 
household units arc also being developed. 
Freezer rooms will probably be installed in the 
homes of many well-to-do farm families, par- 

6. See Saul Nelion ami Walter G. Keim. Price Deha, tor 
•nd B unne 11 Policy. TNEC Monograph No. i, «94°- PP- 


ticularly in the West, where farm families live 
at a considerable distance from town and from 
the commercial freezer locker. 

A substantial production of air-cooling units, 
run by electricity, for individual rooms as well 
as for the entire house, is expected in the 1950 
decade. Some of these units were placed in op¬ 
eration as early as the end of the 1920 s, and 
their use spread considerably during the pre¬ 
war decade. 

In addition to the larger and more expen¬ 
sive electrical appliances, such as refrigerators, 
electric washing machines, sewing machines, 
vacuum cleaners and electric ranges, a multi¬ 
tude of smaller ones were also in widespread 
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use before the war. Among these were irons, 
toasters, mixers, percolators, heating pads, 
space heaters, hot plates and grills, waffle irons, 
roasters, broilers and electric clocks. A large 
proportion of these smaller articles are special¬ 
ized aids to cooking. The postwar era will un¬ 
questionably witness an intensification of the 
sale of prewar types and the development of 
new ones. 

The use of the major household electrical 
appliances has greatly widened during the 
past two decades. Mechanical refrigerators 
were a costly novelty in 1925, but today nearly 
three fourths of all wired homes are supplied 
with them. Nearly two thirds of all wired 
homes now have washing machines, as com¬ 
pared with only one out of five in 1925. More 
than half of today's wired homes use vacuum 
cleaners; less than a third were equipped with 
them in 1925. This progress is all the more im¬ 
pressive when it is realized that the number of 
wired homes has almost doubled since 1925. 
At least three fourths of all the nation's homes 
arc now supplied with electricity. (See Table 
64 and Figure 11.) 

C. DOMESTIC SERVICE 

The production of laborsaving devices has 
had varied effects on American economic life. 
The invention of the mechanical sewing ma¬ 
chine was followed by the power sewing ma¬ 
chine, which resulted in transferring a very 
large proportion of garment production, even 
for women, entirely out of the home. Improved 
commercial baking and food preservation 
equipment have had a similar effect on home 
baking, canning and preserving. There has 
also been a great increase in the practice of 
eating away from home, in restaurants and 
cafeterias. The use of commercial laundry and 
dry-cleaning establishments has increased ma¬ 
terially, further relieving American house¬ 
wives of some of their traditional responsibili¬ 
ties. There remains, however, a large amount 
of work which must be done in the homes 
where we sleep, cat most of our meals, bring 


up our children, entertain our friends and live 
the greater part of our personal lives. 

The transfer of the final steps in the produc¬ 
tion of many consumers’goods out of the home 
has reduced the time spent in household pro¬ 
duction. It has enabled many women to man¬ 
age a household and at the same time work in 
an office or a factory, in a business or a pro¬ 
fession. But it leaves some women with leisure 
time they can neither enjoy nor employ to ad¬ 
vantage, either because they do not have the 
proper training or because of community prej¬ 
udices against the employment of married 
women outside their homes. 

More American women were employed in 
factory work during the war than at any pre¬ 
vious period in our history. Undoubtedly, the 
vast majority of the working wives drawn 
into employment by the war effort returned to 
domestic life when their husbands were de¬ 
mobilized, but it seems likely that a somewhat 
larger percentage of married women will be 
working outside their homes than was the case 
before the war. T This very fact will increase 
the demand for commercial laundry services, 
restaurant meals, certain types of household 
equipment, paid domestic services, nursery 
school care and other substitutes for work per¬ 
formed in most homes. 

For women with children and no paid do¬ 
mestic help, there is still no problem about the 
use of leisure time. Time records kept by a 
large number of farm and village women in 
the 1920V show that they spent an average of 
51 hours a week in housework. A comparison 

7. A survey of postwar work preferences made by the 

United Automobile. Aircraft and Agricultural Implement 
Workers of America among their women members 
showed that 85 per cent of them were planning to con¬ 
tinue working outside their homes after the war, if a job 
was available. Research Report, March 1944: Monthly 

Labor Review. May 1944. P- 1030. 

However, inasmuch as the size of the war emergency 
labor force had shrunk from a wartime peak of 7 million 
to little more than a million within a year after V-J Day, 
it is clear that few of the female emergency workers re¬ 
mained in the labor market. (Sec Appendix 1.) The long¬ 
term gradual upward trend in female employment will 
undoubtedly continue, however. (Sec Chapter 22.) 

8 . For summary by Hildegarde Knceland, sec Margaret 
Gilpin Reid. Economics of Household Production. John 
Wiley & Sons, New York. > 934 . P- 8 3 - 
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Table 64 

Utilization op Mechanical Household Appliances, 1925-1942 


Percentage of Wired Homes Owning : 


End of 

Year 

Number of 
Wired Homes 

Mechanical 

Refrigerators 

Washing 

Machines 

Vacuum 

Cleaners 

Ranges 

* 9 2 5 

(In Thousands ) 

x 4.965 

a 

21 

3 * 

3 

1926 

16458 

2 

27 

37 


* 9 2 7 

x 7 > 95 x 

4 

28 

39 

3 

1928 

19,090 

6 

30 

4 * 

4 

* 9 2 9 

x 9.967 

9 

33 

44 

4 

x 93 ° 

20,332 

*3 

35 

44 

5 

1931 

20,151 

*7 

4 * 

45 

5 

x 93 2 

*9,850 

22 

39 

47 

6 

£ 

x 933 

20,004 

2 5 


49 

.O 

0 

c 

x 934 

20,694 

2 9 

46 

48 

0 

*935 

2**235 

34 

49 

48 

7 

8 

1936 

22,030 

4 * 

53 

49 

x 937 

22,939 

49 

56 

A 

49 

9 

1938 

23 . 5*7 

5 2 

58 

49 

10 

x 939 

2 4.599 

57 

60 

5 * 

11 

1940 

25,638 

64 

63 

5 2 

12 

x 94 x 

27,012 

73 

65 

53 

*3 

1942 

27,716 

7 2 

63 

5 * 

*3 


Sources • Saul Nelion and Walter G. Horn, Price Behanor and Business Policy . TNEC Monograph 
No ,940 p. 262 Simary source. Electrical Merchandising . F.gures for , 939 - 94 * taken from 
mimeographed »heeu issued by Electrical Merchandsssng . January « 943 - 


a. Less than one per cent. 


of the time spent in keeping house with and 
without laborsaving devices showed that there 
was very little difference. The women without 
*uch equipment spent on the average only one 
hour and ten minutes more each week than 
those using it.® This represents only about 2 
per cent of the average weekly time spent in 
household tasks by homemakers in the group 
studied. There arc several reasons why more- 
time was not saved. When good equipment is 
available other members of the family prob¬ 
ably give less assistance; the housewife may 
also reduce her speed, raise her standard or 
add additional tasks. 10 

9 - M. Wilton, Use of Time by Oregon Farm Home - 
' fibers . Bulletin 256, Oregon Agricultural Experiment Su- 
Uon * Coryallu, 1929, p. 37. 

,0. Reid, op . cit ., p. 92. 


So far as paid domestic service is concerned, 
the war accentuated a trend which started as 
early as 1909. Expenditures for domestic serv¬ 
ice not only failed to keep pace with increases 
in the national income, but increased less than 
did almost every other major component of 
the household equipment and operation group. 
This trend may be attributed partly to increas¬ 
ing job opportunities for women, partly to the 
cessation of immigration, and probably to a 
lesser extent to the widespread use of timesav- 
ing appliances and the trend toward smaller 
dwelling units. 

During the war, household help was hard 
to find. Job opportunities for women were far 
greater than ever before. This simultaneously 
increased the demand for paid help and de 
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creased the supply. Nor did substantial wage 
increases restore equilibrium between the two. 
The result is plainly evident when expendi¬ 
tures for domestic service are compared with 
the increased gross national product during 
the war years. Since 1941, expenditures in¬ 
creased far less than would be expected on the 
basis of the relationships existing in the 1950's. 
(See Appendixes 4 and 6.) 

d. MISCELLANEOUS HOUSEHOLD OPERATION 

Three categories of household operation and 
equipment remain to be discussed: (1) com¬ 
munication, which comprises telephone, tele¬ 
graph, postage, writing equipment and sup¬ 
plies; (2) cleaning, repair and maintenance, 
which includes laundering, cleaning and re¬ 
pairs, cleaning and polishing preparations, 
moving expenses, and insurance against fire 
and theft; and (3) financial and legal expenses, 
which arc mainly for legal services, interest on 
personal debt, brokerage and bank charges. 

Since the turn of the century, by far the most 
striking development among these remaining 
items of household expenditures has been the 
increase in the general use of the telephone. In 
1907, there were 6.1 million telephone instru¬ 
ments in use; by 1917, the number was 11.7 
million; in 1929, 19.3 million; in 1940, 20.8 
million; and in 1944, 26.4 million. 11 These fig¬ 
ures, however, include business telephones as 
well as those for private family use. The in¬ 
creased use of the telephone has been partly 
at the expense of the telegraph, and recent de¬ 
velopments in radio presage a still further de¬ 
cline in the importance of telegraphic com¬ 
munication. 

Another development worth special men¬ 
tion is the growth in use of a wide variety of 
cleaning and polishing preparations, particu¬ 
larly insecticides. 

With the exception of brokerage charges, 
which skyrocketed with the stock market 

11. Figure for 1907 is from Bureau of the Census, Cen¬ 
sus of Electrical Industries. 1922. p. 2}. Data for other 
years are from Hell Telephone Quarterly and relate to 
January 1 of each year. 


boom in the late 1920’$ and then declined 
drastically, none of the other items showed 
any striking developments. 

2. Consumption Expenditures 
a. trends 

Striking changes have occurred in consump¬ 
tion expenditures for household equipment 
and operation in the United States since the 
beginning of the present century. With the de¬ 
velopment of electrical household equipment, 
housework has become easier for millions of 
women and their homes are maintained at a 
higher level of efficiency and cleanliness with 
fewer “woman-hours” of work. 

This group of expenditures, as a whole, has 
increased markedly since 1909 and has become 
steadily more important in the consumer’s 
total budget. This can be seen from the tabu¬ 
lation below which shows household equip¬ 
ment and operation expenditures rising from 
$2.8 billion in 1909 to $10.3 billion in 1941, and 
from 9.9 per cent of total consumption ex¬ 
penditures to 12.8 per cent. 



(In Million/) 

(Per Cent) 

1909 

% 2,842 

9.9 

1914 

3,081 

9.2 

1919 

6,234 

IO.3 

1925 

8,241 

11.6 

1927 

8,873 

11.9 

1929 

10,588 

13.2 

*933 

5,283 

**-4 

*937 

8,077 

12.2 

1940 

8,742 

12.4 

* 94 * 

10,297 

12.8 


The sharp rise in the relative importance of 
this group as a whole was due chiefly to the 
great expansion in the household use of con¬ 
sumers’ durable equipment that accompanied 
increased use of electricity. Between 1909 and 
1929, group outlays almost quadrupled. How¬ 
ever, there were wide variations in the per¬ 
centage increase of different components of 
the group between 1909 and 1929. 

Changes in consumption expenditures for 
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household equipment and operation from 
1929 to 1940 were also very striking, but dif¬ 
ferent in character from the 1909-1929 period, 
when extraordinary developments in produc¬ 
tion techniques were accompanied by a de¬ 
cline in the purchasing power of money, as a 
result of World War I. Consumption expendi¬ 
tures were about 12 per cent less in 1940 than 
in 1929, but expenditures for this group of 
goods and services declined by 17 per cent. 
However, omitting brokerage charges, which 
were extremely high during the stock market 
speculation of 1929, household expenditures 
declined about half as much as total consump¬ 
tion expenditures. There were again marked 
differences in the trends of components of the 
group. Expenditures for personal domestic 
service declined about 28 per cent, and for 
furniture and furnishings about 12 per cent, 
while outlays for all mechanical appliances 
rose over 19 per cent. Purchases of electrical 
appliances (excluding radios, which have not 
been classified with this group) rose more 
than 50 per cent, and of heavier electrical 
equipment about 25 per cent. 

As a result of these changes, mechanical ap¬ 
pliances and communication have bulked ever 
larger in the consumer’s household budget 
since 1909, while domestic service has become 
less important. The components of the furni¬ 
ture and furnishings group have shown vary¬ 
ing trends, with many of the items exhibiting 
a tendency toward stability after 1929. The 
importance of financial and legal expenses in- 
creased phenomenally in the late 1920 s, ant 
thereafter declined substantially. The princi¬ 
pal changes during 1909-1929 and 1929-194° 
are shown in Table 65. 


average percentage of income devoted to fur¬ 
niture, furnishings, household equipment and 
operation (exclusive of financial and legal ex¬ 
penses) reaching a peak at the S3.000-S4.000 
level. 1 * Data for 1941 show that, except for the 
lowest income group, the maximum percent¬ 
age of income spent for this group of goods 
was reached at the $2,ooo-$3,ooo income level. 13 
The difference between the figures for the two 
years is probably accounted for by the fact that 
many of the families at this income level in 
1941 were wage earners and farm families 
whose income had never before been so high 
and who were buying electrical household 
equipment for the first time. 

In 1935-1936 the highest percentage of in¬ 
come spent for furniture and furnishings alone 
was reached with incomes of $1,500-82,000, 
whereas that for household operation was at 
the S5.000-S10.000 level. The high income elas¬ 
ticity for household operation is almost en¬ 
tirely accounted for by expenditures for paid 
domestic service. Thus, families with incomes 
of St,500 to $2,000 spent an average of about 
$14 on domestic service and families with in¬ 
comes of $5,000 to Sio.ooo spent $225, or 16 
times as much. 1 * 

Urban-Rural Differences 

Data for 1935-193 6 show that at given in- 
come levels up to $4,000, nonfarm families 
spent a considerably greater percentage of in¬ 
come than did farm families for household 
equipment and operation as a whole (exclu¬ 
sive of financial and legal expenses). '1 he dif¬ 
ference was even more pronounced at higher 
income levels. At the S5.ooo-S10.ooo income 
level, urban families spent 9 3 |* r ccnt ® f ,n ‘ 
come on these items, compared with 66 per 
cent for rural nonfarm families and 4.1 per 


b. variations 

By Income Lct/el 


Family Expend,turn in the Untied States. National 
Planning Board. June i«M'. 111 jn ' 1 " 4l 


There is a marked difference in the relation¬ 
ship of expenditures for housefurnishings an* 
for household operation to income at different 
income levels. Data for i 935"*936 shoW 1 ,c 


pp. J9-40. . 

13. spending and Sat mg 
Wan,me. Bulletin No. 7*i- 


0/ the Nation's Families in 
Bureau «»f I-jU* Suii»«cs, 


**£ RcMHirccs Mannins ltoa.J. or- Tabic 7. 

p. 3 . 
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Table 65 

Consumption Outlays for Household Equipment and Operation, 

1909,1929 

AND I94O 



Annual Expenditure 

Percentage Distribution 

Class 

•909 

1929 

*940 

1909 

1929 

*940 

Total 

(In Millions ) 
$2,842 $10,588 

18,742 

xoo.o 

100.0 

xoo.o 

Furniture, furnishings and equipment 

1,386 

4,210 

3,693 

48.8 

39.8 

42.2 

Furniture — new and secondhand 

312 

*,274 

*,091 

11.0 

12.0 

*2.5 

4-5 

Floor coverings 

178 

500 

39 * 

6.3 

4-7 

China, glassware, tableware and utensils 

261 

704 

580 

9.2 

6.7 

6.6 

Furnishings and equipment 

635 

*,733 

*,631 

22.3 

16.4 

18.6 

Mechanical appliances 

*52 

804 

958 

5-3 

7.6 

ix.o 

Domestic service 

712 

*,50* 

1,081 

25* 

14.2 

* 2*4 

Communication 

*75 

865 

885 

6.2 

8.2 

I 0 .X 

Stationery, writing equipment and supplies 

64 

222 

*87 

2-3 

2.1 

2.1 

Telephone 

77 

543 

568 

2.7 

5 * 

6.5 

Telegraph and postage 

34 

100 

* 3 <> 

1.2 

1.0 

*•5 

Cleaning, repair and maintenance 

267 

83* 

802 

9.4 

7-8 

9.2 

Financial and legal expenses 

150 

2.377 

*.324 

5-3 

22.4 

*5.1 

Sources: Appendixes 6 and 7. 

Note: Discrepancies in additions are due to rounding. 







cent for farm families. 1 * Farm families 
showed remarkable stability from one income 
level to another in the percentage of income 
spent for household equipment and operation. 
Such expenditures were between 4.1 per cent 
and 4.8 per cent for all family-income levels 
frpm $500 to Si0,000. 

Expenditure data for 1941 are shown by 
"money-income classes,” i.c., without taking 
account of food produced for home use and 
of other types of nonmoncy income. They in¬ 
dicate that farm familic s spent somewhat more 
in that year on kitchen, laundry and cleaning 
equipment than nonf:-.—1 families at the same 
money-income level. *1 i.is was undoubtedly 
due in part to the increase in farm electrifica¬ 
tion. Many farm homes without electric cur¬ 
rent in 19.55-1956 had power connections by 
1941 and were able to use their relatively high 
incomes in the latter year for electric refrigera- 

15. Ibid.. Table 37, p. 49. 


tors, washing machines and vacuum cleaners, 
which they would not have bought in earlier 
periods. 

For all commodities and services in this 
group, farm consumer units (families and sin¬ 
gle persons) spent more than did city con¬ 
sumer units in 1941 up to about the $2,000 in¬ 
come level, both in dollars and as a percentage 
of money income. At higher money-income 
levels, city consumers spent much more than 
farm consumers. Expenditure as a percentage 
of money income was largest — 9.7 per cent — 
for urban families at incomes of $2,500-53,000, 
and was largest for farm families — 9.6 per 
cent — at $i,50o-$2,ooo. However, urban fami¬ 
lies with incomes over $5,000 were devoting 
8.1 per cent of their income to this group of ex¬ 
penditures, whereas above the $3,000 income 
level farm expenditures dropped sharply to 
only 4.6 per cent of income. 1 ® 

16. Spending and Soring of the Nation's Families in 
Wartime, pp. 18 and 20; Income and Spending and Sav- 
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This expenditure pattern is the same as for 
clothing. 17 Farm families save a larger propor¬ 
tion of their income than do urban families. 
Consequendy, the level of consumption of 
farm families able to save is consistently lower 
than that of urban families in the same in¬ 
come group. 

3 . War-Deferred Demand 

The six major groups of household equip¬ 
ment and operation expenditures — (1) furni¬ 
ture, furnishings and equipment, (2) me¬ 
chanical appliances, (3) domestic service, (4) 
communication, (5) cleaning, repair and main¬ 
tenance, and (6) financial and legal —fall into 
three separate and distinct categories in rela¬ 
tion to the probable nature and volume of war- 
deferred demand. 


a. domestic service, communication, clean¬ 
ing AND FINANCIAL EXPENSES 

Domestic service, communication, cleaning, 
repair and maintenance, and financial and 
legal expenses have probably accumulated only 
a small amount of deferred demand because of 
the nature and purpose of these expenditures. 
Almost nine tenths of the expenditures for 
these groups arc for services, which for the 
most part are not postponablc. 

There may have been a substantial “de¬ 
ferred demand” for divorces arising from the 
fact that many hasty war marriages turned 
out badly. Other litigation may also have 
been deferred because of service of one or 
both of the litigants in the armed forces. How 
large this deferred demand for legal services 
was, is impossible to estimate, but it could nr* 
have much effect on the volume of expendi¬ 
tures for household equipment and operation 
as a whole because legal charges arc a small 
proportion of the total. 

Perhaps the shortage of domestic help dur¬ 
ing the war, coupled with the fact that so mans 
women were employed, created a small bac c- 

'»g of City Families in Wartime. Bulletin No. 7 *4» ,lu ‘ 

rcau of Labor Sututic*, 194 PP- N. >5- . , , ■ 

17. See Chapter 7. *ect«on ab, for di*cu*»H»n of clotht g 
expenditure* by income level*. 


log” of house cleaning, but expenditures of 
this sort can hardly be important. The pressure 
on telephone and telegraph facilities evident 
during the period of demobilization can per¬ 
haps be regarded as deferred demand. Beyond 
this there will be virtually no deferred demand 
for postage, telephone and telegraph services, 
except as new telephone installations are made 
that were impossible during the war because 
of shortages of instruments or switchboard fa¬ 
cilities. The increased consumer expenditures 
from the use of such new installations will be 
no more than a very small portion of total 
household expenditures. 

As for the small proportion of commodities 
included in this subgroup, most of them arc 
perishable. Where shortages have occurred, 
their functions have simply not been per¬ 
formed. Where normal consumer inventories 
have been depicted, these arc probably being 
rebuilt. However, consumer demand for clean¬ 
ing and polishing preparations and for sta¬ 
tionery and writing supplies was pretty well 
satisfied during the war, although there were 
shortages of some products. 


b. MECHANICAL APPLIANCES 

The situation in the mechanical appliances 
subgroup was just the opposite. The industries 
making these products were among the first 
to be converted to war production, and output 
of mechanical appliances for household use, 
except for some stoves and ranges, nonme¬ 
chanical iceboxes and electric irons, was at al¬ 
most a complete standstill after early 1942. 
Sales in 1942 came partly out of production in 
the early months of that year and partly out 
of accumulated inventory. By the third quar¬ 
ter of 1942, it was very difficult to find the 
larger types of household mechanical appli¬ 
ances on the market. 1 

18. For example, production of willing machines wa* 
, . „n W iv 16 194} by WI’B Limitation Order L-6. 
popped on , oW . Mechanical re- 

), vel* except by certificate. Stove* and range* were ra- 
» rLr <b.r. KW..K .C!.««*"-» W.K JiOHjrf 
(loin 1 he Bureau of |jbor S.at.ctic* Cost of Living Index 
,.n June is. .94*: R« refrigerator* were progros.vely 
f-n June , 5 . .94-* * March ,5. .943. a* stock* 
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Thus, 3,552,000 electric refrigerators were 
sold in 1941, but only 520,000 in 1942; 1,892,- 
435 electric washing machines in 1941 and 
448,501 in 1942; 1,710,000 vacuum cleaners in 
194X, but only 600,000 in 1942; 737413 electric 
ranges in 1941 and 225,000 in 1942.*® To find 
equally low sales volumes, it is necessary to go 
back to 1927 for refrigerators, to 1922 for wash¬ 
ing machines, to 1933 for vacuum cleaners and 
to *935 f° r electric ranges. Over 5.5 million 
irons were sold in 1941, and over 3.5 million in 
every year from 1934 to 1941. 

Probable Magnitude 

Deferred demand will come from two dif¬ 
ferent sources — replacements and first pur¬ 
chases. Household appliances are unusual in 
the durable goods field in that, because of their 
comparative youth, first purchases would be a 
somewhat more important factor than replace¬ 
ment for some years to come, under normal 
market conditions. 50 

There is a wide variation in the number of 
each of these appliances available in house¬ 
holds and a corresponding difference in the 
relative possibilities of first sale and replace¬ 
ment sale. Far more electric irons are in use 
than any other household appliance, except 
radios. There arc also a number of significant 
differences in the percentage of the total num¬ 
ber of appliances more than five years old. 
Thus, 89 per cent of sewing machines arc in 
this category, reflecting a relatively high life 
expectancy as well as the fact that many sew¬ 
ing machines have found their way to the attic 
with the widespread acceptance of factory- 
made clothing. However, 60 per cent or more 
of many of the less durable types of household 
appliances — toasters, irons, fans, vacuum 

became exhausted in 30 of the 34 cities covered; washing 
machines from June 15. 1942 to September 15. 1942 "as 
stocks have been exhausted in all of the 34 cities,'* etc. (Sec 
Monthly Ijihor Review, July 1943.) 

19. The Eleefrie Ught and rower Industry in the 
United States, 1^42. Edison Electric Institute, p. 33. Sales 
relate to manufacturers* level, so that dilTcrenccs between 
1941 and 1942 exaggerate differences in sales at retail 
level. 

20. The Etlison Electric Institute estimates that only 40 
per cent of 1941 vile* were for replacements. Ibid.. 1941. 

P- 33 - 
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cleaners — arc also five or more years old. On 
the whole, there is still probably a very large 
replacement requirement for all types of 
equipment. (See Table 66.) 


Table 66 

Number and Age op Household Appliances 
and Equipment in 1944 


Equipment 

Estimated 
Number in 
Households 

Per Cent 
Five or More 
Years Old 

{In Thousands) 


Sewing machines 

23,664 

89.1 

Cooking stoves — wood 

"> 7*5 

74.6 

Vacuum cleaners 

16,770 

73.2 

Washing machines 

18,626 

72.I 

Cooking stoves — gas 

20,305 

67.7 

Mechanical refrigerators 

21,132 

6 3-4 

Electric irons 

32,939 

62.8 

Electric fans 

* 3.929 

62.5 

Heating stoves — electric 

11,187 

59-5 

Cooking stoves — electric 

3.543 

59-3 

Cooking stoves — oil 

6,217 

58.8 

Electric toasters 

22,152 

57.8 

Heating stoves — wood 

13,102 

57-5 

Heating stoves — gas 

8,648 

49.2 

Heating stoves — oil 

3.618 

49 * 

Water heaters — gas 

9.492 

• 

Water heaters — electric 

1,203 

• 

Water heaters — oil 

894 

• 

Water heaters — wood 

2.432 


Hot air furnaces 

7,161 

• 

Hot water boilers 

3,418 

■ 

Oil burners 

*. 57 * 



Source: "Third Survey of Consumer Requirements," Of¬ 
fice of Civilian Requirements, War Production Board 
press release. July 25, 1944, p. 4. 
a. No data. 

The useful life of any given durable good is 
highly elastic. The volume of expenditure for 
replacement of household durables is, there¬ 
fore, related not only to the age, wear, style 
change, improvement of models or increased 
cost of maintenance of the product, but also to 
the savings, current income and prospective in¬ 
come of the family. It is savings and income 
prospects that also largely determine initial 
expenditure and account for the well-known 
tendency of durable goods sales to reach great 
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peaks in prosperity and deep lows in depres¬ 


sion, 


A large portion of the “deferred" demand 
for such appliances will “evaporate" if eco¬ 
nomic conditions arc bad and employment 
prospects unpromising, or if individual items 
arc “priced out of the market.” If this happens, 
people will tend to husband accumulated war 
savings. Deferred demand is merely "poten¬ 
tial” until it is translated into sales. 

Nevertheless, it is highly probable that con¬ 
sumers will actually attempt to satisfy a very 
large portion of this deferred demand before 
the end of the decade. Appliances have a very 
high appeal to American consumers, both in¬ 
trinsically and in competition with other 
goods. Crudely estimated, deferred demand 
for mechanical appliances at the end of the 
war (over and above "nondeferred" current 
demand) would amount to about Si.5 billion, 
in 1940 prices. 

This estimate was arrived at as follows. It 
was first assumed that for this purpose actual 
expenditures in 1940 could be taken as a rea¬ 
sonable — if not conservative — approxima¬ 
tion of what consumers would have purchased 
each year from 1942 through 1945 >n 3 free 
market. Then deferred demand was estimated 
by deducting from this total: (a) actual pur¬ 
chases in these four years (largely estimated); 
(b) an allowance for anticipatory buying in 
1941; and (c) a substantial allowance for the 
"leakages" which will stem largely from 
changes in income and uncertainties concern¬ 
ing the future. Although $1.5 billion may seem 
conservative, it is probably what we may ex¬ 
pect in view of the uncertainties of translating 
potential into actual demand. 21 

»«. The numerical details of this estimate are as fol¬ 
lows. Expenditures for 1940 of $960 million were used as 
dwbase. For the four years from 194a through 194S. « oUl 
demand on this basis would amount to $3,840,000,000. 
This approach yields a smaller figure than one basc-l o" 
fa relationship between income in these years and <ie- 
mand in a free market with no restrictions on supply. I*- 
»Pite this, experience in 1940 (an extremely good year lor 
ules of such appliances) is believed to be the better !»■»'* 
for estimating deferred demand during the war years l<e- 
Q use of heavy taxation and other factors in the war situa¬ 
tion. 

1« is estimated that consumers spent for mechanical 
•Ppliances roughly $1,824,000,000 from 1941 «° ,hc end 


This deferred demand represents 58 per cent 
more than 1940 sales and 19 per cent more than 
1941 sales (in 1941 dollars). It represents as 
many as 4.3 million electric refrigerators, over 
2 million washing machines and a similar 
number of vacuum cleaners, when the in¬ 
crease of 58 per cent is applied to 1940 unit 
sales.* 1 It seems highly probable, therefore, 
that deferred demand will not be fully satis¬ 
fied for several years, even if we have steady 
employment at a high level, increased capital 
investment by established manufacturers and 
new producers coming into the field.*’ The 
longer it takes to satisfy this deferred demand, 
the more “leakage” will occur and the more 
difficult it will be to distinguish it from normal 
demand. 

Other Estimates 

An interesting and suggestive evaluation of 
consumer demand may be found in the results 

of 1945. First, combined sales in 1941 and * 94 * 
jbout twice as great as in I 94 «. when allowance is made 
forpricc increases. (Sec Will,am H. Shaw ,n Survey 
of Current Butmeit. June 1944 . P- 9 -> Assuming that a 
substantial port,on of i 9 4 « buying was anticipatory, we 
conclude that on net there was relatively little unsatisfied 
demand in .942* For > 945 . we assume that one ha o 
demand was sausfied. leaving an unsatisfied demand o 
S4V. million ($960 million divided by two) for that 
scar. For 194 3 ami 1944 combined, sve assume that one 
fifth of demand, or $3*4 million, svas satisfied (out o 
wh.iuser inventories were still available at the end of 
194*. plus production of stoves and ranges during these 
Jars— see Du,men Week. May 27. > 944 ) leaving four 
iifihs or Si A t6.non.oon. unvitisfied. 

Total deferral demand on this basis, therefore, amounts 
.0 S2.016.000.000 (i.c., half of 1945 demand and four 
fifths of 1943 and 1944 demand). But to obtain the final 

“ m’!?n .0 .l.lccl <1—1 » i' 

■1 nr fourth of the Sa.oi6.ooo.ooo. or $504 million. 1.arbi¬ 
trarily deducted for the "leakages discussed above in the 
, t *t leaving Si.512.000.000 (in 1940 prices) as total de¬ 
ferred demand at the end of 1945 - This, of course is over 
and above current demand in postwar years, as «ich (al¬ 
though statistical segregation of the two components of 
postwar demand will be an intricate !«««")•. 

22 That is. 158 P« of the 2.7 million electric re 
frigerators actually sold in .940 equals estimatal deferred 
demand of 4 3 million units, on the assumption that all 
appliances in this group have deferred demand of 158 per 

^ftS^SSber , 943 . P- "*!*«■ 

• ( ,r men can hardly wail to get into the game again, and 
talk of barreling up to more than four million units the 
fi.st full year after the war and then leveling oil to a 
steady 2.500.000 or so annually. Since most of .hem are 
no, men ,0 up tlieir lian.ls ,0 newcomers, one may deduce 
Uu,TyVc. if anylhinR.. deliberately kept U.c.r 
mates a, a conservative level. 
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Table 67 

Families Who Said They Would Buy Durable Goods and Appliances in 1944 

Ip All Were Readily Available 


Total Who Would Buy 



Number of Respondents* 

Estimated US. 

Number 



1 

1 

Would Buy 

Total, First and 

of Re¬ 

Estimated 

Equipment 

First 

Second 

Second Purchases 

spondents* 

US. Total 

Washing machines 

337 

*34 

3 . 935.676 

5 *o 

4,261,560 

Electric irons 

3 ” 

116 

3,568,012 

48 * 

4,019,236 

Mechanical refrigerators 

3°4 

**3 

3 . 484.452 

458 

3,827,048 

Cooking stoves 

235 

99 

2 , 709 . 9<>4 

379 

3,166,924 

Gas 

9 2 

5 ° 

1,186,552 

*59 

1,328,604 

Oil 

58 

*4 

601,632 

80 

668,480 

Wood or coal 

5 6 

*5 

593.276 

81 

676,836 

Electric 

29 

20 

409,444 

59 

493,004 

Electric toasters 

*95 

90 

2,381,460 

383 

3,200,348 

Radios 

*54 

89 

2,030,508 

32 * 

2,682,276 

Vacuum cleaners 

140 

76 

1,804,896 

286 

2,389,816 

Sewing machines 

128 

89 

*, 813,252 

278 

2,322,968 

Heating stoves 

Gas 

7 * 

*3 

34 

10 

885,736 

192,188 

133.696 

*47 

35 

1,228,326 

292,460 

Oil 

7 

9 

26 

217,250 

Wood or coal 

43 

*3 

467.936 

7 e 

584.920 

Portable electric 

9 

2 

91,916 

l6 

133,696 

Electric fans 

67 

64 

*,094,636 

*78 

1,487,368 

Water heaters 

48 

*9 

559.852 

93 

777,108 

Gas 

24 

5 

242,324 

40 

334.240 

Oil 

1 

3 

33.424 

5 

4 *.780 

Wood or coal 

9 

6 

* 25,340 

*7 

142,052 

Electric 

14 

5 

158,764 

3 * 

259,036 


Source: War Production Hoard press release, June 1, « 9 - 44 - 
a. Of the 4,488 households interviewed. 


of the WPB OfTicc of Civilian Requirements 
third nation-wide survey of consumer require¬ 
ments, covering prospective demand for me¬ 
chanical appliances and new housing, which 
was conducted in April 1944.'* These estimates 
are based on replies to the question: “If they 
were available which one or more of appli¬ 
ances listed would you buy?" 

24. "Third Survey of Consumer Requirements." Office 
of Civilian Requirements, War Production Hoard press re¬ 
lease, July 25, 1944. A total of 4,488 households were in¬ 
terviewed. 


Of special interest is the tremendous de¬ 
mand reported for washing machines — 4.3 
million units as compared with 1.5 million in 
1940 and 1.9 million in 1941. This is probably 
largely the result of wartime difficulties in ob¬ 
taining commercial laundry and domestic serv¬ 
ices, and it may not materialize as laundry 
service improves and more domestic help be¬ 
comes available. Similarly, the demand re¬ 
ported for sewing machines is also far above 
prewar sales, and this, too, chiefly reflects war¬ 
time experience. 
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Demand for mechanical refrigerators was or more items right away if available said 
estimated at 3.8 million units, compared with they might actually wait a while before buy- 
sales of 2.7 million units in .940 and 3.6 mil- ing. and about half of those with such reserva- 
lion units in 1941; while demand for vacuum tions said "they might not have enough money 
cleaners was placed at 2.4 million units, as or prices might be too high 
against M miUion in .940 and ,.7 million in The WPB Office of Civilian Requirement 
,94,. The demand reported for electric irons, repeated its survey of consumer buying .n.en- 
4 million, was on the low side since sales -ions in April .945- A company.*= pro - 
amounted to 3.5 million in 1938, 5 million in peclive nauonal demand for six ma,or house- 
.939, 5.2 million in .940 and 5.6 million in hold appliances shows considerable building 

.it 1 l nn Kriwffn Aoril ioji and inc same month a 

.94.. The explanation is probably that die P>> : for radios and vacuum 

market for electric irons ha.now Incometoa Y n* indicated demand for these two 
very large extent a replacement one. The re- c $ w>$ ^ pcr cent 

suits of the Office of C.vd,an Requirements * (han in computed with 

.944 survey are shown in Table 67 * a lhifd ter for electric irons and 

The results of this survey should be used j>o machi L. (See Table 68.) 
with some reservation as a measure of tmal a numbcr ^ respondents _ 3, per cent 
deferred demand ai the end of * 945 - T sur jn jhe survcy _ qualified their intention 
vc y was conducted in April 1944. and the ac- „ awav » by indicating possible dc- 

tual deficit proved to be much greater a year q * { lhcir ' fchasc$ for a while to wait 

later than at the time of this study. Further- ^ bcucf mo d cls> morc sca | c d family condi- 
more, the difference between potential and ^ Estimates of the number of families 

realized demand is important. The press re- ^ ma< j e no rcsC rvaiion in expressing their 
lease summarizing the survey states: intention to buy are shown in the last column 

^ . ... 1 ,k« of Table 68. A comparison of these figures 

The responses, however, indicate only the mien- , rn |,imn shows larec 

tions and attitudes of the respondents at the time with those in the second columnsi ov s g 

they were interviewed and therefore do not re- disparities, especially in the case ot sewing 
fleet the size of the potential market under condi- mac hi n cs, mechanical refrigerators and radios, 
tions which will prevail when the various items ^ which prospective consumers were appar- 
covered arc actually back in quantity prcxlucuon. willing to wait than for vacuum 

... In estimating the total active demand from cntiy more “ * irons . 

the survey results, the most realistic figure is prob- cleaners^ was u g * United 

ably the total of first and second choices for each The Chamber of Commerce of the Unit 
item rather than the total number who say that 5, alcs conducted a survey similar to that 01 
they would buy if the item were available. . . • ^ q,|-, cc G f Civilian Requirements. The 

Even on the first choices a considerable number o Progress Report of this survey covered 

the respondents indicated that they had some « » . IO ,, and the results 

ervation about their buying intentions and it is the ,»cr,od July-August i 9 4 h and1 he 

. ' *• 1J '... were released in October 194V Inmates were 

based on replies to the question: “If the war 
should end tomorrow, what is the one thing 

One useful finding of .his survey w2sj.be you^"bn was 
prediction that when -"'^-ical a^l^ ^ certainly buy within six 

.hey months ~ 1- “cfiM 
per cent of the 44 per cent “who would buy one 
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improbable that many families would buy imme 
diately morc than their first and second choice 
item. . . . 
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Table 68 

Consumers’ Intentions to Purchase Six Major Household Appliances 


(National Estimates of Number of Families in Thousands) 


Appliance 

Number of Families Expressing 

Intention to Buy "Right Away" 

Number of Families 
Intending "With¬ 
out Reservation" 
to Buy "Right Away" 

April 1945 

April 1944 

April t 94 S 

Percentage In¬ 
crease Over 1944 

Mechanical refrigerators 

3.827 

5,852 

53 

3,628 

Sewing machines 

2.323 

3 » 45 * 

49 

1,967 

Vacuum cleaners 

2,390 

4,501 

88 

3,0*6 

Radios 

2,682 

5,085 

90 

3,102 

Electric irons 

4 . 0*9 

5**95 

29 

4,*04 

Washing machines 

4,262 

5.834 

37 

4,*42 


Source: "Consumers' Intentions to Purchase Household Series D, No. 6, September 28, 1945 (based on "Fourth 

Appliances and Miscellaneous Household Articles." Of* Survey of Consumer Requirements," April 1945 )* 
fice of Civilian Requirements, War Production Board, 


magazine, 28 and of Sumner H. Slichter. 2 * The 
comparison of these estimates, presented in 
Table 69, shows a considerable difference 
among estimates of demand for specific prod¬ 
ucts. 

These surveys were conducted late in 1943 
and early in 1944. From that time until months 
after the end of the war, deferred demand for 
most appliances continued to pile up. More¬ 
over, the consumer interview technique does 
not distinguish between "deferred” and "nor¬ 
mal” demand at the end of the war. The great 
variation in the magnitude of the estimates 
between the agencies using the consumer in¬ 
terview technique shows the inadequacy of 
this type of estimate, as well as of the type used 
by Dr. Slichter and in the present chapter. 27 

The Chamber of Commerce converted its 

25. "Results arc bases! on the question: ’What one or 
two thing's <lo you plan to buy as soon as times arc peace¬ 
ful again?* " 

26. "These estimates are based upon past records of 
production of items whose manufacture has been largely 
suspended during the war. As a measure of the sire of the 
accumulated demand. Dr. Slichter has used a figure equal 
to twice the amount of 1940 sales." 

27. The agencies making these estimates are, of course, 
fully aware of their limitations. For example, the Chamber 
of Commerce warns: "Caution: No attempt should be 
made to interpret the data presented in this Table without 
first referring to the explanatory material which appears in 
the accompanying text." 


own estimates of unit "buying intent" into esti¬ 
mates of dollar sales. Their estimate for house¬ 
hold appliances, including radios, is about $1.2 
billion, compared to our estimate of $1.5 bil¬ 
lion, excluding radios. Their estimate for floor 
coverings and furniture is $711 million, com¬ 
pared with our very crude estimate (presented 
in the next section) of nearly $1.6 billion, 
which includes china, glassware, etc., and mis¬ 
cellaneous housefurnishings, in addition to 
floor coverings and furniture. 28 

An extremely useful analysis was made by 
the Chamber of Commerce of the "trends of 
consumers’ buying intent” as revealed in its 
three surveys of summer 1942, December 1942 
and August 1943. Buying intent for each arti¬ 
cle in these periods was expressed as a per¬ 
centage of the buying intent in December 
1942. Of particular interest is the fact that the 
"deferred” demand for floor coverings and 
furniture had apparently remained fairly 
stable after December 1942, whereas demand 
for all other durables (except perhaps stoves, 
some production of which was permitted dur- 

28. In 1940. expenditures on floor coverings and furni¬ 
ture amounted to about 40 per cent of the subgroup total 
— furniture and furnishings (including chinaware and 
tableware) — to which our estimate pertains. (See Appen¬ 
dixes 6 and 7.) 
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Table 69 

Comparative Estimates op Prospective Postwar Markets for 
Durable Consumer Goods* 

(In Millions oj Units) 


Equipment 


US. Cham¬ 
ber oj 
Commerce 


Office 0/ 

Civilian 

Requirements, 

WPB Fortune 


Sumner H. 
Sliehler 


Automobiles 
Washing machines 
Mechanical refrigerators 
Radios 

Phonographs and radio phonographs 

Vacuum cleaners 
Sewing machines 
Stoves 

Electric irons 
Electric kitchen mixers 

Electric toasters 
Electric fans 
Water heaters 
Clocks 
Waffle irons 

Heating pads 
Percolators 

Miscellaneous electrical appliances 


37 

2.1 
2.6 

2.6 

b 

M 

0.8 

1.6 

*•5 

1.1 

t 

b 

b 

b 

b 

b 

b 

b 

1.6 

i-5 

i-4 

07 

M 

b 


39 

3-5 

2.0 

b 

1.8 

1.8 

** 

3.6 

b 

2-4 

1. 

0.6 


7-4 

1.8 

3-o 

1. 


o. 


Rugs and carpets 
Linoleum 

Living room furniture 
Dining room furniture 
Bedroom furniture 
Furniture (not specified) 

S**: 0/ CS /—«■*■ «*"*» 0—* 

a. Bas«l on surveys made during late i 9 < J 

b. No data. 


11.0 
3 1 
5-2 




IO.3 


*•5 

'-I 


3-2 




7-2 

x *5 

1.8 

37 

b 

b 

b 

b 

b 

b 


ing the war years) increased greatly. (Sec 
Table 70.) These findings for furniture arc- 
consistent with our analysis in the succeeding 
section, which shows that furniture produc¬ 
tion held up very well through 1943. 

c. FURNITURE, FURNISHINGS AND EQUIPMENT 

The furniture and furnishings group occu¬ 
pies a position, so far as deferred demand is 
concerned, intermediate between mechanical 
appliances and household operations and do¬ 


mestic service. Like mechanical appliances, it 
consists mainlv of durable, anti in much 
smaller proportion, of scmidurable, goods. 
However, replacement demand is relatively 
more important - and new demand less im¬ 
portant - in the furniture and furnishings 
group than in mechanical appliances. 

During the war there was considerable pro¬ 
duction of furniture and furnishings, whereas 
the output of household utensils was drasti¬ 
cally curtailed. The amount of wood house- 
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Table 70 

Comparison of Three Surveys of Consumer 
Buying Intent in 1942 and 1943 

(Buying Intent in December 1942 ■ 106) 


Date of Survey 


Equipment 

Sum¬ 

mer 

1942 

De¬ 

cember 

1942 

August 

t 943 

People interviewed who 




would buy one or more 




major articles 

43 

100 

121 

New automobiles 

8l 

100 

142 

Washing machines 

95 

IOO 

167 

Mechanical refrigerators 

87 

IOO 

*53 

Radios 

90 

IOO 

192 

Vacuum cleaners 

86 

IOO 

*33 

Sewing machines 

Z14 

IOO 

160 

Stoves 

84 

IOO 

* *5 

Electric irons 

89 

IOO 

148 

Electric kitchen mixers 

78 

IOO 

282 

Rugs and carpets 

75 

IOO 

98 

Linoleum 

84 

IOO 

102 

Living room furniture 

88 

IOO 

IOO 

Dining room furniture 

82 

IOO 

90 

Bedroom furniture 

95 

IOO 

108 


Sourer: Surrey 0/ Contumert' Buying Intentions. U.S. 
Chamber of Commerce, October 1944. 


hold furniture shipped by furniture manufac¬ 
turers in 1943 was estimated as only about 18 
per cent lower than in IQ42. 5 ® Production in 
104? was only slightly below that in 1939, 
though far below production from 1940 to 
1942. The peak year was 1941, which was far 
higher even than 1929. It is evident that the 
industry managed to supply a considerable 
portion of replacement demand, as well as 
some new demand. 

Production of floor coverings was cut far 
more drastically. At the end of the first quar¬ 
ter of 1944, it was estimated that stores had 
only one seventh as many wool rugs as at the 
end of 1941, and about half as many as for the 
corresponding period in 1943. Rugs were be¬ 
ing produced at only one quarter of the 1941 

29. See Frank E. Scidman in Furniture Age, February 
1944. Estimates made by Seidman and Scidman, account* 
ants for the furniture industry. 


rate. Consequently, manufacturers estimated 
that, assuming an immediate end of the war, 
it would take at least two years to rebuild retail 
inventories, with reconversion to full rug pro¬ 
duction requiring about five months. 80 Other 
soft wares — sheets, blankets, etc. — were far 
from plentiful. However, in the winter of 1944 
wool supplies increased and all-wool blankets 
began to appear again on retailers’ shelves. 

Because of the paucity of available data, an 
estimate of deferred demand for this group is 
hazardous. 81 However, on the basis of assump¬ 
tions similar to those used for mechanical ap¬ 
pliances, $1,662,000,000, or 45 per cent of 1940 
expenditures, is estimated as the deferred de¬ 
mand for furniture and furnishings at the end 
of 1945.” This estimate is presented to give 
some indication of the magnitudes involved, 
rather than as an accurate forecast. 

A man close to the industry stated that "it 
should take a number of years of high produc¬ 
tion before the war-created vacuum of house¬ 
hold furnishing needs has been filled.” 88 He 
added that this demand would tax the facili¬ 
ties of the industry, but that reconversion from 
war to civilian production would not be diffi¬ 
cult because much the same equipment was 

30. Joseph D. Kelly in the Wall Street Journal. March 
29. *944. 

31. Note, however, that the Survey oj Current Burinest, 
April 1944. P- 8 , estimates consumer expenditures for 
furniture, furnishings and household equipment in 1939 
dollars, as follows: 

{Billiont of 1939 Dollars) 

*939 — 3-0 194a —3.3 

1940 — 3.3 i 943 _-2. 9 

1941—4.0 

These figures from 1941 on must be accepted with reserva¬ 
tion, however, as no data were available to the Department 
of Commerce on increases in prices of high-grade furniture, 
or on uptrading. 

32. If it is assumed that the demand deferred was neg¬ 
ligible in 194a (see William H. Shaw, Survey of Current 
Business. June 1944 . P- 9 : his figures are in current dol¬ 
lars) and that, at most, one fifth of potential demand will 
not have been satisfied from 1943 through 1945, and if it 
is further assumed that, for the purpose of measuring de¬ 
ferred demand, sales in 1940 are a fair evaluation of con¬ 
sumer demand in these war years, then the total deferred 
demand would amount to $2,216,000,000 (3693 X 3 )- 

5 

Deducting one fourth of this for "leakage” (as in the case 
of mechanical appliances), the estimate becomes $1,662.- 
000.000 (2216 X !«). which is equal to 45 per cent of 
1940 expenditures. 

33. Sec Frank E. Scidman, loc. cit. 
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used for the goods produced for the armed 
forces as for civilians. 

The trade journals, in predicting heavy post¬ 
war demand for household equipment and 
furnishings, stressed not only the “vacuum” in 
supply created by the war, but also a closely 
associated postwar housing boom, an acceler¬ 
ated marriage rate and the establishment of 
homes by many returning servicemen. 

4. Estimated Demand in 1950 and i960 84 
With the passage of time, total expenditures 
for household equipment and operation have 
increased in importance in the consumer s 
budget. There is every likelihood that the fu¬ 
ture position of the group will be well main¬ 
tained in the face of increasing competition for 
the family dollar. 

In the first place, the mere increase in aver¬ 
age family income postulated by this survey 
will tend to increase slightly the relative ex¬ 
penditures for this group of goods and serv¬ 
ices, as it has in the past. 

Second, a considerable extension of rural 
electrification is expected during the period up 
to i960, and beyond. Relatively large expendi¬ 
tures by farm families for kitchen, laundry and 
cleaning equipment will result if the electrifi¬ 
cation program is carried out, and if farm in¬ 
comes reach the levels indicated by the as¬ 
sumptions of this survey. 

Third, if the assumed opportunities for in¬ 
dustrial employment arc realized, continued 
migration from farms to urban communities 
will take place. Since migration is not likely 
to occur unless increased money income is an¬ 
ticipated as a result of the shift, moving to .in 
urban community will probably involve ac¬ 
quisition of new furniture and equipment as 
part of the transfer process. Moreover, ex¬ 
penditures of farm families on furnishings and 
home equipment barely increase at incomes 
over $2,750, while expenditures of nonfarm 

34. See Chapter «. *«tion 5. for a full statement of the 
utumptions as to population, national income, consume 
expenditure*, etc., on which the estimates for 1950 •J* 
« 9 <*> arc based. See Appendix 9 for description o! mem- 
°d* used in estimating consumption expenditures. 
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families do increase at higher income levels. 
Thus, rural-urban migration, as well as rural 
electrification, would help consumer expendi¬ 
tures for household equipment and operation 
to keep pace with increases in consumer in¬ 
comes. 

Fourth, the decline in the size of the family 
is expected to continue, so that the number of 
households will increase faster than popula¬ 
tion. It is difficult to evaluate the effect of this 
on expenditures for housefurnishings and 
household operation. More housing units will 
be furnished than would be the case if popu¬ 
lation and number of families increased at the 
same rate, but fewer persons per family may 
mean a smaller number of rooms per dwell¬ 
ing to be furnished. 

If the “fixed" demand consists of a kitchen, 
bathroom, dinette or dining room, and living 
room, and every family furnishes such rooms, 
and if the “variable" part consists of bedrooms, 
then the decrease in family size would mean an 
increase in over-all expenditure. The number 
of bedrooms would be about the same on any 
reasonable assumption of average family size; 
whereas the increased number of families for a 
given population would result in an increase 
in the total number of "fixed'' rooms. Further¬ 
more, on the assumption of a high level of in¬ 
come and employment, there would be less 
forced doubling up of families. 

Finally, the annual demand for new housing 
in the 1946-1960 period, as estimated in Chap¬ 
ter 8, would be at a far higher level than 
during the depressed i93o's. These estimates 
show an estimated number of units 14 per 
cent higher than in the peak prewar year. 
After all new families arc taken care of. some 
600.000 units would be built each year lor re¬ 
placement purposes a radical departure 
from the record of the past. This would be a 
factor tending to increase - or at least main¬ 
tain - the proportion of income spent on fur¬ 
niture and furnishings. Moving from an old 
house to a new one is a powerful incentive for 
replacing old equipment, particularly furm- 
turc, floor coverings, curtains, etc. 
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Table 71 

Estimated Expenditures por Household Equipment and Operation in 1950 

and i960 Compared With 1940 


Percentage 0/ Total 

Annual Expenditures Consumption Expenditures 


Class 

1940 

• 9 So 

i960 

1940 

19So 

i960 


(In Millions ) 




Total 

$ 8,742 

$11,405 

$13,240 

12*4 

13-0 

130 

Furniture, furnishings and equipment 

3.^93 

4,895 

5.730 

5-2 

5.6 

5.6 

Furniture 

1,091 

x » 55 ° 

1,850 

*•5 

1.8 

1.8 

Floor coverings 

39 * 

500 

600 

.6 

.6 

.6 

China, glassware, tableware and utensils 

580 

695 

780 

.8 

.8 

.8 

Furnishings and equipment 

1,631 

2,150 

2,500 

2-3 

2.4 

25 

Mechanical appliances 

958 

1,400 

1,760 

1.4 

s.6 

*•7 

Domestic service 

1,081 

1,440 

1,670 

»-5 

1.6 

1.6 

Communication 

885 

1,095 

1,250 

*•3 

1.2 

1 . 2 . 

Cleaning, repair and maintenance 

802 

1,050 

1,210 

1.1 

1.2 

1.2 

Cleaning and polishing preparations 

385 

505 

5 8 5 

•5 

.6 

.6 

Services 

4*7 

545 

625 

.6 

.6 

.6 

Financial and legal expenses 

*.324 

*.525 

1,620 

*•9 

*•7 

1.6 


Sources: Appendixes 6 and 7. 

Note: Slight discrepancies in additions arc due to rounding. 


Although the proportion of consumers’ in¬ 
come devoted to the household equipment and 
operation group as a whole is not likely to de¬ 
crease, its components may show divergent 
trends. Consequently, future expenditures for 
each of ten components were estimated sepa¬ 
rately and then combined to obtain the group 
estimate. The general method was to project 
past trends and the relationship found to exist 
in the past between each component and dis¬ 
posable income (both in current dollars). Por 
some of the components certain modifications 
were made in the procedure without depart¬ 
ing from its main outline. The estimates arc 
shown in Table 71. 

a. domestic service 

The proportion of consumer expenditures 
devoted to domestic service has declined for 
many years, due largely, no doubt, to the in¬ 
ability of householders to compete with the 


increasing number of employment opportuni¬ 
ties open to women. In the short run, domestic 
service expenditures appear to increase or de¬ 
crease proportionately with changes in con¬ 
sumers' incomes. However, a sharp decline in 
the ratio occurred during the depression, but, 
in spite of an increase in incomes, only a slight 
increase had taken place by 1940. 

It appears, then, that two conflicting tenden¬ 
cies will afTect expenditures for household help 
in 1950 and i960, with the high levels of em¬ 
ployment and income assumed for those years. 
A larger proportion of families will be in the 
income brackets that would ordinarily employ 
domestic service, while the number of women 
willing to work as domestic servants at the 
wages per hour offered in 1940 will be smaller 
than in that year, when there was still con¬ 
siderable unemployment. Under such condi¬ 
tions, the total estimated expenditure for do¬ 
mestic service in 1950 and i960 may be paid to 
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about the same number of domestic workers 
as were employed in 1940, but at much higher 
wage rates; or the number of persons working 
as domestic servants may increase, but they 
may work shorter hours and under better 
working conditions than in the past. 

Probably, with high-level employment and 
increased family incomes, higher wage rates 
will be paid to household help, which will tend 
to arrest the long-term decline in the impor¬ 
tance of consumer expenditures for domestic 
service. Consequently, the average relationship 
or ratio of domestic service expenditures to 
disposable income during the period 1933- 
1940 was projected into the postwar period. 
This yielded over Si.4 billion in 1950 and 
nearly $1.7 billion in i960, compared with 
about $i.x billion in 1940, or increases of 33 per 
cent for 1950 and 54 per cent for i960. These 
estimates represent a slight increase in the im¬ 
portance of domestic service expenditures, as 
shown in Table 71.** 

b. MECHANICAL APPLIANCES 

Mechanical household appliances have be¬ 
come steadily more important among con¬ 
sumption expenditures. During the 1920 s, 
demand for these products increased at the 
high rate characteristic of new products. Al¬ 
though sales of mechanical appliances contin¬ 
ued to rise rapidly during the i93o's, the rate 
of increase was less than in the previous dec¬ 
ade. In fact, sales of some appliances, notably 
vacuum cleaners, actually declined in the 
>930’s. 

Nevertheless, there has been no slackcn- 
* ing in the rate at which mechanical appliances 
as a whole have increased in importance in 
total consumption expenditures. On the con¬ 
trary, there has been an acceleration. 
Consequently, the postwar projections were 

. 33 - The yean prior to 1933 wcrc 001 u»c.i m «»* f 1 ” 1 *’ 
»u. in order to avoid projcctinK the 'harp decline in in* 
ratio that occurred during the deprcanon. Similarly »»•• 
yean 1941 am ] , 942 wcre n „t U ie*l in order n«»t t«> pr-;-vi 
the decline in the ratio that occurred because of the ah"" * 
opportunities for women in factory employment in 
|}*«« y«r*. Estimates based on the period « 93 *-' 94 i 
«•» billion in 1950 and $1.3 billion in 19^"- 


based on a continuation of long-term trends 
and on the average relationship between con¬ 
sumption expenditures for mechanical appli¬ 
ances and disposable income in the 1919-1941 
period, adjusted upward to reflect their accel¬ 
erated importance. This resulted in estimated 
expenditures of $1.4 billion in 1950 and $1.8 
billion in i960, compared with $958 million for 
1940, or increases of 46 and 84 per cent, respec¬ 
tively. (See Table 71.) These estimates, which 
arc considerably greater relatively than the in¬ 
crease in disposable income, indicate that as 
late as i960 purchases of mechanical household 
appliances will still be expanding more rap¬ 
idly than consumers’ incomes. 

Some, however, question whether expendi¬ 
tures for these appliances will continue to in¬ 
crease in importance until i960, and maintain 
they may even begin to decline both relatively 
and absolutely before then. As with other con¬ 
sumer durables, the original sales market will 
sooner or later tend to become saturated and 
sales will be more and more for replacement 
purposes. Because these appliances can be used 
for 5,10 or even 15 years, the potential demand 
in any year is less when it is substantially for 
replacement than when it is largely for pro¬ 
spective new users. In view of the already wide¬ 
spread household ownership of such appli¬ 
ances, is it likely that demand will continue to 
expand to i960? 

Electric refrigerators may be used as an ex¬ 
ample. If it is assumed that by i960 sales will 
have increased as much as for the entire group 
of appliances - 84 per cent - then the number 
sold will increase from 2.7 million units in 1940 
10 about 5 million in i960. This number ap- 
jiears very large when compared with 3.6 mil¬ 
lion units sold in 1941, when sales reached an 
all-time high, and it assumes no decline in 
average price per unit. If the very extreme as¬ 
sumption is made that 40 million of the 44 mil¬ 
lion dwelling units estimated as occupied in 
1 ,/*> will have mechanical refrigerators, and if 
it is further assumed that 1.3 million new 
dwelling units will be built in that ycar s0 and 

36. See Chapter 8. section jb an.1 Table 57 - 
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Table 72 

Estimated Sales of Selected Household Electrical Appliances Compared 
With Replacement Demand, i960 


(Sales in Thousands of Units) 


Electrical Appliance 

V nit Sales 
in 1940* 

Estimated Unit 

Sales in i960 
(1940 sales X t-84) 

Years of 
Approximate 
Life Ex¬ 
pectancy 

Replacement 
Demand in i960 
on Assumption of 

40 Million Units in Ute 

Refrigerators 

2 » 7>9 

5,003 

i 5 b 

2,667 

Washing machines 

>.457 

2,681 

*3 

3.077 

Vacuum cleaners 

i »385 

2,548 

10 

4,000 

Flat irons 

5 »> 7 * 

9 . 5>5 

8 

5,000 


a. A* estimated by Edison Electric Institute. mortal. Even if many people keep theirs twelve or thirteen 

b. But cf. Fortune. December 1943. P- *61: “By 1946 years, others will be sold new refrigerators, as they have 
. . . there may be two million or more replacement sales been sold new autos, before the old ones are worn out 
annually. For about two million household refrigerators . . . this may create a sizeable, used-refrigerator prob- 
will annually reach the age of ten, generally regarded as lem ..." 


that each will have a mechanical refrigerator, 
then 3.7 million refrigerators (5 million minus 
1.3 million) will have to be purchased for re¬ 
placement purposes, and replacement of 40 
million refrigerators at this rate would mean a 
life expectancy of only 10.8 years per refrigera¬ 
tor, whereas the life expectancy of refrigera¬ 
tors built just before the war was estimated at 
15 years. 

On this basis, replacement would amount to 
only 2.7 million units in i960, even if construc¬ 
tion were not improved so as to provide greater 
longevity. Total demand would thus be only 
4 million units, or a million less than the de¬ 
mand estimated above. However, we do not 
know how long consumers will refrain from 
buying refrigerators of the latest designs if 
they arc confident of employment and high 
incomes. They may hold them for the full life 
expectancy; but they may well buy new ones 
even though the units they own arc still able to 
render useful service. The disposal of trade-in 
refrigerators under these circumstances may 
become an even more vexing problem to the 
trade than in the late 1930's. 

Our estimates of total demand for four elec¬ 
trical appliances in i960 arc compared in Table 
72 with replacement demand estimated on 


the basis of ownership of these appliances by 
40 million households. Unit sales in i960 have 
been estimated by assuming that sales for each 
article from 1940 to i960 increased at the 
same rate as did the entire group, or by 84 per 
cent. The life expectancies arc approximate, 
and may be subject to considerable error. As in 
the case of refrigerators, it has been assumed 
that the market for the other appliances will 
be about 90 per cent “saturated” by i960. 

For each of these appliances, some new de¬ 
mand, such as will result from the formation 
of new families, will appear in i960. But even 
allowing for this, it appears that demand for 
refrigerators and irons is overestimated while 
that for washing machines and vacuum clean¬ 
ers is underestimated* 7 by using a uniform 
factor for all four appliances. Moreover, the 
assumption that every dwelling will have a 
washing machine is undoubtedly contrary to 
fact. Many small families without children 
who are well served by commercial laundries 
will not want washing machines. Allowing for 

37. It should be noted that unit demand for these indi¬ 
vidual appliances has Been estimated on the basis of sim¬ 
plified assumptions, and that the purpose of this analysis 
i' to inquire into the reasonableness of the over-all estimate 
for all intervening years from 1950 to i960. These four 
appliances represent only about half of the 194° value of 
the group as a whole. 
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the wide range in the prices of these four arti¬ 
cles, their combined dollar demand has been 
somewhat overestimated. However, a compen¬ 
sating factor (in addition to replacement be¬ 
fore the end of useful life) is the still largely 
untapped market for electric stoves and ranges, 
and for some miscellaneous appliances. Even 
by i960, sales to new users of these appliances 
are still likely to be of some importance. 

Nevertheless, it is likely that some new prod¬ 
ucts will have to be developed if the estimates 
presented in this chapter are to be realized 
year in and year out. Household storage freez¬ 
ers were developed shortly before the war, and 
air conditioning units for individual rooms 
were increasing in popularity. Other develop¬ 
ments are almost certain to occur. Conse¬ 
quently, the dollar estimates for all types of 
mechanical appliances combined do not ap¬ 
pear overly optimistic. 

C. PURNITURE, FURNISHINGS AND EQUIPMENT 

About one fourth of the furniture and fur¬ 
nishings subgroup (shown in Table 71) con¬ 
sists of scmidurablc housefurnishings and dry 
goods and notions. The remaining three 
fourths consists of durable goods, some of 
which, e.g., bedroom furniture, have an ex¬ 
tremely high life expectancy, even for durable 
goods. Since demand by new users is less im¬ 
portant than replacement demand, which 
characteristically is readily postponablc in de¬ 
pression, consumption expenditures for furni¬ 
ture and furnishings tend to increase at a some¬ 
what higher rate than incomes in periods of 
prosperity. The postwar estimates were based 
on long-term trends and on the average past 
relationships of consumption expenditures for 
each of the four components of the furniture 
and furnishings group (furniture; floor cover¬ 
ings; china, glassware, tableware and utensils; 
and furnishings and equipment) to disposable 
income. This indicates expenditures for the 
group as a whole of about $4-9 billion in « 95 ° 
and $5.7 billion in 1960, compared with $ 3-7 
billion in 1940, or increases of 33 and 55 per 
cent, respectively. Furniture and furnishings 


would thus slightly increase their share in the 
consumer budget. 

Annual expenditures sufficiently high, at 
least, to maintain a steady ratio of furniture and 
furnishings expenditures to income are alto¬ 
gether likely under the assumptions of the sur¬ 
vey. Newly married couples, who account for 
a heavy share of such outlays, will tend to buy 
furniture of higher quality, and probably more 
articles, than in 1940. In addition, people who 
have already acquired substantial stocks will 
tend to replace many articles long before they 
are worn out by 1940 standards, because they 
want fresh surroundings or because they are 
no longer satisfied with examples of their ear¬ 
lier taste. They will also acquire articles they 
did not have before, for example, extra lamps 
and tables, and replace articles that arc pretty 
well worn out by new ones of superior quality, 
probably at a higher price. Such a shift to su¬ 
perior merchandise might eventually reduce 
the replacement rate, but this would not hap¬ 
pen before i960. 

d. OTHER HOUSEHOLD EQUIPMENT AND 
OPERATION 

The remaining items in the consumer's 
household equipment and operation budget, 
which together accounted for about S* billion 
of consumption expenditures in 1940, include 
communication; cleaning, repair and main¬ 
tenance; and financial and legal expenses. It 
is estimated that these subgroups as a whole 
will decline in relative importance in the fu¬ 
ture. 

Expenditures for communication are domi¬ 
nated by telephone outlays, which constitute 
about two thirds of the total. Although house¬ 
hold use of telephones has increased rapidly, it 
has not yet reached the saturation point. It will 
continue to supplant telegraphic communica¬ 
tion. Postage, stationery and writing supplies 
expenditures arc more likely to follow changes 
in population than in income. All in all, the 
communication group as a whole will prob¬ 
ably hardly retain its importance in the total 
consumption expenditure picture. On the basis 
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of past trends and its average relationship to 
disposable income for the 1909-1941 period, 
adjusted upward somewhat to allow for con¬ 
tinued expansion of telephone use, expendi¬ 
tures are estimated to be $1.1 billion in 1950 
and Si.3 billion in i960,compared with around 
$900 million in 1940. 

The cleaning, repair and maintenance group 
is likely to increase slightly in importance. 
Cleaning and polishing preparations and other 
helps to the housewife have increased in im¬ 
portance and are likely to continue to expand 
somewhat. Increased income will mean more 
laundry sent out and better upkeep of furni¬ 
ture and furnishings. On the basis of the 
past trends for this group and its average re¬ 
lationship to disposable income during 1909- 
1941, postwar expenditures would be $1.1 bil¬ 
lion in 1950 and $1.2 billion in i960, compared 
with $800 million in 1940. 

If financial and legal expenses follow the 
trend of the prewar decade they will decline in 
importance. Brokerage charges will undoubt¬ 
edly increase with prosperity, but speculation 
will probably be held in check well below any¬ 
thing approaching the level of the late 1920^. 
There is no reason for legal services to be 
in unduly heavy demand. High incomes, cou¬ 
pled with generally low interest rates, should 
not make for any extraordinary expansion of 
interest on personal debt. On the basis of 1932- 
1941 experience, financial and legal expenses 
arc estimated at Si.5 billion in 1950 and $1.6 
billion in i960, compared with Si.3 billion in 
1940. (Sec Table 71.) 

5. Needs for Household Equipment and 
Operation 

This analysis has thus far dealt with ex¬ 
penditures for household equipment and op¬ 
eration that may reasonably be expected if 
given income levels arc achieved in 1950 and 
i960, without any reference to the adequacy 
of these expenditures to the physical or psycho¬ 
logical needs of the population. This section 
will deal with expenditures for household 
equipment and operation on the basis of hu¬ 


man requirements and needs, irrespective of 
income. 

a. THE STANDARD 

A standard for household equipment and 
operation should provide not only for the mini¬ 
mum, simple physical needs, but for the far 
more complicated psychological and social 
ones as well. It is not enough to provide only 
the minimum physical equipment for sleep¬ 
ing and resting, for storing, preserving and 
preparing food, for washing and ironing 
clothes, for sweeping floors, etc. Such equip¬ 
ment must not be far from what is conven¬ 
tionally expected. It should permit parents and 
children to invite guests to the home without 
feelings of shame and inferiority. The family 
should be able to take advantage of the staple 
laborsaving mechanical appliances, and some 
leeway in the gratification of personal taste 
should be possible. 

Standards for household equipment and op¬ 
eration required for “decency” have much in 
common with standards for clothing; they are 
in large part a function of income level, of dis¬ 
tribution of families by income, of the techni¬ 
cal competence and the culture of the com¬ 
munity. For example, from the point of view 
of physical health, window curtains are un¬ 
necessary if there are window shades, but win¬ 
dow curtains or Venetian blinds arc necessary 
in most cases to meet American social stand¬ 
ards. 

The kinds of furniture, furnishings and 
equipment in a household affect the time re¬ 
quired to operate the household efficiently, 
that is, to meet the standards of cleanliness 
necessary for health. If the dwelling is 
equipped with a mechanical refrigerator, a 
washing machine and a vacuum cleaner, much 
less time is required to provide sanitary food 
storage, clean clothes and a clean house than if 
this equipment is lacking. If the furniture and 
furnishings owned by a family are simply de¬ 
signed and easy to clean, they may provide a 
more adequate level of living than more elabo¬ 
rate and expensive equipment that holds dust 
more tenaciously. 
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The standard suggested here has been set 
up for a family of four. Differences in family 
size are important, but considerably less so for 
household operation than for, say, clothing. 
Some kinds of household equipment — for ex¬ 
ample, mechanical appliances and living room 
and dining room suites and rugs — can be used 
for five or six individuals almost as conven¬ 
iently as for a family of four. 38 

There is no reason why the standard for 
housefurnishings should be different for farm, 
village and urban families, so far as inventory 
and replacement rates arc concerned. How¬ 
ever, the average prices paid by farm families 
at given income levels for most household fur¬ 
nishings are less than those paid by urban 
families of the same income. This may be due 
partly to lower prices, due largely to lower 
distribution costs in rural stores for compa¬ 
rable products, but probably also to the fact 
that rural consumers buy articles of lower 
quality than urban consumers. In any event, 
the difference docs not justify a lower stand¬ 
ard for farm families than for urban. 

The proposed standard is presented in detail 
in Table 73, which shows for the durable 
goods items the number of units in the inven¬ 
tory, the price per unit (in 1940 dollars), the 
original value of the inventory, the life expect¬ 
ancy of each item and the annual expenditure 
on each item. (Financial and legal expenses 
are excluded because of the obvious impossi¬ 
bility of setting standards of need for such 
outlays.) 

The original value of the inventory ot tur- 
niturc and furnishings amounts to $695. an< * 
the annual expenditure to $47-41- For mechani¬ 
cal appliances the figures arc $386.25 an 
$31.08, respectively. Average life expectancy 
(total value divided by annual expenditure) 
for the furniture and furnishings inventory 
is 14.6 years, and for mechanical appliances 
12.6 years. The annual expenditure on com¬ 
munication comes to $J2.Ko, of which te c- 


phone oudays account for $30; on cleaning, 
repair and maintenance, to $23.30. For all items 
combined, the annual expenditure is $1 34 - 59 - 
The standard is conceived as flexible in the 
sense of permitting shifts in expenditure 
among the various specified items, within the 
limits of an over-all outlay of less than $12 a 
month. 

Everyone would agree on the necessity for 
including in the inventory such necessary du¬ 
rable and semidurablc articles as living room 
suites, bedroom furniture, sheets and dishes. 
Disagreement would probably center on the 
number of units to be included in some cases 
(c.g., lamps, sheets, towels), and on the very 
inclusion of some articles, notably mechanical 
refrigerators, vacuum cleaners and washing 
machines. 

As for the number of units needed in a 
household, no data on inventory arc available, 
so the quantities represent what seems rea¬ 
sonable. An electric or gas refrigerator, a 
washing machine, a vacuum cleaner and a 
telephone, it is believed, should be included — 
even though the cost of available substitutes 
would be less — because they mean better-pre¬ 
served food, a cleaner home and much less 
drudgery than the alternatives can provide. 
(Many city families rent stoves and electric 
refrigerators with their dwellings, but there is 
no convenient way of taking account of this 
in computing the standard.) The telephone 
saves unnecessary trips, is invaluable in emer¬ 
gencies and is almost indispensable for the 
proper development of social life, especially of 
children in the teen-age group. Although per¬ 
sonal pride is often involved in the use of all 
these appliances, the lack of a telephone is per¬ 
haps most damaging to prestige.'' 

More important, in general, than the articles 
and their number is the price suggested for 
each. This is based on the average price paid 
for each of these articles by wage earners and 
lower-salaried clerical employees in large 


38. However, a large family would require a larger re¬ 
frigerator dun a small family; and replacement rates. «- 
of greater wear and tear, would probably also be 
higher with a large family. 


to. An article not included in the standard is the electric 
n (sav at S5.00) which is a blessing in hot southern 
mmers. and which many people would consider csscn- 
J. Nor is any provision made for domestic help. 
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Table 73 

Standard for Household Equipment and Operation por Family op Four 


(1940 Prices ) 


hem 

Number of 
Units in 
Inventory 

Average 

Price 

Per Unit 

Original 
Value of 
Inventory 

Life 

Expectancy 
in Years 

Annual 

Expends 

lure 

Furniture and furnishings 





A 

Living room suites — 2 pieces 

I 

% 95.OO 

$ 95-00 

20 

* 4-75 

Living room tables 

I 

6.90 

6.90 

20 

•34 

Living room chairs — upholstered 

2 . 

20.00 

4O.OO 

20 

2.00 

Bookcase-desks 

I 

x6.oo 

16.00 

20 

.80 

Lamps 

2 

3-75 

7.50 

IO 

•75 

Living room rugs — 9x12 

I 

40.00 

40.00 

IO 

4.00 

Dining room suites 

I 

98.00 

98.OO 

20 

4.90 

Bedroom suites — with twin beds, dresser 






and chest 

2 

98.00 

196.OO 

25 

7.84 

Mattresses 

4 

12.75 

51.00 

IO 

5.X0 

Bedsprings 

4 

9.25 

37.OO 

IO 

3.7° 

Pillows 

4 

x.6o 

6.40 

xo 

.64 

Sheets 

M 

1.00 

I4.OO 

7 

2.00 

Pillow eases 

10 

•30 

3-00 

7 

1 3 ‘ 

Blankets 

8 

3.50 

28.00 

10 

2.80 

Mattress pads 

4 

x.50 

6.00 

xo 

.60 

Bedroom chairs 

3 

3.00 

9.00 

20 

•45 

Towels 

16 

.40 

6.40 

5 

128 

Washcloths 

8 

.xo 

.80 

5 

.16 

Bedspreads 

4 

2.75 

XI. 00 

xo 

x.xo 

f _ 

Napkins — cotton 

12 

•*5 

3.00 

5 

.60 

Sets of dishes — for 8 

1 

11.00 

11.00 

7 

*•57 

Silverware and cutlery 

— 

6.00 

6.00 

10 

.60 

Glassware 

— 

x.oo 

x.oo 

x 

x.oo 

Total 



S693.00 

14.6 

S 47 - 4 * 

Mechanical appliances 






Stoves 

I 

$ 40.00 

S 40.00 

20 

% 2.00 

Refrigerators — electric or gas 

X 

120.00 

120.00 

*5 

8.00 

Washing machines — electric 

X 

68.00 

68.00 

12 

5.67 

Vacuum cleaners 

X 

33.00 

33.00 

12 

2.75 

Toasters — electric 

X 

*•75 

*•75 

8 

a2 

Flat irons — electric 

X 

3.50 

3.50 

8 

•44 

Miscellaneous 

— 


120.00 

10 

12.00 

Total 



$386.25 

12.6 

$ 31.08 


Communication 
Stationery etc. 
Telephone 

Postage and telegrams 


$ 1.20 
30.00 
1.60 


Total 


$ 32.80 
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Table 73 (continued) 




Annual 

Expendi¬ 

Dam 


ture 

Cleaning, repair and maintenance 

Bar soap 

Other laundry and cleaning soap 

Household paper 

Miscellaneous 


$ 3.60 
9.30 
3.60 
6.80 

Total 


$ 23.30 

Grand Total 


5*34-59 

Source: Unpublished data of the Bureau of Labor Statistic*. 

Note: Since this standard was prepared, the Cost of 
Living Division of the Bureau of Labor Statistics has made 
extensive studies of the actual buying practices of Ameri¬ 
can city families, to find out which goods and services they 

regard as essential and which arc treated as dispensable 
when incomes are reduced, or when prices nse and the 
family income remains the same. The standard given in 
this table was prepared before the Cost of Living Divi¬ 
sion’s analyses were undertaken. 


cities, with an average family income of $1,486 
per year. 40 The prices were obtained originally 
for 1934-1936 and were adjusted to 1940 levels 
on the basis of data included in the Bureau of 
Labor Statistics Cost of Living Index. 

Few figures are available on the life expect¬ 
ancies of furniture, furnishings and appli¬ 
ances, although it is universally known that 
such products have widely varying lives, quite 
apart from enormous quality differences. For 
mechanical appliances, life expectancies were 
selected after discussion with persons familiar 
with the field. Families in the higher income 
brackets would of course be expected to replace- 
some of these appliances at somewhat shorter 
intervals. For furniture and furnishings, the 
life expectancies largely represent the judg¬ 
ment of the authors, after examination of the 
statistics on the average number of such arti¬ 
cles purchased in 1934-1936 by families in the 
income group chosen as the norm. 4 ' For t »c 
miscellaneous items of household operation 
(excluding telephone), the standard expendi¬ 
tures arc also those for this same group <> 


40. See Faith M. William* and Alice C. Hanvm. A/o-rr 
Disbursement of Wage Earners and Clcrual I \og*n. 
•934-jO, Bulletin No. 638. Bureau of Labor Sumt* . 
*941. 

4*. Ibid., p. a6a. 


urban families, adjusted for price changes 

from 1934-1936 to 1940- 

The total cost of the suggested standard, 
however, is far higher than the actual expendi¬ 
tures of the families upon whose expenditures 
the standard was based. These families spent 
only $89.50 (in 194° prices), whereas expendi¬ 
tures at the standard given in Table 73 call for 
almost $135. 

The $45 difference between the actual ex¬ 
penditures (as shown in the I934“*936 survey) 
and the cost of the suggested standard is due 
mainly to the following factors: 

(1) The life expectancies assigned to the in¬ 
dividual articles arc, on the average, somewhat 
lower, and the replacement rates therefore 
somewhat higher, than was the case in 1934 “ 
1936. This adjustment was made because un¬ 
der the depression influence of the mul-1930's 
even employed wage earners were still cau¬ 
tious about replacing durable goods that had 
ceased to be of much use. 

(2) Only about 30 per cent of the families at 
this income level had any expenditure for tele¬ 
phone services (and many of these did not 
have telephones in their homes), which 
brought the average expenditure for telephone 
service per family in the entire group down to 
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$7.33. When a telephone in the home is in¬ 
cluded in the standard for all families, the ex¬ 
penditure per family is increased to $30, there¬ 
by accounting for $22.67, or about half, of the 
difference between actual and standard ex¬ 
penditures. 

(3) Similarly, the standard includes an elec¬ 
tric or gas refrigerator, an electric washing 
machine and a vacuum cleaner for every fam¬ 
ily, whereas the percentage of all families pur¬ 
chasing these commodities in 1934-1936 was 
much lower than is consistent with the life ex¬ 
pectancies adopted for the standard, thereby 
indicating that many families did not own 
such appliances. This accounts for another $6 
or $7 of the difference. 

b. ESTIMATED COST 

At 1940 prices, it would cost $4.8 billion in 
1950 and $5.2 billion in 1960 to maintain on an 
annual replacement basis the standard for 
household equipment and operation suggested 
in Table 73** for all families of two or more 
individuals in the United States. This docs not 
take any account of the cost of providing the 
original standard inventory of durable and 
scmidurablc goods. These sums, amounting 
to less than half the estimated actual demand 
(of all items except legal and financial cx- 

42. It should be remembered that this standard applies 
to a family of four. Actually it is estimated that in 1950 
and i960 the average family sire will be smaller than that. 
Furthermore, the expenditure called for by the standard is 
based on prices paid by urban families, and it was pointed 
out that rural families habitually pay less. No allowances 
were made for these factors in the estimates presented 
above, which were obtained by simply multiplying the esti¬ 
mated number of families of two or more in 1950 and 
i960, respectively, by $i.t4-59. die annual cost of the sug¬ 
gested standard. 

In i960, families of two or more persons will account for 
90.5 percent of the population anil 77.5 per cent of all con¬ 
sumer units. Unattached individuals (who are largely con¬ 
centrated in the lower income brackets) have been left out 
of the calculation because their purchases of these com¬ 
modities and services arc very different from those of fam¬ 
ily groups ami arc generally relatively small. Such indi¬ 
viduals usually live in rented rooms with furnishings 
included in the rent, together with some of the items in¬ 
cluded in household operation. In addition, there arc no 
data on the annual cost to persons who rent rooms of keep¬ 
ing their quarters up to a standard, making it impossible to 
compute a national average. The inclusion of single indi¬ 
viduals would probably add less than 2 per cent to the 
estimates. 


pcnscs) for those years, would place every fam¬ 
ily on the same basis, which would mean low¬ 
ering the household equipment and operation 
outlays for those families above the standard, 
as well as increasing the expenditures of fami¬ 
lies beneath the standard. 

However, if all those above the standard 
meet the level of estimated demand and those 
below are brought up to the standard, then 
oudays to meet this (at 1940 prices) would 
exceed the estimated demand totals by $775 
million in 1950 and $785 million in i960. On 
the assumption that needs will not exceed de¬ 
mand for financial and legal expenses and do¬ 
mestic help, total requirements for those years 
would thus be $12.2 billion and $14 billion, 
respectively. 0 (Sec Table 74.) 

These extra expenditures to bring those be¬ 
low up to the standard constitute only 7 per 
cent in 1950 and 6 per cent in i960 of the esti- 
mated over-all demand for household equip¬ 
ment and operation in those two years. Fami¬ 
lies with money incomes of $1,400 to $1,450 (in 
1940 prices) in 1950 and i960 will spend just 
about enough on such commodities and serv¬ 
ices to live up to the standard. In 1950 almost 
16 million families, or about 40 per cent of the 
39.9 million families of two or more persons 
estimated for that year, and in i960 just over 
16 million families, or about 36 per cent of the 
total of 44.3 million families, will spend less 
than $134.59 — the cost of the standard. But 
many of the substandard consumers will not 
be very far below the minimum. 44 

43. Tin sc estimates also relate only to families of two or 
more individuals. They were derived as follows: Average 
family expenditures in 1950 and i960 for household equip¬ 
ment and operation by income level were based on unpub¬ 
lished data of the Joint bureau of Labor Statistics-Bu¬ 
reau of Home Economics Study of Spending and Saving in 
Wartime in 1941. These averages were applied to assumed 
1950 and i960 income distributions, after adjusting these 
to eliminate unattached individuals, in order to estimate 
the number of families spending less than the standard 
and their aggregate expenditures for household equipment 
and operation. The demand estimates for 1950 and i960 
were ihcn subtracted from tlicir aggregate oudays at the 
standard. (Essentially the same procedure was used for 
clothing and for food, liquor and tobacco. Sec Chapter 6 
ami Appendix 10 for a more detailed explanation.) 

44. If the annual expenditure of S30 on telephone is re¬ 
moved from the standard, the deficit in i960 drops to 
about S375 million or to less than half its total when the 
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Table 74 

Estimated Needs and Demand for Household Equipment and Operation 
in 1950 and i960 Compared With Expenditures in 1940 

{In Millions at 1940 Prices) 

, 95 o i960 

Clast Expenditure Demand Needt* De mand Needs* 

Total $8,742 $'M °5 $«2.«8o $13,240 814.025 


Furniture, furnishings and equipment 3,693 

Mechanical appliances 95 8 

Domestic service I »°8i 

Communication 885 

Cleaning, repair and maintenance 802 

Financial and legal expenses *»323 


a. The over-all difference between need* and demand is 
allocated among the group* (except domestic service and 


The deficit and the cost of the standard for 
all families have been estimated only in terms 
of the annual replacement cost, and take no 
account of the initial outlay required to furnish 
the standard inventory of the durable and 
scmidurablc goods. A rough idea of the size 
of the inventory deficit can be gained by capi¬ 
talizing that portion of the i960 deficiency of 
$785 million represented by the standard cur¬ 
rent expenditures for durable and scmidurablc 

standard is $134.59. About 10 million families or 22 per 
cent of the total will spend below this standard; and fami¬ 
lies with incomes just over $1,000 will on the average 
*pcnd about the amount of die standard. This calculation 
awumes dial no expenditures will be made on telephone by 
any of these low-income families. Actually this is not now 
the case. 


4.895 

5. i6 > 

5.73° 

6.003 

1,400 

1,585 

1,760 

1,948 

M4° 

*,440 

1,670 

1,670 

*.095 

1,280 

1,250 

*.438 

1,050 

1,185 

1,210 

>,346 

*,525 

•,525 

1,620 

1,620 


financial and legal expenses) in proportion to their impor¬ 
tance in the standard. 


goods (as contrasted with nondurable goods 
and services) on the basis of the 13.8-year aver¬ 
age life expectancy for such goods. On this 
basis, the inventory deficit would amount to 
$6.3 billion. 4 * However, as more than half of 
the deficit is accounted for by telephone, the 
figure of $6.3 billion is probably an overstate¬ 
ment of the initial cost of bringing inventories 
up to die standard. 

45. As shown in Tabic 73 - "standard expenditures" of 
St 34.59 consist of $7849. or 58.3 per cent, of durable and 
scmidurablc goods, and $56.10, or 4*-7 P*r cent, of non¬ 
durable goods and services. Thus. 58.3 per cent of the $ 7»5 
million, or about $458 million, represents the annua 
"standard" maintenance expenditures for durable and 
scmidurablc goods. Capitalized 0.1 a 1 J.8-ycar basis, the 
capital, or inventory, value would be $<,.3 billion. 
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CONSUMER TRANSPORTATION 


For America, the past two decades of trans¬ 
portation history, as well as the expansion and 
technical developments resulting from the 
war, are assurance that visions of a brilliant 
future arc no idle dream. No other nation has 
achieved comparable facilities or standards of 
service in the field of transportation. Before the 
war, the American people traveled 550 billion 
passenger-miles in the course of a year, and 
their transportation system carried an annual 
total of more than 600 billion ton-miles of inter¬ 
city freight. The total bill paid for all forms of 
passenger and freight facilities and services in 
this country in 1940, including capital outlay 
and all current expenditures for water, rail, 
pipeline, highway and air transport, is esti¬ 
mated at no less than $20 billion. One fifth of 
all investments,* and more than one tenth of 
all consumption expenditures, were for trans¬ 
portation. In 1940 the amount spent by con¬ 
sumers for transportation services was over 
$7.$ billion. This included the purchase and 
operation of passenger cars and consumer 
travel by rail, water, air, streetcar, bus, sub- 
wav and taxi. 

The two decades before the war provide an 
indication of the rapid changes which can be 
expected now that the war has ended. During 
those years, the American transportation sys¬ 
tem grew in size and changed greatly in char¬ 
acter. Between 1920 and 1940. transportation 
on the highway emerged as one of the domi¬ 
nant features of American life. As the use of 


By Wii.ihi i> Owi n, lorim rlv ir.m-|yortatioii con¬ 
sultant for National Research Coutn il, Oilicc ot 
Defense Transportation and other agencies, now 
member of the staff of The Brookings Institution. 
Opinions expressed in this chapter are those ot 
the author and not necessarily those ot the org ini- 
zations with which he is or has been associated. 


automobiles and trucks continued to expand, 
rapid development also took place in other 
types of transport. A vast network of petro¬ 
leum pipelines provided a major distribution 
system. Inland water transportation was re¬ 
juvenated by government expenditures for 
river and harbor improvements, outlays which 
far exceeded those for waterway development 
during the previous century. Air transporta¬ 
tion, however, experienced the most rapid de¬ 
velopment. Only the railroads were losing 
business during these decades of expansion. 

Against such a background, the accelerated 
tempo of transport development that resulted 
from wartime necessity promises even greater 
innovation for the future. The phenomenal ex¬ 
pansion of aircraft production and world-wide 
airline operations, the training of vast num¬ 
bers of air crews, the tremendous new invest¬ 
ments in airport and airways facilities — these 
constitute the most revolutionary basis for the 
transportation system of the future. 

There have also been other developments of 
no minor importance — the establishment of a 
gigantic shipbuilding industry, unparalleled 
operating achievements by the railroads and 
the accumulated backlog of requirement for 
new automobiles, highways, and other trans¬ 
port facilities and equipment. It is these war¬ 
time factors, combined with the rapid changes 
which took place in the prewar period, that 
must he evaluated to determine the nature of 
the American transportation system over the 
next decade or so. = 

1. Tr.imf'orfjunn am! Xirional Policy. National Re¬ 
sources Planning Run!. May 1942. P- *• 

2. While the principal obicctixe of this chapter is to con- 
•i.'ir thr nature anti c\tcnt of future outlays for transpor- 
tation t*» be ina.!e directly by the consumer, such estimates 
require confu tation of the outlook for transportation as a 
whole. including 1 >ih consumer and nonconsumer out¬ 
lays. NoncoRMimcr expenditures include freight transpor¬ 
tation and passenger travel for business purposes. 
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i. The Transportation System: Prewar 
Status and Growth 


a. FACILITIES, EQUIPMENT AND EMPLOYMENT 

American facilities and equipment consti¬ 
tute a substantial part of the world’s transpor¬ 
tation resources. The United States in 1940 
owned one third of the world’s rail mileage, 
one third of its highways and seven out of 
every ten motor vehicles. The extent of its pipe¬ 
line, inland water and airway systems far ex¬ 
ceeded that of any other nation. The millions 
of miles of basic transportation ways over 
which the traffic of the nation moved, and the 
millions of units of equipment in which it was 
carried, presented an imposing picture:* 

Basic Transport Facilities 
(Airports in Number of Units. All Others in Miles) 

Highways — surfaced * . 757 * 000 

Railways 233,67° 

Airways — domestic and foreign 94.°79 

Pipelines — petroleum * 23,000 

Inland waterways — 9 feet deep and over 9.228 

Airports 2 » 33 * 

Transportation Equipment 
(In Number of Units) 

Railway locomotives 
Railway passenger cars 
Electric surface and rapid transit cars 
Railway freight cars 
Passenger automobiles 
Trucks 

Buses — transit, school, intercity 
Private planes 
Common carrier planes 
Coastwise vessels 
Intercoastal vessels 
Inland waterway vessels 
Merchant fleet vessels 


44,000 

45.000 

38,000 

1,700,000 

27,400,000 

4,600,000 

,33,000 

17,000 

358 

629 

125 

7,910 

939 


A very large number of persons were en¬ 
gaged in the construction, maintenance and 
operation of these transport facilities and in 
the provision of the many services directly re¬ 
lated to their use. It is estimated that 2.4 mil¬ 
lion people were employed before the war in 

3 - Data from Transportation and National Polity. Na- 
twul Resources Planning Board. May 1942. PP- 3 *- 57 ; 
"*> Automobile Manufacturers Association an*! Associa- 
of American Railroads. Most of these jr * 

for the years 1940 or 1941 ami <!*» not agree in every *■*'• 
estimates used later in this chapter. 


the public carrier transportation systems un¬ 
der the jurisdiction of the Interstate Commerce 
Commission. Half the number were employed 
by the railroads, a third in motor transport and 
the rest in water and pipeline transport. An¬ 
other 3 million persons were employed in pri¬ 
vate trucking. A total of 216,000 persons were 
engaged in civil aviation operations. More 
than 5.5 million persons in the aggregate were 
thus employed directly in furnishing trans¬ 
portation facilities and services, and additional 
millions were engaged in manufacturing, con¬ 
struction and other activities related directly 
to transport operations. 

b. TRENDS IN PASSENCER TRANSPORTATION 

As a result of technological innovations and 
the expansion of transport facilities and scrv- 
ices during the past quarter century, the traf¬ 
fic pattern for passenger movement has un¬ 
dergone rapid and extensive change. This 
change has been effected principally by the de¬ 
velopment of the private automobile, but the 
introduction of the bus and airplane has also 
contributed. 

In 1916, railways were responsible for practi¬ 
cally all intercity passenger transportation by 
public carriers. By 1940. however, their share 
had declined to less than two thirds of the 
total, with buses carrying most of the remain¬ 
ing third/ Electric railways in local transpor¬ 
tation underwent a similar experience/ 

4 Distribution of intercity public carrier passenger 
transportation (as adapted from the 5 S' h Ke f° rt 

of the I.C.C.) was at (ollovvt: 

1916 1940 • 9'940 

( Billions ot 

Passenger-Miles) (PerCent) 


Total 

42-9 

37-5 

loo too 

f. £ « 

Rjilwayt 

44.0 

2J.8 

98 

llU'CS 

— 

11.4 

i° 

Inland waterways 

0.9 

1-3 

2 4 

Air carriers 

— 

1.0 

— 3 


« Divtnbution of the local public carrier passenger 
trans,“.nation (a* shown in the laouary .941 
Tfansit loumal and the February 27. 194 ' >”*** ul Public 
Utilities Fortmghsly) was as follows: 



1022 

t'j4o 

1922 1940 


(Billions of Passengers) 

(PerCent) 

T.*al 

15.8 

14 0 

loo loo 

Electric radways 

•5-3 

8-5 

96 61 

I’rtlWS 

0.5 


4 34 

Y jus 

— 

o -7 

— 5 
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Table 75 

Indexes of Passenger Traffic, 1929-1941 


(' 935-*939 - IO °) 


Year 

Total 

Railroad 

Transit 

Intercity 

Bus 

Air 

I929 

125 

*41 

128 

97 

10 

1930 

III 

121 

Il8 

7 * 

*7 

1931 

98 

IOO 

107 

68 

21 

1932 

83 

76 

94 

64 

25 

*933 

8l 

75 

88 

7 * 

34 

*934 

86 

81 

94 

7 * 

37 

*935 

9 * 

85 

95 

9 2 

62 

0 f 

*936 

102 

IOI 

102 

106 

86 

*937 

106 

**3 

103 

102 

94 

*938 

98 

98 

99 

90 

IIO 
_ .0 

*939 

102 

*03 

IOI 

99 

148 

*940 

106 

ro8 

102 

106 

226 

* 94 * 

*24 

*33 

109 

140 

294 


Source Louis f. Paradiso and George Perkel, "A Total Transportation Index for the United States, 
1929-42,” Survey of Current Business. September 1942. P- »*• The indexes are based on pas¬ 
senger-miles, except in the case of transit, where they are based on number of passengers earned. 


While total passenger transportation by pub¬ 
lic carriers was declining by approximately 
12 per cent during this period, total private 
automobile transportation increased from 18 to 
476 billion passenger-miles.* By 1940 the motor 
vehicle had become the principal method of 
passenger transportation, accounting for nine 
out of every ten passenger-miles of travel 
outside cities and for three out of every four 
passengers transported within urban areas. On 
the whole, the mobility of the American 
people, measured in passenger-miles traveled, 
was ten times greater in 1940 than in 1921. 

The newer forms of travel have not only 
partially displaced the older ones; more im¬ 
portant, they have vastly expanded total travel. 

6. Distribution of private automobile transportation (as 


estimated from Public Roads Administration data, sec Facts 

and Figures 0/ the Automobile Industry. 1941, 

p. 65) was 

as follows: 

Place of Travel 

1916 1940 

1940 


( Billions of Passenger-Miles ) 

(Per Cent) 

Total 

18 476 

100 

Rural highways 

— 244 

5 « 

City streets 

— 232 

49 


Possessing a transportation system uncqualed 
in the world, people in the United States have 
become accustomed to being on the move, 
whether ior business or pleasure or, as it some¬ 
times seems, merely for the sake of being in 
motion. A total of 63 billion passengers ac¬ 
commodated by the various agencies of trans¬ 
port in 1940 provided evidence of this fact. 7 

The long-range upward trend in total travel 
is indicated by the increase in passenger trans¬ 
portation outside of cities. Per capita travel in¬ 
creased from 400 miles in 1916 to 2,400 miles 
in 1940. This trend, and a similar multiplica¬ 
tion of local city travel, was principally the re¬ 
sult of the increasing use of the motor vehicle. 
Even in the decade immediately before World 
War II, when motor vehicle registrations were 
expanding far more slowly, highway travel 
continued to grow in importance. At the same 
time, private and commercial aircraft were 
adding to die net expansion of travel. The 

7. Fifteen billion by public carriers and 48 billion by 
passenger car; estimated by U.S. Chamber of Commerce in 
Local Passenger Transport. 1942- 
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Table 76 

Trends in Railroad Passenger Travel, 

1900-1940 


Passenger Travel 

1 goo 

2929 

*933 

1940 

Passengers carried 

(In Millions) 

577 -o 

700.0 

433-0 

453-0 

Passenger-miles 

(In Billions) 

16.0 

31.0 

10.0 

23.0 

Commuter service 

— 

6.9 

— 

4.0 

O 

Other than commuter — 

24.1 

— 

19.8 

Coach 

— 

n.3 

■— 

12.5 

Pullman 

J 

12.8 


7-3 


1943 - 


Source: Statistics of Kan ways in me — 

Interstate Commerce Commission. 

changes in passenger transportation since 
1929, exclusive of automobile travel, are shown 
in Table 75. 


almost one car for every five persons. The esti¬ 
mated 476 billion passenger-miles of travel by 
these vehicles in 1940 is a measure of American 
reluctance to stay in one place very long. 

The average motorist drove some 8,500 miles 
in 1940, in an almost equal division between 
rural roads and city streets. On rural roads, au¬ 
tomobiles were responsible for nearly nine out 
of every ten passenger-miles of travel by all 
intercity transport media. This was predomi¬ 
nantly local and short-run travel, however, 
since two out of every five auto trips on rural 
roads were for less than five miles. In cities, 
the proportion of short trips was naturally even 
more pronounced. The trend in passenger-car 
registrations from 1900 to 1940 was steeply up¬ 
ward. In the first decade of the century there 
was almost a hundredfold increase and in the 
second a further twentyfold gain. By 1940, 
four times as many passenger cars were in use 
as in 1920, and twelve times as many as just bc- 


Railroad 3$ m 1920, aiiu 

Inroads made by the automobile and the bus, fore World War I* 
combined with a low level of industrial activ- . „ 

ity, decreased railroad travel in the middle " Y intercitv buses oper¬ 

as to a level lower than that of almost a Approximately 
generation before. Total passengers carried in ating over 300.000 

1933 numbered less than in 1895. and passen- ing 3J1 million ^/ansporta- 

ger-miles traveled were no greater than .n J frequent and inex- 

.900. By , 94 o there was only pamrf 1 and" were particularly adapted 

from the lean years of the depress,on. (V pe ^ ^ whieh constitute the greatest 

yOt) • f I_n./MI/.mt'lU Uf- 


The greatest decline in railroad passenger 
travel was in commutation service, which fell 
from nearly 7 billion passenger-miles in 1929 
to 4 billion in 1940. Pullman travel was cut 40 
per cent during the same period, with curtail¬ 
ment primarily in parlor car rather than 
1 r . « . _.Muo nilirr 


IO biiuii - ~ 

proportion of total passenger movement. Be¬ 
tween 1930 and 1940 the total number of inter¬ 
city buses decreased by about 10,000, as larger 
and more efficient vehicles were introduced. 
Passenger revenues remained fairly stable, 
however, and the 1940 total of $174 million was 

. 1 t T .1. .. ... Ifsi.ir/'ilU 


.. 1 ” riihcr than nowever,auu uk 

mem primarily m parlor car a.hc «n than cvcr before. In .hat year intercity 

sleeper service. In contrast, coach travel ^ 3ccoulUcd f or ,, billion passengcr-milcs 

than commutation increased by to per m ;|lion bus-miles of traffic, 

during the decade; by 1940 more than halt 01 

all railroad travel was in coaches. 

Automobile 

From the standpoint of total traffic and total 
expenditures, the automobile is by far the most 
important method of passenger transportation 

in the United States. At the end of i 94 °> lhcre 
were 27.4 million passenger cars registered — 


8 . Data from Transportation unit National Policy, P- 45 - 
Tboc figure* arc as of January . ( fhe *7.4 m.- 

I,on reginration* given prcv.ously .* a* of December 31. 

,94 °- > Total 


1900 

1910 

I 9»6 

1920 

193 ° 

1940 


3.200 

305.950 

2.309.666 

6.771 ."74 
23,121.589 
26.201.395 


Per 1.000 Persons 
0.1 
’ 5.0 

32.7 

77-2 

1 * 7-4 

2 ° 7-3 
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In addition to the common carrier bus in 
intercity service, there were in 1940 a total of 
79,000 school buses operating on a million and 
a quarter miles of rural highways and serving 
44,000 schools. It is estimated that these buses 
carried nearly 800 million passengers during 
the year.® 

Transit 

The use of private automobile travel in cities 
resulted in a gradual decline in transit pa¬ 
tronage over the two decades preceding the 
war, despite our expanding population and 
the growing radius of the urban area. In 1922 
the transit industry carried nearly 16 billion 
passengers. A high point of over 17 billion pas¬ 
sengers was recorded in 1926 and 1927. During 
the depression the low year was 1933 with 11.3 
billion riders, after which there was some re¬ 
covery to 13 billion in 1940. 

More significant than the trend in total 
transit patronage, however, has been the 
change in methods of transit travel. Develop¬ 
ing technology has altered requirements for 
local public carrier service. During the period 
1922 to 1940, passengers carried by street cars 
declined from 13 billion to 6 billion, and rapid 
transit increased only slightly, from 2 billion to 
2.4 billion passengers. Trolley coach traffic, on 
the other hand, increased from virtually noth¬ 
ing to half a billion passengers, and motor 
buses from half a billion to nearly 5 billion. 10 

Water 

Passenger travel by domestic water carriers, 
including coastal, river and Great Lakes car¬ 
riers, was less than half of one per cent of all 
intercity travel in 1940. The number of domes¬ 
tic passengers traveling on these carriers re¬ 
mained fairly stable during the 1930’$, with a 
total of 15 million reported for 1940.“ Most of 
these passengers were carried on Atlantic Coast 
runs. The outbreak of war brought only a mi- 

9. But Facts. Nation.il Association of Motor Bus Op¬ 
erators. 1940. 

10. The Transit Industry in the United States. Ameri¬ 
can Transit Association. 1942. p. 3. 

11. Statistics 0/ Railways in the United States. 1940. 

p. 224. 


nor reduction in water traffic, but short trips 
on the rivers predominated in contrast to the 
former heavy volume of long-haul coastwise 
passenger service. 

In addition to these water carrier operations, 
there was a large volume of ferry traffic and 
excursion business. It is estimated that 212 mil¬ 
lion passengers were carried in ferry service 
during 1940, and an additional 20 million per¬ 
sons patronized these facilities for excursions. 1 * 

The year 1938 is the last in which war condi¬ 
tions did not deter overseas travel. In that year, 
about half a million persons departed from this 
country for overseas destinations by ship, not 
including cruises, while an additional 25,000 
traveled by air. The total paid to American and 
foreign vessels for this service, including 
cruises, is estimated at $150 million, of which 
about one fourth was paid to United States 
vessels. United States residents spent more 
than $100 million of this total, plus an addi¬ 
tional $183 million abroad. 1 * 

The average American globe-trotter spent a 
total of nearly a thousand dollars in 1929, but 
a few years later his expenditure for vacation¬ 
ing abroad fell to half that amount. The in¬ 
creasing popularity of cruises, which reduced 
the amount of land travel in foreign countries 
and provided living accommodations on ship¬ 
board, accentuated the downward trend in ex¬ 
penditure. In 1930, cruise travel comprised 
only 5 per cent of overseas travel by United 
States citizens. By 1938 it had risen to 28 per 
cent. A record number of more than xoo,ooo 
persons vacationed in this manner during 
* 937 - 
Air 

Air transportation was still relatively insig¬ 
nificant in 1940. Scheduled airline operations 
in that year accounted for only 2.7 per cent of 
all passenger-miles traveled by intercity car¬ 
riers. Measured in terms of progress during the 
previous decade, however, air transport looms 

1 2. Report of the Chief of Engineers. U.S. Army, I 94 1 * 
I»r. II. p. 32. 

13. Oversea Travel and Travel Expenditures. 1919-38, 
Economic Series. No. 4, Bureau of Foreign and Domestic 
Commerce, 1939. pp. 64, 90. 
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Table 77 

Trends in Airline Passencer Traffic, 
1930-194° 


Year 

Passengers 

Passenger- 

Miles 


(In Thou¬ 

(In 


sands) 

Millions) 

1930 

4,8 

104 

>933 

577 

200 

>937 

>,242 

535 

> 94 ° 

3> i8 5 

1,265 
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than the 1.9 million reported for 1931, the num- 
. Traffic , her of miles flown was nearly three times as 
great as the 94 million reported for 1931. 

-- In 1940 the average private plane traveled 

■ 15. 600 mil « P cr y“ r (compared to 11,800 

_- miles in 1929). Instructional flying accounted 

(/» Thou- f or 4 , pc,- ccnt 0 f this mileage, pleasure flying 
,anJ ‘ } for 33 per cent and commercial and business 
^0 flying for the remaining 24 per cent. 


(In Thou¬ 
sands) 

36 

48 

64 

94 


>937 >» 2 4 2 535 °4 c pREWAR consumption expenditures 

1940 3,185 1,265 94 

——---Consumption expenditures for transporta- 

Source : Annual Report. Civil Aeronautic* Board, 194 «• t j Qn ( w hich exclude passenger travel for busi¬ 
ness purposes) have followed certain patterns 
as the most significant development in trans- anc j (rcn( j s upon which can be built an estimate 
portation. Passenger-miles flown in 1940 were p OS(war demand. In the years of relative 
12 times greater than in 1930, and the num- prosperity following World War I, these out- 
ber of passengers carried was nearly 8 times j ay$ com priscd a fairly uniform proportion of 
greater. (See Table 77.) lotal consumption outlay, with the proportion 

In 1935, airlines provided an equivalent of smn |j cr j n years of depression. These expcndi- 
4 per cent of the passenger-miles of travel pro- (ures wcrc I0 _^ per cent of all consumption out- 
vided by the Pullman Company. This per- , ays in \ n ig 33 the share of total con- 
centage rose to nearly 13 by 1940, while the sum p t j on outlays spent for transportation was 

average plane fare had fallen close to the rate Q 2 ^ cent; an d in 1929 it comprised 10.7 per 

charged for first-class rail travel. In addition to ccnl of thc lola |. Because of the tremendous 
considerations of economy and speed, thc in- j ncrcaS c in automobile travel, these propor- 
creasing safety of air travel gave impetus to lions wcrc considerably higher than before 
airline business. Thc passenger death rate fell World War I. 

from 29 per 100 million passenger-miles in The amounts spent by consumers for trans- 

1930 to 3.1 in 1940.* 4 portation in thc interwar period ranged from 

Private plane ownership prior to thc war ^ billion in 1933 10 $ 8 - 6 billion in 1929 a™ 
showed a continuous rise from 8,600 in 1935 10 1941, with thc 1940 f>g urc at $ 7-3 b,ll,on - Con j 

16,900 in 1940 and to 24,000 in 194*. when thc sum ption expenditures for transportation and 
investment in private planes amounted to t hc percentage of total consumption expem 1- 
about $100 million. Production of private lU rcs j n prosperous prewar years since 1909 


— • VV —- - 

planes also increased, though not steadily — 
from 917 in 1935 to 7,700 in I 94 1 •* 

Private flying in thc nearly 17,000 planes in 
operation in 1940 accounted for a surprising 
volume of passenger travel: 1.6 million pas¬ 
sengers and 264 million miles of travel — more 
than twice as many miles as wcrc flown by 
scheduled airline operators. Although the 
number of passengers carried in 1941 W3S * css 

14. Accident Facts. National Safety Council. > 94 *- 

15 . Tlicve an«I oiler private flying JaU If;-'* 

Ceiue and Samuel C. Williams. “Rci-'» “» "; A 
den, Esq., on Postwar Outl-Jc for Private l*lyu»K. 
tonber 30, 1943. 


lures in prosperous prewar years since 1909 
were as follows: 


(In Millions) 

$1,624 

5» 2 °3 

6,966 

8,591 

7»°74 

7 * 34 ° 

8,602 


(Per Cent 0/ Total) 
5-6 
8.5 
IO.4 

10.7 

IO-7 

IO.4 

10.7 


The growing importance of private trans¬ 
portation in consumer transportation expendi¬ 
tures is significant. In 1919. private transporta¬ 
tion accounted for less than two fifths of total 
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Table 78 

Trends in Consumption Expenditures for Transportation, 1909-1940 


Clast 


Percentage Distribution 


•909 

1919 

1923 

1929 

*937 

1940 

Total Transportation 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Private transportation 

38-5 

67.X 

68.7 

69.5 

73.8 

77.6 

Public carrier transportation 

61.5 

32.9 

3 X *3 

30-5 

26.2 

22.4 

Local 

30.0 

16.5 

15.2 

13.9 

13.O 

13.0 

Intercity 

23.9 

* 5-7 

11.9 

9.0 

6.9 

6.8 

Railway 

22.9 

15.0 

10.9 

7-2 

4.4 

3-9 

Other 

1.0 

•7 

1.0 

1.8 

2-5 

2.9 

Foreign travel 

7.6 

•7 

4.2 

7.6 

6.3 

2.6 


Sourer: Derived from Appendix 6. 


consumption expenditures for transportation. 
The proportion rose sharply by 1919 and con¬ 
tinued to rise to almost four fifths of the total 
just before World War II. 

The proportion of consumer transportation 
expenditures devoted to local public carrier 
transportation declined sharply between 1909 
and 1919; since then the most rapid drop has 
been in railway travel. Before World War II, 
intercity bus and airline travel were still neg¬ 
ligible in the total consumer transportation pic¬ 
ture, but they were rapidly increasing in im¬ 
portance. The outlay for local public carrier 
transportation has been consistently higher 
than for intercity travel. It has also been less 
subject to fluctuation than expenditures for 
intercity movement, because local travel is 
more necessary. (See Table 78.) 

A definite relationship exists between travel 
and income. High-income families spend more 
for transportation than low-income families. 
One study showed that the average c> • i;di- 
ture for transportation by families wi*‘- in¬ 
comes of $7,500 to $10,000 was 18 times gi i»tr 
than that by families with incomes of $75 . to 
$1,000. The percentage of total consumer out¬ 
lay for transportation increased from less than 
4 per cent for families with incomes below 
$1,000 to between 10 and 11 per cent for fami¬ 
lies with incomes over $4,ooo. , ' i 


The study showed that automobile owner¬ 
ship also increased steadily with income; only 
xo per cent of families with incomes of $500 to 
$750 owned cars, in contrast to 90 per cent of 
families with $5,000 income and over. The av¬ 
erage expenditure for operating an automobile 
was less than $100 for families with incomes 
under $1,250, but exceeded $350 for families 
with $7,500 income and over. In terms of mile¬ 
age, car owners at the lowest income levels 
drove an average of only 2,000 miles per year, 
while persons in the highest income group 
drove over 10,000 miles. 

Average family expenditures for transporta¬ 
tion vary widely among income classes. A 
National Resources Planning Board study 
showed that in 1935-1936 families in the $500- 
$750 income group spent S28 a year for auto¬ 
mobile transport and $5 for public transporta¬ 
tion. At the $2,500-83,000 level, automobile ex¬ 
penditures were $242 annually and for public 
carriers $24. At the $4.ooo-$5,ooo income level, 
expenditures had increased to $382 and $35 re¬ 
spectively, and much larger transportation ex¬ 
penditures were made by families with $10,000 
income or more. A study of family expendi¬ 
tures for public transport in Chicago showed 

16. Family Income and Expenditure in Chicago, > 93 S~ 
36. Bulletin 642 (Vol. II). Bureau of Labor Statistics, 
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Table 79 

Family Expenditures for Transportation, 1935-1936 


All T rant port. United States Public Trant port, Chicago 


Income Group 

Automobile 

Public 

Local 

Intercity 

Total 

$ 5 °o -749 

$ 28 

s 5 

$2* 

5 0 

$ 21 

1,500-1,749 

123 

16 

36 

2 

3 » 

2,500-2,999 

242 

24 

S 2 

7 

59 

4,000-4,999 

382 

35 

68 

7 

75 

10,000 and over 

681 - 1,759 

” 4 - 4*9 

70 

*94 

272 


Sources: Family Expenditures in the United States. S 935 -&- Nnjonal Resources Planning Board, 
and Family Income and Expenditure in Chicago. I 93 SS 6 , Bulletin No. 6*2, Bureau of Labor 


Statistics, 1939. 


similar relationships; only for families at the 
highest income levels was intercity public 
transport of appreciable importance. (Sec 
Table 79.) 

These prewar consumer patterns and trends 
indicate that the factors which will determine 
the volume and distribution of future con¬ 
sumer demand arc: (1) the predominance of 
passenger travel by private vehicles; (2) 
greater demands for local rather than inter¬ 
city transportation; and (3) the direct relation¬ 
ship between income and travel. Of course, the 
history of transportation demonstrates the fal¬ 
libility of estimates, as they arc always subject 
to sudden changes caused by technological de¬ 
velopments. This is particularly important at 
a time when transport innovations that would 
ordinarily take years of experiment have been 
developed rapidly under the compulsions of 
war. 

d. PREWAR CAPITAL EXPENDITURES 

In the prewar decade, total public expendi¬ 
ture for the construction of basic transportation 
facilities, including highways and streets, air¬ 
ways and airports, waterways and harbors, av¬ 
eraged approximately $1 billion annually. 
Private transportation industries, including 
the railroads, the transit industry and pipeline 


companies, spent another $300 million for the 
construction of basic facilities. The average an¬ 
nual capital expenditure for transportation 
equipment, including ships, railroad cars and 
locomotives, business motor vehicles, aircraft 
and electric cars, added an additional $1.5 
billion to construction expenditures.'* Alto¬ 
gether, therefore, capital outlay for transporta¬ 
tion during the prewar decade averaged ap¬ 
proximately $2.8 billion per year. 

Public Facilities 

By far the largest part of prewar capital out¬ 
lays for public transportation facilities was 
spent for highways and streets. The annual 
bill averaged almost $1 billion from 1921 to 
1940, and the 1940 figure was $900 million. 
About 57 per cent of the $114 billion outlay 
from 1929 to 1940 was spent for state highways, 
19 per cent for secondary and local roads and 
24 per cent for city streets. State and local gov¬ 
ernments have in the past been responsible for 
90 per cent of highway outlays. 

In other fields of transportation, however, 
public expenditure has been principally by the 
federal government. Public capital expendi¬ 
tures in 1940 for basic transport facilities other 
than highways amounted to only $135 million, 
two thirds of which went for rivers and har- 

18. William H. Shaw. "The Gross Flow of Finished 
Commodities and New Construction. 1929-41." Survey 0/ 
Current Business. April 19 4 *. P- ,f *. 


17. Survey of Current Business. November 1945 . P- **• 
These and the other figures cited in this section exclude 

maintenance. 
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Table 8o 


Private Capital Expenditures for Transportation, 1929-1940 


{In Millions at 1940 Prices) 

1929-1940 


Class 

1929 

*933 

*937 

*939 

*940 

Annual Average * 

Total Plant 

$ 689 

$122 

$ 305 

$ 226 

% 248 

% 303 

Total Equipment 

2,238 

612 

*.953 

*, 73 6 

2,904 

* 49 * 

Railroads 

844 

no 

537 

283 

440 

384 

Plant 

5 IQ 

94 

199 

,3 Z 

*67 

214 

Equipment 

334 

16 

338 

146 

273 

170 

Transit 

108 

26 

65 

75 

79 

68 

Plant 

82 

21 

39 

54 

5 * 

49 

Equipment 

26 

5 

26 

2X 

28 

*9 

Pipelines 6 

97 

7 

67 

35 

30 

40 

Ships and boats 0 

96 

33 

136- 

226« 

7 * 4 ‘ 

* 57 * 

Business motor vehicles 0 

i. 7*4 

529 

1,362 

*,*97 

*.563 

1,063 

Aircraft 0 

68 

29 

9 * 

*46 

3*6 

82 


Sources: Survey of Current Business. November 1945. 
p. 24, and unpublished data of Bureau of Foreign and 
Domestic Commerce. 

a. Average of all year*. 1929-1940 inclusive. 


b. Plant only. 

c. Equipment only, including military. 

d. Includes public expenditures in unknown amounts. 


bors and most of the remainder for airways 
and airports. 10 Altogether, public outlays of 
capital for basic transportation facilities were 
over St billion in 1940. In addition, transport 
development was promoted by construction 
subsidies for the merchant marine and by pay¬ 
ments for airmail carriage. 

Private Facilities 

Outlays for private plant dropped drastically 
during the depression and continued at a much 
lower level than during the previous decade. 
Outlays for equipment, on the other hand, re¬ 
turned to a relatively high level after the de¬ 
pression. Total capital expenditures were 
nearly $3 billion in 1929. Hut in 1940, even after 
the war had begun to stimulate outlays for 
shipbuilding, motor vehicles and aircraft, pri¬ 
vate capital expenditures had risen to only S3.2 
billion. 20 (Sec Table 80.) 

19. Unpublished estimates of Board of Investigation and 
■'.cjcarch. 

20. Maintenance of plant was S 573 million in 1940. 


2. Effects of the War 

Probably in no other major field of economic 
activity was the impact of war of greater mag¬ 
nitude than in transportation. Wartime ac¬ 
complishments included the development of 
transport technology, expanded production of 
equipment and greatly increased utilization of 
transport facilities. The evidence is to be found 
in the creation of a vast aircraft industry and 
air transport system; the miraculous achieve¬ 
ments of the shipbuilding industry; the un¬ 
precedented traffic loads carried by the rail¬ 
roads; and expansion of the intercity bus and 
transit industries. These and many other de¬ 
velopments produced cfTccts on the transporta¬ 
tion system which in many eases may be of 
permanent significance. 

At the same time, however, transportation 
was affected by curtailments in materials, 
equipment, and services: the rubber shortage, 

which was close to the 1929-1940 average. Most of these 
expenditures were for railroads. 
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the petroleum situation, the stoppage of auto¬ 
mobile production and the limitations on high¬ 
way construction, the drastic reduction in 
coastwise and intercoastal shipping, the tempo¬ 
rary reduction of commercial air transport 
equipment to meet military requirements, and 
the restrictions on private flying. 

The net effect of the war — as seen in traffic 
volume and distribution, transport costs, serv¬ 
ices, production of transport equipment, con¬ 
struction of facilities and improvements in the 
movement of both passengers and freight — 
was to telescope years of normal development 
into months of abnormal change. 

a. WAR DISTORTIONS IN PASSENCER TRANSPORT 

Railway 

For the railroads, the war meant a period of 
prosperity which completely reversed the 
trends of the previous decade. Troop move¬ 
ments required the services of half of all Pull¬ 
man equipment and one out of every six 
coaches. 21 In addition, a tremendous volume 
of civilian traffic was generated by peak indus¬ 
trial activity and by the shift of intercity and 
commuter traffic from the automobile. In 
1944, railroad traffic swelled to an all-time rec¬ 
ord of 98 billion passenger-miles, as con¬ 
trasted with the prewar high of 47 billion pas¬ 
senger-miles in 1920. Tourists once lured to 
distant vacation spots were summarily told to 
stay at home, and for the first time in many 
years the railroad traveler was confronted with 
standing room only. All this was accomplished 
with fewer accidents, with less equipment and 
smoother operations than in World War I. 

Automobile 

For the automobile, prewar trends were also 
reversed, but the wartime trend in motor trans¬ 
port was as abruptly downward as that of rail 
traffic was upward. War brought an abrupt 
bait to an era of phenomenal automobile ex¬ 
pansion. With automobile production stopped, 
gasoline rationed, speed curtailed and highway 

*1. Data on wartime transport from Release 1607, Of¬ 
fice of War Information, April 25. 1943 - 


construction at a minimum, every index of 
automobile transport showed declines for the 
first time in a generation. The number of reg¬ 
istered motor vehicles fell from 34.4 million in 
1941 to 30.1 million in 1944, and declined fur¬ 
ther in 1945. Tire and gasoline rationing re¬ 
duced total automobile traffic 40 per cent by 
1943. Intercity bus and local truck operations 
were also restricted by compulsory mileage 
limitations. 

Although the days of joy riding were over, 
the war emphasized the significance of the 
automobile as an essential method of worker 
transportation and community mobility. The 
reduction in accidents and in congestion result¬ 
ing from the limitation of auto travel to essen¬ 
tial uses was also a valuable demonstration of 
the need for improved traffic conditions, par¬ 
ticularly on the outmoded street systems of our 
larger cities. 

Intercity Bus 

Reduction of private transportation af¬ 
fected not only the railroads, but also the inter¬ 
city bus industry. In 1942, buses carried 692 
million passengers, compared with 361 million 
in 1940. By 1944. passenger-miles of travel by 
bus totaled 31 billion, nearly three times 
greater than the 1940 figure of 11 billion. 

Transit 

The transit (bus, subway and streetcar) in¬ 
dustry also experienced a heavy rise in business 
as a result of wartime urban congestion. Street¬ 
cars, rapid transit and city buses, which carried 
13 billion passengers in 1940, were taxed to 
capacity by an increase of 5 billion more pas¬ 
sengers in the next two years. Transit traffic 
then increased another 5 billion to a record 
total of 23 billion in 1945 .1 his new patronage 
resulted in a very considerable expansion of 
motor vehicle use by the transit industry — 
three out of every four new riders were accom¬ 
modated by bus/ 2 

22. The conditions which caused this large-scale increase 
in transit travel were the combination of automobile re¬ 
strictions and the high level of wartime business activity. 
Public carriers in San Diego in 1942 served 230 per cent 
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Airplane 

Air carriers in wartime also operated under 
heavy pressure. Despite the loss of half their 
equipment to the military, domestic airlines in 
1942 accounted for somewhat more passenger- 
miles than in 1941, and for twice as many 
pounds of air express. In 1945 the airlines han¬ 
dled a record 3.5 billion passenger-miles. 

The necessity for swift transportation of 
public officials and military personnel over 
long distances by air resulted in a phenomenal 
development of overseas aircraft operations 
during the war. The Air Transport Com¬ 
mand, operating over 100,000 miles of world 
air routes, opened up the first regular air pas¬ 
senger and freight service to numerous regions 
of the globe. By 1944 the ATC had ten times as 
many miles of routes as the combined routes 
of all the world’s prewar airlines. ATC carried 
a million pounds of cargo a week in 1943 to 
points within the Western Hemisphere 
alone. 33 By 1945 it was making 65 Atlantic 
transport crossings daily. 

The effect of the war on intercity passenger 
traffic is evident from the following tabulation 
showing passenger-miles (in billions) han¬ 
dled in 1941 and 1944: 



• 94 ’ 

•944 

Railway 

29 

96 

Automobile 

501 

280 

Intercity bus 

*4 

31 

Domestic airline 

M 

2.; 


b. EFFECT ON TRANSPORT EQUIPMENT AND 
FACILITIES 34 

War conditions also created many new 
transportation facilities and vast new indus- 

rnorc passengers than in 19jS; anti in Charleston (S.C.), 
641 per cent. For the country as a whole, transit traffic in 
1944 was 77 per cent ahead of 1940. These increases were 
taken care of in part by revisions in transit schedules and 
operations, anti in part by new equipment anti through the 
resurrection of previously retired trolleys and buses. The 
commuter was given a rather dubious wartime choice: 
straphanging or car-sharing. In some cases, he even chose 
to walk. 

23. Report on Air Transport. Office of War Informa¬ 
tion, June 7. 1913 - . , _ . , 

24. Data in tins section are based on a variety of official 
ant! unofficial sources and estimates. 


tries for the production of transport equip¬ 
ment. The greatest merchant-ship building 
program in history produced a total of 1,700 
ocean-going ships in 1943, and was operating 
at an annual rate of 24 million dead-weight 
tons in December of that year. The remark¬ 
able nature of this achievement is indicated by 
the fact that during the entire period from 1922 
to 1937 American shipyards produced only two 
ocean-going cargo vessels other than tankers. 

The aircraft program was a second major re¬ 
sult of the war production effort affecting the 
transportation industry. The total production 
value of the entire aviation industry was only 
$280 million in 1938. By 1942 it had soared to 
$6-4 billion and was second in value only to 
the steel industry. By 1943 the aircraft indus¬ 
try had achieved a production rate of $20 bil¬ 
lion per year. This tremendous industry, pro¬ 
ducing 100,000 planes annually during the war, 
involved nearly six times the dollar value of 
automobile production in its peak year. 

War, in addition, brought about the con¬ 
struction of many new basic transport facili¬ 
ties. Expenditures for military airports during 
the first six months of 1942 were $180 million, 
as much as the total during the previous six 
years. Altogether, $400 million was made avail¬ 
able for airport work in the fiscal years 1941- 
1942. By 1943 there were 865 major airports in 
the United States, exclusive of some unlisted 
military airdromes, compared with less than 
100 major airports in 1940. 

World-wide facilities for communication, 
weather installations and bases for aircraft op¬ 
erations were also established, and new dock 
facilities and access highways to expanded in¬ 
dustrial plants and military establishments 
were built on a large scale. Rapid strides were 
made in the extension of the Inter-American 
Highway toward Panama, and in the com¬ 
pletion of the pioneer Alcan Highway. 

Thus, while normal construction and re¬ 
placement of transport facilities were inter¬ 
rupted, the special exigencies of war added a 
large new investment in transportation plant, 
much of which is now usable for civilian re¬ 
quirements. 
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C. WARTIME CURTAILMENTS 

Transport facilities expanded wherever war¬ 
time demand required it; but, in many in¬ 
stances, replacements and additions to trans¬ 
port facilities were restricted. These restric¬ 
tions, combined with the wear and tear of 
heavy wartime traffic, resulted in a large ac¬ 
cumulation of postwar needs. Also, much of 
the transportation equipment still in good con¬ 
dition has become obsolete as a result of war¬ 
time developments in technology. 

Railroad cars and locomotives were strained 
by heavy wartime loading and continual use, 
and by the inadequacy of temporary and im¬ 
provised repairs. Automobiles used for long¬ 
distance commuting to war plants wore out at 
an abnormal rate; and many cars depreciated 
rapidly because of insufficient maintenance 
and repair. Motor truck and bus facilities were 
used much more intensively during the war, 
but replacements in most cases were limited. 
In the aggregate, truck mileage was cut 20 per 
cent, principally as a result of curtailment of 
local delivery services. Intercity for-hire truck¬ 
ing, on the other hand, increased both in 
miles of operation and in loading. All truck 
replacements were severely curtailed. 

Mileage of bus operation increased for all 
types of buses, and there was a very heavy in¬ 
crease in passenger-miles. While replacement 
of local bus equipment was about normal, the 
supply of new intercity buses was sharply re¬ 
stricted. 

Roads and streets, too, require continual re¬ 
placement and a high level of maintenance. 
This was difficult because of shortages of criti¬ 
cal materials, labor and machinery. The war¬ 
time concentration of traffic on city streets an 
main highways, as well as the excessive lo.u - 
ing of heavy trucks, resulted in deterioration 
of road surfaces where adequate maintenance 
was impossible. 

A tremendous deferred demand for new 
equipment and transportation media was, 
therefore, on hand when the war ended. This 
demand was due to several factors: inability to 
meet normal replacement demands during t «e 


war; the heavy wartime burden upon the 
transportation system; and the rapid rate of 
equipment obsolescence resulting from inno¬ 
vations in transport introduced by a war in 
which transportation served as a vital weapon. 

d. OTHER EFFECTS OF THE WAR 
In addition to physical changes already ac¬ 
complished or anticipated, many other signifi¬ 
cant changes will occur in the transportation 
system. In the long run, these should include 
lower costs, better service and heavier volumes 
of travel. Air transport, for example, will cre¬ 
ate a tremendous volume of new traffic because 
its speed and economy will make feasible trips 
not otherwise possible. Mass production of 
planes and technological advances will bring 
reductions in air freight rates and passenger 
fares. Vast numbers of men schooled in mili¬ 
tary aviation will provide the air crews and the 
technical and administrative personnel neces¬ 
sary to furnish the services demanded. Many 
of the airports built for military purposes arc 
being made available for commerce. 

An important reason for increased traffic 
volume is the introduction of world geography 
to the American people as a result of the global 
war, and the new familiarity of the soldier 
with his own country, as well as with nations 
overseas. The closeness of all the peoples of the 
world that is made possible by air transport 
service will mean that both business and social 
travel will increase among nations as it previ¬ 
ously developed inside each country. 

As for rates, technological improvements 
and new possibilities in design and operation, 
still to be exploited, promise very considerable 
economies. New competitive forces in trans¬ 
portation can easily bring lowered costs and 
improved service at reduced charges to the 
consumer, provided that public policies arc 
dedicated to this end. 

The war also provided a |x*riod during 
which it was possible to review past accom¬ 
plishments in transportation and to plan the 
future with a knowledge of the errors of previ¬ 
ous policy. The railroads arc actively engaged 
in research to develop new types of passenger 
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equipment that will permit them to retain a 
part of their wartime gains through the provi¬ 
sion of better and lower-cost service. Highway 
engineers arc planning their programs with 
the realization that much of our prewar high¬ 
way design was antiquated, and that in the fu¬ 
ture much greater emphasis must be placed 
upon the transportation problems of the city. 
Automotive engineers are placing greater 
stress on the desirability of lighter and more 
maneuverable vehicles. Aircraft manufacturers 
are adapting wartime experience to peacetime 
markets. All transport industries have learned 
important lessons that will bear fruit in the 
next decade. 

3. Future Demand for Transportation 
Services and Facilities 

a. deferred demand 

During the transition period, the backlog de¬ 
mand in transportation is being reflected in two 
categories. On one hand, there is the demand 
for transportation services, or for recreation re¬ 
quiring transportation, that were not available 
or could not be enjoyed during the war: auto¬ 
mobile trips restricted by rationing; vacations 
deferred for lack of time; cruises and ocean 
travel halted by war; foreign countries closed 
to visitors. On the other hand, there is the de¬ 
mand for equipment to make up for lack of re¬ 
placements, and to provide the capacity to meet 
normal plus deferred demands for transport 
services. Millions of automobiles arc needed 
to replace those that have been scrapped or 
that are in poor operating condition. Private 
planes, unobtainable during the war, are in 
demand. New rolling stock for public carriers 
and deferred highway and airport construc¬ 
tion arc necessary. These demands, unsatis- 
iicd during wartime, will together support a 
sizable peacetime program of construction, 
manufacture and consumer outlay during the 
rest of the decade. 

Passenger Automobile 

With automobile production at a standstill 
after the spring of 1942, the normal supply of 


new automobiles was reduced from a ten- 
year average of approximately 2,750,000 cars 
per year to 250,000 for each of the years 1942 
and 1943, with practically no supply thereafter. 
As a result, total registrations decreased from 
29.5 million passenger cars at the end of 1941 
to 25.1 at the end of 1945. A large percentage 
of the remainder consisted of cars in bad re¬ 
pair, for by 1946 some 45 per cent of all cars 
were ten years old or over. Consequendy, at 
least 11 million worn-out vehicles still on the 
road at the end of the war required replace¬ 
ment. 

It has been estimated on the basis of pre¬ 
war trends that total passenger-car registra¬ 
tions in 1945 would normally have been 31 
million, an increase of 4 million cars over 1940. 
Therefore, since there were only about 25 mil¬ 
lion in use by the end of 1945, there were 
6 million fewer cars than would have been de¬ 
manded under prewar conditions. Adding 
these 6 million cars to the replacement need 
of 11 million, the total backlog approxi¬ 
mated 17 million automobiles, or an average of 
more than 4 million per year during the period 
1946-1949/ 3 This does not include additional 
replacements continuing during this four-year 
period, which would bring average annual de¬ 
mand to above the 6 million mark. This rate 
is far above actual output in the first year of 
peace and may not be attained before the end 
of 1947. 

Private Aircraft 

It may be assumed from the prewar upward 
trend in certificated private aircraft that, if the 
war had not intervened, there would have been 
a further increase in airplane ownership equal 
at least to the rate of the last peacetime years. 
On this assumption, total private aircraft 
might have increased from 24,000 in 1941 to at 
least 40,000 by 1945. 

Deferred demand would accordingly ap¬ 
proximate 16,000 planes. But the war intro¬ 
duced a number of factors to alter the normal 

25- See also S. Morris Livingston, Mar^ett after the War. 
Bureau of Foreign and Domestic Commerce, 1943, pp. 
10-11. 
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pattern of demand. Possibilities of improved 
aircraft design and the general increase in 
familiarity with airplane use, particularly 
through the training of military pilots, were 
among these factors. 

The disposition of surplus aircraft has pro¬ 
vided one outlet for pent-up private plane de¬ 
mand. Up to May 30, 1946, a total of 24,000 
civilian-type planes had been sold through the 
Surplus Property Board, most of them light 
planes used in war-training service or liaison 
work. 20 This, of course, docs not measure total 
pent-up demand at all, because the types of 
planes offered as surplus are not particularly 
suited to civilian needs and because much of 
the deferred demand could not be expressed 
until members of the armed services were in a 
position to buy. 

A recent survey of postwar aviation cus¬ 
tomers indicated that most consumers were 
not anxious to purchase immediately, that un¬ 
certainty concerning the design and cost of 
postwar aircraft left the extent of the actual 
and immediate demand highly problematical. 
For example, 80 per cent of military personne 
interviewed in this survey who were interested 
in owning their own planes indicated they 
would not be ready to purchase immediately 
after the war; for civilians the percentage was 


postwar rate and service competition, is creat¬ 
ing a heavy demand for new trucks and buses, 
new railroad freight and passenger equipment, 
and cargo and passenger aircraft. To meet 
equipment demands, some wartime facilities 
arc available. The merchant-ship building 
program has left a surplus of shipping fa¬ 
cilities, and barges constructed during the 
emergency may provide ample river boat 
equipment. Large numbers of military cargo 
planes have been made available for com¬ 
mercial use, although new aircraft designed 
for economical freight and passenger opera¬ 
tions should soon supersede wartime models, 
especially in view of the high cost of modify¬ 
ing military models to meet commercial re¬ 
quirements. 

Railway 

Minimum replacement needs for the rail¬ 
roads in the first five postwar years have been 
estimated at 70,000 freight cars and 1,270 loco¬ 
motives per year, at an annual cost of $30° m ' 1 ' 
lion, plus $5° million P cr y car for P nsscn 6 cr 


IT 


93 . 

Therefore, deferred demand for private 
planes will probably not be a major factor. 
The widespread but cautious interest in 
owning a light plane is conditioned by so 
many variables that large-scale effective c* 
mand will be expressed only after there has 
been a demonstration of what manufacturers 
have to offer. Meanwhile, by the middle o 
1946 there were nearly 60,000 private aircra t 
registered and backlog orders approaching 
another 50,000. 

Commercial Transport Equipment 
The need for replacing worn-out equip¬ 
ment, plus the need for modernization to meet 

26. Avialion Nesus. August 5. > 94 ^, P- *•>• ... 

a 7 . Tomorrow, Customer, lor Auanon. Crowe. 
Collier Publishing Company, August 1944 - 


cars . 30 

These figures conform closely to gross capi¬ 
tal outlays of $350 million for <*l ui P mcnl ac ' 
tually made during i 9 45 - A large program of 
modernization in the future will call for 
very much greater expenditures than those of 
,hc wartime period. But these figures indicate 
that the outlay necessary to meet deferred de¬ 
mand in railroad transportation equipment 
was not so significant as in the industries 
where there was a greater curtailment of war¬ 
time replacements. 

Trucks 

The probable extent of deferred demand for 
motor trucks is indicated by a comparison of 
prewar and wartime availability of equipment 

28. P. H. Middleton. "Freight Transport in the1 United 
Sntrt" Railway business Association. March > 945 ; 1 he 
££ quoted arc horn Dr. |. «I. P-nnctoc. 

American Railroads. Similar estimates of railway capital 

expenditure for 1945 w ' tr ,n ,l,c , ?”* r ,,J " “ f ,9 ‘Yi 
.ITon tl'e assumption .ha, the war with Germany would 

j . early in .945. *•** «"»>* M ,jn " rl * "* ", A ' 

total figure was in die neighborhood of $ 4 °o million. 
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for civilian use, and by the prewar trend in 


truck 

registrations: 20 

Per Cent 
Change From 



Registrations 

Previous Year 

Production 

1939 

4,414,000 

+4.5 

685,000 

1940 

4,590,000 

+ 4-0 

700,000 

x 94 i 

4,876,000 

+6.2 

823,000 

1942 

4,608,000 

- 5-5 

125,000 

*943 

4,480,000 

-2.8 

2,888 

1944 

4,538,000 

+*.3 

119,081 

*945 

4,903,000 

+8.0 

3 * 3 »® 7 * 


Assuming that the prewar upward trend of 
4 per cent annually in truck registrations might 
have been expected to continue had there been 
no interruption by war, and taking into ac¬ 
count the fact that between 1941 and 1944 less 
than 300,000 trucks were produced instead of 
the 2 million required for replacement, it is es¬ 
timated that the backlog demand for trucks at 
the end of 1945 was between 2.5 and 3 million 
units. 

Duses 

Curtailment of bus production was not so 
drastic as in the case of trucks. City buses were 
made available in large number to accommo¬ 
date the heavy increase in transit travel; and 
additional equipment was made available for 
war plant requirements. The normal demand 
for intercity buses and school buses, however, 
was not met. 

The prewar and wartime trend in bus regis¬ 
trations and production for civilian purposes 
was as follows: 30 



Registrations 

Production 

*939 

* 38.250 

18,655 

1940 

142,300 

17.207 

* 94 * 

146,058 

*6,596 

1942 

* 5 *,° 3 * 

* 5.573 

*943 

156,891 

4 . 0*9 

*944 

161,107 

9.462 

*945 

166,044 

*7,65* 


Despite the high level of bus production dur¬ 
ing most of the war period, the heavy utiliza- 

29. Data from Motor Truck Facts. 1944 edition. Auto¬ 
mobile Manufacturers Association, ami Public Roads Ad¬ 
ministration Annual Report. Table MV-32. 

30. Data from Automobile Facts and Figures. 26th edi¬ 
tion (1944 and 1945). Automobile Manufacturers Asso¬ 
ciation. and Hus Transportation, January 1946. 


tion of bus equipment and the impossibility of 
providing adequate intercity and school types 
point to a considerable accumulation of de¬ 
mand, even if traffic volume declines. 


Aircraft 

Early in 1946, domestic airlines had about 
500 planes in operation compared with the pre¬ 
war high of 359. Deferred demand for addi¬ 
tional equipment to accommodate heavy war¬ 
time traffic was met partially by the return of 
transports from the military, and partially by 
stepping up operating efficiency and equip¬ 
ment utilization. A considerable amount of 
new airline equipment is needed, however, 
for contemplated new services. 

Since much of this demand is contingent 
upon the awarding of routes, as well as upon 
the development of airport and airway facili¬ 
ties to furnish service to additional cities, the 
extent of actual deferred demand is difficult to 
determine. But a reasonable estimate suggests 
that at least a doubling of the 1940 seating ca¬ 
pacity, from 6,000 to 14,000, will be demanded 
for domestic services alone during the transi¬ 
tion period.* 1 


Highway Construction and Maintenance 
An example of how material and manpower 
shortages cut down the normal highway pro¬ 
gram is provided by data on the federal-aid 
program. During 1941, without the restraints 
imposed by war, 7,235 miles of federal projects 
were initiated. In 1942 the total was 1,586, and 
in 1943 the number of miles placed under con¬ 
struction was less than 375.** 

Similar conditions affected other main-road 
construction and, to a lesser extent, the con¬ 
struction of county and local roads. The only 
highway projects undertaken in the war years 
were routes of military importance. At the 
same time, use of makeshift materials and tem¬ 
porary repairs only postponed the eventual 
need for replacement. Reduction in the normal 


31. Sec "Air Transportation in the Immediate Postwar 
Period." Curtiss-Wright Corporation, March 1944- 

32. T. H. MacDonald, before the American Association 
of State Highway Officials. December 1942. 
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highway program during the war, plus the ef- ated by postwar conditions rather than de¬ 
fects of heavy wartime traffic on the rate of ferred demands created by wart,me shortages, 
highway depreciation, has resulted in an «ti- ^ 

mated construction backlog of $2 to S3 billion 

for replacement and postponed improvement. A large amount of consumer travel was 


Railroad Plant 

Railroad construction and maintenance 
prior to the war were far below an adequate 
level, although maintenance work was in¬ 
creased considerably during the war. In 1943, 
expenditures for roadway and structures on 
Class I railroads totaled $198 million, consid¬ 
erably above prewar figures. New construction 
continued, however, at a relatively low rate. 
Since 1931 the carriers have quite consistently 
been forced to defer needed replacements and 
improvements, with the result that despite 
wartime expenditures there still remained a 
large backlog of improvements to be made in 
trackage, buildings, bridges, yards, shops and 
terminals.” 

It has been estimated that in the first peace¬ 
time years $350 million per year would be nec¬ 
essary for the improvement of roadways and 
structures.* 4 Not all of this is work deferred by 
the war, however, for much of the need ac¬ 
cumulated during the prewar decade. 

Airport Construction 

While many individual airport projects were 
postponed by lack of construction equipment 
and labor, and possibly by the curtailment of 

• » f.* . Jl.l n^t rrr. 


postponed during the war, and at least part of 
this may be regarded as "deferred demand." 
The largest item appears to be vacation travel, 
including trips at home and abroad. In normal 
years, an average of some $400 million was 
spent by consumers in foreign travel. Most of 
this travel was impossible during the war, but 
the desire to sec the world has become stronger 
than ever before. Were it not for the war, at 
least $2 billion would probably have been 
spent on foreign travel by the end of 1945. 

Many domestic trips and vacations were also 
deferred. Most of this accumulated demand 
for domestic travel is materializing as pur¬ 
chases of gasoline and other items involved in 
automobile operation. The curtailment of 
automobile travel throughout the war un¬ 
doubtedly created a pent-up demand for pleas¬ 
ure and recreational driving of considerable 
magnitude. During the travel year 1941, for 
example, a total of 21 million persons visited 
the national parks, monuments and recrea¬ 
tional areas under the jurisdiction of the Na¬ 
tional Park Service.** About 8.4 million per¬ 
sons visited the national parks alone, of whom 
m per cent arrived by passenger car. Most of 
this travel was, of course, impossible after 1941. 

Although much of this postponed travel can 
never be fulfilled because of the limited time 


and labor, and possibly by the curtailment u. -- - ncvC rthc 

«■«» “Vs;£ £ CftSlSSZltSE - 

:rL“ p :r“* *. ■ 

ment of civil airports and the construction o 
new military airdromes that arc suitable for 
use by civil aircraft did, in fact, result in ex¬ 
pansion of facilities considerably beyond what 
might have been expected under peacetime 

conditions. 

The peacetime airport construction pro¬ 
gram, therefore, will serve new demands crc- 

33. Industry Record. National Industrial Conference 
Board, May 1943. 

34 - Middleton, op. at., p. at. 


b. CONSUMER DEMAND IN I95O AND K)Co^ 

History provides many examples of the diffi¬ 
culties of prediction in the field of transporta¬ 
tion, and of hesitation to concede the possibili¬ 
ty Department of the Inter,or. National I'atk Service. 

-TtrTbSST*£ 5. »«• —• of .... 

a„ump.iom as to population, national income. consumer 
fi limre ftc on which these estimates for 1950 and 
'X are Used." See also Append* 9 for methods used 
in estimating consumption expenditures. 
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ties of the future. In 1909, one of the deterrents 
to automobile ownership was thought to be 
the fact that every motorist would have to 
keep his car in a costly “automobile house” 
equipped with complete repair facilities, drain- 
agc pits, washing apparatus and turntable. 37 
Many persons refused to risk their lives in 
these newfangled gasoline contraptions. It was 
widely conceded to be "nothing less than 
fecble-mindcdness to expect anything to come 
of the horseless carriage movement." 3 '’ As late 
as 1912, the proposal for a 50,000-milc national 
system of highways was attacked as a frivolous 
expenditure of public funds “for the benefit of 
a few wealthy pleasure seekers”: 

It should be understood in the first place that these 
highways are intended for . . . automobile tour¬ 
ing traffic, since for long-distance freight trans¬ 
portation it is impossible for haulage over any 
road surface to compete with the low cost of haul¬ 
ing on a railway.* 9 

The steam locomotive fared little better at 
the hands of the prophets, partially because 
they thought man would be unable to endure 
its speed. And as early as 1905 it was thought 
of the airplane “that the limits of success have 
been reached with this type of flying ma¬ 
chine."" 

Lack of imagination has characterized most 
pronouncements concerning the future of 
transportation, but even accurate forecasts of 
future changes were met with universal in¬ 
credulity. At best, then, there is the difficult 
choice of being considered feeble-minded now 
or later. Nevertheless, transportation history 
has repeated itself often enough to furnish the 
crystal-gazer with something to look into, even 
though past experience warns against prognos¬ 
tications. 

As in the past, the general level of future 
passenger and freight traffic will depend to a 
major degree upon the nature of total needs in 
otlur fields and on the extent to which these 

57. II. P. Hortefett Carriage Djyt. Harper Sc 

Brother'. Ne w York. « 957 . P- »*» 3 - 

3«. Motor. May 1909 . P- 35- 

39. rditori.il. Engineering .Wiry- Record. May 16, 1912. 
p. «>;7. I? ditN supplied. 

40. Motor, October 1905, p. 37. 


other needs are met. The assumptions of a high 
level of activity on which this study is based, 
however, indicate a heavier volume of total 
traffic than in the decade prior to the war. 

Although the prospects for a substantial per 
capita increase in passenger traffic seem fairly 
certain, similar expectations for freight traffic 
arc open to question. While intercity passenger 
transportation increased more than fivefold 
per capita over the past quarter century, inter¬ 
city freight traffic on a per capita basis actually 
declined from 4,700 ton-miles in 1916 to 4,600 
ton-miles in 1940. 

Changes in manufacturing techniques and 
in the organization of industry suggest a con¬ 
tinuation of this trend, although increases in 
population will mean greater total volumes of 
freight. Among the factors reducing per capita 
traffic needs will be the further development of 
long-distance transmission of electric power 
and the diminishing importance of coal traffic, 
which now comprises a major item of railroad 
freight. Further decentralization of industry 
and establishment of factories closer to sources 
of raw materials — which may be greatly ac¬ 
celerated a few years hence by the industrial 
application of atomic energy — will also tend 
to decrease freight tonnage. The use of lighter- 
weight materials for new housing and other 
durable goods may have the same effect. 

While it is assumed that per capita freight 
traffic in the long run will be more likely to 
register losses than gains, passenger travel in 
the postwar period may be expected to remain 
substantially over prewar levels. Among the 
reasons for this arc the larger number of per¬ 
sons in gainful employment in the postwar 
period, an increase in leisure time and recrea¬ 
tion, improvement of transportation facilities 
and equipment as a result of wartime techno¬ 
logical advances, and the much greater radius 
of travel provided by the airplane. Reduction 
in the cost of transportation to the consumer 
would also increase total demand for domesuc 
and foreign travel. 

Largely because of air transport expansion, 
postwar consumption expenditures for travel 
should constitute, under the assumptions of 
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this survey, almost .. per cent o£ total con- 1947“ A slight increase however is indi- 
sumption outlays in 1950 and more than 12 per cated thereafter, with 1948 estimated at 14.5 
cent in i960. This contrasts with 10.4 to 10.7 billion, and 1949 at 15 billion, passengers, 
per cent in relatively prosperous prewar years. By 1950, in view of the increase in the labor 
This would mean an expenditure of about $9 6 farce since 1940 and of the rise in population 
billion in .950 and S»-f billion in .960, or $66 transit patronage should be higher din£fae 
and $80 per capita, as compared with $7.3 bil- the war, w.th the bus supplant.ng the ekcuac 
lion, or $ 55 per capita, in ,940. -face way « No ■ncr^ and perhaps 

Any attempt to forecast the growth of indi- even a decl.ne) in patronage from the 1^0 


- , - r - w . 

vidual transportation media must take into ac¬ 
count numerous factors, many of which are 
hardly susceptible to quantitative measure¬ 
ment. On the basis of the general economic 
conditions assumed for the 1950 decade, how¬ 
ever, and taking into account the probabilities 
of postwar technological development, it is 
possible to make the following observations 
concerning future demand. 

(1). Public Passenger Transportation 
Transit Industry 

The volume of local passenger service pro- 


V » v 1 I O / --- l -O 

level will be experienced by i960, however, de¬ 
spite a larger working population. This will 
be due to the continuing dispersion of com¬ 
munities and the resultant greater dependence 
upon individual transportation. 

Railroad 

The loss of military traffic, and an early shift 
of much passenger business to the highways 
and to the air, assures a sharp decline in rail¬ 
road patronage of all classes during the transi¬ 
tion period. Much of the Pullman traffic will 
shift to scheduled airline service because of 
The volume of local passenger service pro- in moncy an d time and the increasing 

vided by the urban transit industry, which and safcly of flying . Fast day coach 

reached an all-time peak during wartime, can rai i w ith modern lightweight equip- 

be expected to decline substantially during? the wi „ cominue IO be provided at least for 

latter part of the 1940-1950 dccadc ; ahrinkagc modcralc distances. Even much of this traffic 
of the labor force through withdrawal of ^ ^ ^ ^ aif howcvcr# 
emergency workers is reducing the volume 01 i( . $ p ro b a blc that the railroads, with 

homc-to-work travel. Wider adoption of a cxcep cion of high-density lines and those 
five-day working week is also proving sign'll- ^ . hcavy commu tation traffic, will no 

cant. At the same time, worker transportation ^ ^ an important carrier of passengers, 

will shift from public carriers to private auto- ^ ra j| r oads, however, may retain a compcti- 
mobiles as new cars become available. ^ vc J( j van tagc over air transport on overnight 

The force of these impacts on the transit in- and f or shorter trips, as long as excessive 

dustry will depend in part upon how readily ^ rcqu j rcd f or a j r travel because of the 

mass transportation services can be improve _^ f „ , n ,i f rnm t hc airport. 

to enable the carriers to retain some of the war- 
acquired traffic; and in part on the possibilities 
of marketing a light and inexpensive automo¬ 
bile better adapted to city driving. However, 
in the transition period it may Ik- expected that 
transit patronage will decline sharply from t ‘ c 
23 billion passengers carried in 1945. as ncW 
automobiles become available. 

Department of Commerce estimates o 
transit patronage in the postwar period indi¬ 
cated a sharp reduction to 146 billion in 


distance to and from the airport. 

Department of Commerce estimates ol rail 
travel during the transition period reflect the 
belief that much of the very hcavy traffic car¬ 
ried during the war will return promptly to 
the highway, as private motor travel resumes 
its normal volume. 

4, Post-War Traffic Ltvelt. Interstate Commerce Com- 

tS potentialities. ye dnr.es 
Stephen v^Tr-Jr*/ Pro,rests lor Poster Traffic. An,,, 
can Transit Association. 1944- 
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Specifically, rail traffic is expected to drop 
from the 1944 figure of 98 billion passenger- 
miles to a little over 29 billion in 1947, which 
would be approximately equal to the traffic 
volume in 1941. It is further indicated in these 
estimates that a fairly stable level of railroad 
patronage should continue through 1949 at 30 
to 31 billion passenger-miles. 

Intercity Bus 

The intercity bus performs much the same 
service as the local railroad coach. As long¬ 
distance rail travel shifts to the air, it is likely 
that the short-run service formerly provided 
by rail will to a large degree be furnished by 
cheaper bus operation, which can provide 
more frequent schedules for low-density traf¬ 
fic. This would indicate an increase in bus pa¬ 
tronage, although long-distance bus operations 
will be highly susceptible to air competition as 
route mileage is extended and as second-class 
air service is made available at reasonable rates. 
But the fact that more than half of all bus pas¬ 
sengers now travel less than 25 miles, a dis¬ 
tance not subject to regular air competition, 
suggests that with improved highway facilities 
and better buses there will continue to be a 
heavy volume of bus travel after 1950. How¬ 
ever, the possibility of moving short-run traf¬ 
fic by helicopter may modify this conclusion. 

Department of Commerce estimates for the 
first few postwar years indicated that the net 
effect of the various factors determining the 
volume of intercity bus traffic would be a very 
substantial decrease below wartime peaks. 
Nevertheless, bus operations were expected to 
remain at higher levels than during prewar 
vears. The Department estimated bus travel at 
13.7 billion passenger-miles in 1947, 14.2 bil¬ 
lion in 194S and 14.5 billion in 1949. 

Commercial Air Transport 
Although the future of air transportation 
provides excellent occasion for expressions of 
opinion, it is hazardous to attempt to translate 
it into consumer dollars. Much of the specula¬ 
tion concerning air transportation has been in 
terms of the extent to which the plane will 


compete for the traffic now carried by other 
media. Transportation history demonstrates, 
however, that the most spectacular result of 
every new method of transportation has been, 
not the shift of traffic from existing facilities, 
but the new mobility that the innovation made 
possible. The importance of the steam railroad 
was not in its superseding the canal; nor was 
the automobile significant because it embar¬ 
rassed the horse. The airplane will be no ex¬ 
ception to the rule, for, while it will assume a 
large volume of the traffic now moving by land 
and water carriers, its importance will lie pri¬ 
marily in the expanded travel and traffic which 
its speed and cost advantages will make pos¬ 
sible. 

Speculation concerning the future of air 
transport was enhanced by the extraordinary 
wartime developments. Early in January 1943, 
the Civil Aeronautics Board asked Congress 
to revise the Civil Aeronautics Act so that the 
Board could handle an expected expansion of 
commercial aviation from the 8 million land¬ 
ings and take-offs of that year to 60 million 
traffic movements in 1950. Elsewhere it has 
been predicted that “within a very few years" 
there will be five times the present traffic be¬ 
tween points already connected by air in the 
United States, and that if the number of points 
served by air is increased to 1,000, compared 
with 200 in 1941, total air traffic will increase 
again from 50 to 100 per cent. The rates 
charged for this service might be as low as 2.5 
cents per passenger-mile, and almost certainly 
as low as 3 cents. 43 

From 1931 to 1940, commercial air travel in 
the United States increased at a nearly constant 
rate. A continuation of this rate of growth 
would mean a total of 10 billion passenger- 
miles in 1950. It has been estimated in one 
study that actual increases in domestic airline 
travel will be lower than the straight-line 
trend, as follows (in billions of revenue pas¬ 
senger-miles) : 44 

43 . Edward Warner. "Post-War Transport Aircraft," 
Royal Aeronautical Society. London. May >943- 

44 . Dat3 from Air Transportation in the Immediate 
Post-War Period. Curtiss-Wright Corporation, March 1944 . 
p. 80. 
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Straight-Line 

Trend 

Estimated 

Trend 

*947 

4.8 

5-5 

6.1 

66 

1948 

6.1 

1949 

77 

7.0 

1950 

9.9 


Other estimates place domestic airline busi¬ 
ness as high as 8 to 12 billion passenger-miles a 
few years from now, or five to eight times 
the 1942 volume. 43 An eightfold increase over 
1943 traffic is elsewhere forecast for 1953. 
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transport possibilities forecasts a total of 345,- 
000 Atlantic passenger arrivals and departures 
by the fifth postwar year, equivalent to 38 per 
cent of the total number of passengers travel¬ 
ing between the United States and all Europe 
in 1930/* By the tenth postwar year, air traffic 
is estimated at 75 per cent of total travel be¬ 
tween the United States and Europe in 1930. 

Adding all other (i.c., other than European) 
foreign travel, it is estimated that total United 
States international air passenger arrivals and 

.tl I • I - .!»l.l k ArKr\AM AT C\ZC\ 9 


l a., departures wi.l be in ihe*.neighborhood of 95 o, 

reld;“ n e a i' cou'ntry neighbor to the J in t 95 o. of 

New Yorkm Moscow thlnit d«s to go from Wpas«nger-rn,les 

Th ~ f,8urcs 

terpatt°of ^ “ 

A number of passengers may eont.nue to J , evcl can be reached 

travel abroad by ocean vessel for the pita 3 reasonable time," a tremendous cx- 

and relaxation of the voyage. But for those: on ™ ^ ^ tfavcl may bc expected. An ex- 

business trips or with short vacations, P q{ ^ volumc o{ inlcrn ationnl air travel 

saved by air travel will be highly import • Unilc d States residents considered possible 

further attraction will bc lower costs by a. , 7 * ^ fafC is lhc Brookings estimate of 

which can bc cxpcctcd eventually to rcac » , 0 billion passcngcr-milcs, which 

. low as $100 one way to Europe, comparcc u 1 « ^ » c i osc lo the total intercity common 

more than three times as much today. • passenger traffic by rail, bus, and air in 

It has been estimated that half of the maxi- ^ ^ - n ^- 
mum prewar transatlantic travel in the I 

and cabin classes will take to the air within a (j) PfiyaU Passenge r Transportation 

few years, and that newly created tra ic w» ^ difficulty in estimating the volume of 
equal twice the amount diverted fr > ivalc transportation is in determining the 

steamship. Expressed in number a P- extent of private plane owner ship and use, and 

gers, this means that an average of 1 • ^ consc ^ ucnl crTc cts upon the use of auto.no- 

sengers per day would fiy in each direct ^ A< ^ m limc , the automobile has 

tween North America and Europe. become f or millions of people a necessary daily 

One study of international air pas c „ means of local short-run transportation, lhc 

Ay I Parker Van Zan.lr. "Air Transport." in Trjns- car owner can make hlS less frequent long 
PorLon and National Potsey. National R,v.urco dislancc trips by highway at 1<>W marginal Cost , 


board. 

aC. Aviation Predictions. Aviation Research A ' - 

P 47 - "Postwar Horizons ” Business Week. M J “ h '• 
48. Warner, op. at., pp. 18-19- 


brookings Institution, Washington. « 944 - 
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even though the automobile may not be an 
ideal way o£ traveling long distances. 

Private Plane 

It would appear, then, considering present 
aircraft design, that the private plane will at 
first be purchased chiefly by those who can af¬ 
ford to own both an automobile and a plane, or 
by rural residents whose need for long-distance 
travel can be better met by plane than by auto¬ 
mobile. In addition, however, a new market 
for private planes will be provided by military 
personnel and by the younger generation of 
flying enthusiasts, many of whom may prefer a 
plane to an automobile. 

It is possible that private vehicles of the fu¬ 
ture will not all fall into the category of high¬ 
way vehicles or air vehicles, but that a new 
vehicle will be marketed to provide both types 
of service. For long distances, such a vehicle 
would be flown; for local short-run service, or 
when weather or other conditions demanded, 
it would be operated on the streets and high¬ 
ways. Such vehicles might be designed to per¬ 
form cither the long-run or the short-run func¬ 
tion more efficiently, depending upon the pri¬ 
mary purpose for which they arc to be used. 
The objective of such a combination vehicle, 
however, may be more readily achieved by the 
helicopter. 

According to Charles I. Stanton of the Civil 
Aeronautics Administration, “within four 
years of the end of hostilities there will be 
some 300,000 civilian planes in active serv¬ 
ice”; 81 and the Assistant Secretary ol Com¬ 
merce for Air, William A. M. Burden, said in 
1945, “this nation will have 400,000 civil air¬ 
craft in the next ten years.” 5 " 

Some clues to the postwar market for light 
planes arc offered by the Crowcll-Collicr con¬ 
sumer study.' 1 For example, 12 per cent of 
those who would purchase a plane stated it 
would be in place of a car, while 84 per cent 

51. Aviation Research A«mu!fv op. n:.. p. 7. 

5 -’. Address ;<t Town I la!!. New York, lanuary 30, 

To- '»,<>„ V Cumnert Mini--*. Crowell-Oil- 

•f i ti ! -iuii ? 1044. 


said it would be in addition to a car. Nearly 
60 per cent of potential plane owners expected 
to use their aircraft primarily for pleasure, 39 
per cent of civilian purchasers named a com¬ 
bination auto and plane among the types of 
planes preferred, 31 per cent thought the con¬ 
ventional type of plane would be preferable 
and 26 per cent considered the helicopter most 
suited to their needs, principally because they 
thought it would be safest. Over half of all 
civilians in the market for light planes said no 
plane was manufactured before the war that 
they would like to own. 

While the number of privately owned light 
planes will depend upon how safe, inexpensive 
and serviceable such vehicles can be made, 
there is no convincing evidence that all of these 
qualities cannot be incorporated into private 
aircraft of the future. This likelihood, together 
with the extent of private flying even under the 
adverse conditions prevalent before the war, 
furnishes more grounds for optimism than 
doubt. 84 

How many private planes there will be five 
to ten years from now has been variously esti¬ 
mated by government and industry, with 300,- 
000 the most commonly quoted figure and 
400,000 the highest. 18 Minimum prices have 
generally been estimated close to Si,000 (at the 
1940 price level). Here it is assumed that in 
1950 there will be 100,000 private planes in use . 
by consumers and 50,000 sold at an average 
price of $2,000 each. In i960 the number is esti¬ 
mated at a million, sales at 250,000 and prices 
20 per cent lower than in 1950. These fig¬ 
ures exclude combination autoplanc vehicles, 
which arc here classified as automobiles. 

Automobile 

In 1950. assuming that the backlog demand 
for automobiles will already have been met, 
total registrations will be considerably above 
the prewar maximum as a result of higher na- 

54. Tor .1 discussion of some of flic factors determining 
ihc future market for private planes, sec Ceisse and Wil¬ 
liams. op. at. 

ss- Aviation Research Associates, op. cit., p. a. Also 
('11 .1 Aciatton a Kit the Xarionjl Economy. Civil Aero¬ 
nautics Administration. 
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tional income, population and employment. A 
continuing decline in the ratio of population 
to passenger cars can be expected. With a drop 
from an average of about 5.5 persons per vehi¬ 
cle in 1930 to 4.5 in 1941, a continuing down¬ 
ward trend to 4 persons per vehicle is assumed 
for 1950. This would mean a total registration 
of 36 million automobiles, and an annual re¬ 
placement demand of some 4 million. 

With private aircraft available at prices com¬ 
petitive with the automobile, however, the sub¬ 
stitution of the private plane or helicopter for 
automobiles would reduce automobile de¬ 
mand appreciably. How far this competition 
develops will depend primarily upon the de¬ 
velopment of a safe, low-cost private plane, and 
secondarily upon the degree of improvement 
in the design and economy of the automobile, 
and the extent of redesigning and rebuilding 
of needed highway facilities, particularly in 
the cities. Although these variables make spe¬ 
cific estimates for 1950 extremely difficult, it 
seems likely that of a total demand of 5 mil¬ 
lion private vehicles (of which 1 million arc 
additions and 4 million replacements), ap¬ 
proximately 100,000 will be aircraft, and that 
total private aircraft in operation in that year 
will number approximately one third of a 

million. 

By i960 the popularity and use of the private 
plane should be following the pattern of ex¬ 
pansion which characterized the automobile in 
the 1920's. In i960, expenditures for private- 
transport equipment will have increased 
sharply over 1950, with a heavier share going 
for airborne vehicles. 


(3). Summary: Consumer Dent and 

Estimating future consumption expendi¬ 
tures in the rapidly changing field of trans¬ 
portation is extremely hazardous. '1 he uncer¬ 
tainties that surround any attempt to forecast 
the future on the basis of past trends or p*'*t 
relationships to disposable income are accen¬ 
tuated in the field of transportation by the 
problem of evaluating the effects of the rapid 
expansion of air transportation. As to how 


rapidly consumer air travel by private plane 
and commercial airline will increase, even the 
best-informed experts disagree. Even if we 
knew the answer to this question, however, 
there would still be a wide latitude of judg¬ 
ment as to what the effects would be on the 
older forms of transportation, e.g., the shift of 
rail Pullman traffic to commercial airlines. 

Perhaps the most difficult factor to evaluate 
is the amount of “new” travel that will result 
from economical high-speed air transporta¬ 
tion. Just as it would have been quite impos¬ 
sible in 1915 to estimate the new mobility cre¬ 
ated by the automobile, so today the hope for 
accurate forecasts of air travel is not great. It 
has therefore been possible only to express a 
judgment of consumer air travel and aircraft 
purchase and operation in the light of present 
technological possibilities and of the relative 
effects that such developments may have on 
automobile, bus, railroad and other transport 
media." 

The expenditures for passenger travel which 
arc listed in Table 81 represent only con¬ 
sumption expenditures, and exclude expendi¬ 
tures for government and business travel. For 
the private automobile, for example, the con¬ 
sumption figures comprise only 70 per cent of 
total expenditures for automobile transporta¬ 
tion in 1950 and i960. Consumption estimates 
for rail transport are likewise assumed to be 
approximately 70 per cent of the total, while 
consumption outlays arc 95 per cent of transit 
expenditures and 90 per cent of intercity bus 
expenditures. For domestic airline transport, 
50 per cent is assumed to be the part which 
consumption expenditures will comprise of 
the 1950 total, with an increase to So per cent 
|,y i960. Private aircraft expenditures arc as¬ 
sumed to be two thirds consumption outlay. 

<6. The method of arriving .11 tl.r ^ con¬ 

sumer e*pendiiurcs was. firM. «« estimate other 
, tJ nsuonrioil expenditures on die basts of |us« •< n 
U..I* to disposable income; *c.nd. o»m..tc air travel 
.ndC-cndcndy on the had* of h-ccas.s made by air u^e 
and. thud, t., adu.st downward some of the o her 
dun air transportation estimate* to allow for »ub»Utution 
|,v air travel. For details sec Append.* J. 

<7. Rased on Edward I-. I Consumer F*pend.- 

ruro for Selected Cr.-i," of S« rvices. 19 * 9-4 * • Snrrry */ 
Current Buttneit. October 1942. 
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Tablb 8i 

Estimated Consumption Expenditures for Transportation 
in 1950 and i960 Compared With 1940* 


{In Millions at 1940 Prices) 


Type of Expenditure 

1940 

19 So 

i960 

Total Consumer Transportation 

7*340 

9,575 

12,410 

Private consumer transportation 

5.695 

7,260 

9.575 

Automobile purchases 

2 . 2 53 

2,700 

3 » 3 °° b 

Plane purchases 

— 

100 

400 

Auto and plane parts, repair and maintenance 

1,191 

1,560 

2,065 

Gasoline and oil 

2,251 

2,900 

3,810 

Public carrier consumer transportation 

1,645 

2 , 3*5 

2,835 

Local 

955 

1,050 

1,050 

Railway intercity 

287 

325 

250 

Other intercity 

216 

340 

635 

Intercity bus 

127 

170 

170 

Domestic airline 

*7 

100 

400 

Coastal and inland waterway 

21 

20 

*5 

Bridge, tunnel, ferry and road tolls 

51 

50 

50 

Foreign travel 

187 

600 

900 


Sourer/: See Appendixes 6 and 9. 

a. Docs noi include passenger travel for commercial purposes. 

b. Includes combination auto-plane vehicles. 


Estimated future expenditures for the main 
types of consumer transportation are shown in 
Figure 12. It is obvious that private automo¬ 
tive transportation (including both cars and 
planes) will continue to constitute the bulk of 
consumer expenditures. 

c. capital expenditures: 1946 to i960 

After deferred capital requirements have 
been met in the transition period, capital out¬ 
lay will have to be provided to maintain the 
transportation services currently demanded in 
1950 and i960. Recent trends in transportation 
provide an indication of what may be ex¬ 
pected under the conditions of national in¬ 
come and other relevant factors assumed for 
these years. 

Capital outlay for constructing public trans¬ 
portation facilities was $1 billion in 1940 and 
averaged the same for the prewar decade. Most 
of this was for highways and streets. Private 
facilities ranged from almost $700 million in 


1929 to $250 million in 1940, the average for the 
prewar decade being $300 million. The larg¬ 
est part of these expenditures was for rail¬ 
roads. 

Some $1.3 billion was the aggregate capital 
outlay per year for basic transport facilities in 
the years preceding the war, not including the 
outlay for transportation equipment. Equip¬ 
ment expenditures varied widely during die 
prewar decade, being as high as $2.2 billion in 
1929 and about $2 billion in 1940, but very 
much lower during the middle i93o’s. The 
average for the period 1929-1940 was $1.5 bil¬ 
lion. The grand total of capital outlay for both 
basic facilities and equipment, then, averaged 
$2.8 billion for the decade and was S 3 - 2 billion 
in 1940. (Sec Tabic 82.) 

During the transition period, heavy outlays 
may be expected in order to renew facilities 
worn out during the war and to take belated 
advantage of changes in technology. During 
this period of adjustment, large sums will un- 
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Figure .2. Estimated Demand po. Consume. Transportation 1*50 and .960, 
Compared With Consumption Expenditures, 1909-1942 


Sourcti: Appendix 6 and Table 81. 


doubtcdly be expended for needed public 
works, a considerable part of which will be for 
modernization of the highway system, devel¬ 
opment of an airways and airport network, 
and other transport facilities. By i 95 °* ^ ow " 
ever, emphasis may be expected to shift from 
large-scale expansion to replacement of basic 
facilities and equipment. 

This conclusion must be modified some¬ 
what, however, to take into account the proba¬ 
bility that expansion of private and commer¬ 
cial air transport will accelerate rapidly in this 
period, calling for larger outlays on ground fa¬ 
cilities and aircraft equipment than at any pre¬ 
vious time. Further technological develop¬ 
ments arc also likely with wartime production 
machinery converted to peacetime uses, so 
that important changes may take place in the 
pattern of capital outlay — though such 
changes arc more likely to occur after 1950. A 


further possible cause of continued expansion 
in 1950 is that the transition period may be too 
short to permit both the fulfillment of deferred 
requirements and elimination of the many de¬ 
ficiencies existing in die transportation system 
before the war. 

A general picture of the situation in 1950, 
therefore, indicates that after four years of in¬ 
tensive activity in highway and airport con¬ 
struction following the end of the war, heavy 
outlays will continue to be necessary for the 
development of the airport system and the re¬ 
construction of high-cost urban highways and 
terminals. Modernization of the railroad plant, 
particularly in terminal areas, will likewise re¬ 
quire a large amount of new capital invest¬ 
ment. Some further development may also oc¬ 
cur in the pipeline network, and the possibility 
of wider exploitation of barge and ship trans¬ 
portation and of coordinated rail-water trans- 
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port may lead to larger expenditures on har¬ 
bors and certain waterways. The fact that the 
postwar transportation system as a whole rep¬ 
resents a much heavier investment than the 
prewar system will itself require large outlays 
for renewal of existing plant and vehicles, de¬ 
pending upon the extent to which this invest¬ 
ment is converted to peacetime use. 

By i960, it appears, the upward trend in road 
and street expenditures will have slackened 
because of the partial substitution of airways 
for highways in the movement of both freight 
and passengers. Railroad outlays will also be¬ 
gin to slacken, as air and pipeline transporta¬ 
tion cut further into rail traffic, and as some 
of the heavy traffic that makes up the bulk of 
rail business declines because of the develop¬ 
ment of electric-power transmission, possible 
application of atomic power to industrial use, 
changes in methods of production and the fur¬ 
ther geographic dispersion of industry and 
consumers. 

As for equipment, there is ample need for 
modernizing railroad passenger equipment. 
In fact, the success of the railroads as passenger 
carriers will depend very largely upon such 
modernization. On the basis of the past trends 
and relationships, there should also be a con¬ 
siderable increase in the production of business 
motor vehicles. Estimates of commercial air¬ 
craft requirements indicate substantial outlays 
in that field, too. Even in shipbuilding, de¬ 
spite additions from the huge wartime pro¬ 
gram, refrigerator, coastwise and passenger 
ships of the most efficient types will be needed. 

If these expectations arc realized, total pub¬ 
lic and private capital outlays for construction 
and equipment would be $4.5 billion in 1950 
and $5.5 billion in i960. This would be more 
than 40 per cent and 70 per cent, respectively, 
above the 1940 expenditures of $5.2 billion. 
Equipment, chiefly in the form of business 
motor vehicles, would account for more than 
half of the total, or S2.S billion in 1950 and $>4 
billion in 1960. compared with less than $2 
billion in 1940. Railroad equipment — cars and 
locomotives — is estimated at S^o million and 


1940. (All these estimates are in terms of the 
1940 price level.) 

Construction outlays are estimated at $1.7 
billion in 1950 and $2.1 billion in i960, com¬ 
pared with the 1940 total of $1.3 billion. High¬ 
way construction accounts for $1 billion and 
$1.3 billion, and railroad construction for an 
additional $350 million in 1950 and $400 mil¬ 
lion in i960. Public construction oudays for 
airways and waterways are estimated at $340 
million in both years, compared with $133 
million in 1940. (Sec Table 82.) 

4. Peacetime Transportation Needs 

The preceding discussion of capital require¬ 
ments concerned the estimated demand under 
conditions of high-level employment and eco¬ 
nomic activity. What follows is an estimate of 
requirements based on certain standards of 
performance established by authorities in the 
field. 

a. OBJECTIVES AND STANDARDS 

Achievements in providing transportation 
services furnish a measure of the general state 
of the nation’s development and the standard 
of living of its people. Transportation reflects 
the success with which the economy as a whole 
is functioning. The objective of transportation 
is to provide maximum mobility, with an opti¬ 
mum combination of safety, speed and ccon- 
omy. 

It is not possible, as in the case of food and 
housing, to establish definite minimum stand¬ 
ards of transportation need for the average in¬ 
dividual. The need for passenger transporta¬ 
tion varies widely according to the location, 
occupation and living habits of the consumer. 
Moreover, consumer requirements for trans¬ 
portation vary widely from time to time as 
transportation techniques develop. To illus¬ 
trate, the need for millions of private automo¬ 
biles developed with the availability of the 
automobile, which permitted cities to decen¬ 
tralize and workers to live farther from their 
jobs, and introduced new standards of recrea¬ 
tion and community mobility. Similarly, the 


S400 million, compared with >273 million in 
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Table 82 

Estimated Capital Outlays for Transportation Construction and Equipment 
in 1950 and i960 Compared With Expenditures in 1940 

(In Millions at 1940 Prices) 


Type of Facility 

1940 

1950 

i960 

Total, Construction and Equipment 

$ 3.*33 

$ 4,535 

$ 5 . 5>5 

Construction 

1 >277 

1.715 

2,115 

Public facilities 

1,029 

1,290 

1,640 

Highways and streets 

896 

950 

1,300 

Airports and airways 

43 

240 

240 

Waterways and harbors 

9 o 

100 

100 

Private facilities 

248 

425 

475 

Transit 

5 X 

50 

50 

Railroads 

167 

350 

400 

Pipelines 

30 

25 

25 

Equipment 

Transit 

1,956 

28 

2,820 

70 

3,400 

80 

Railroad cars and locomotives 

*73 

350 

400 

Business motor vehicles 

E 503 

2,100 

2,500 

Passenger and cargo aircraft 

• 

200 

320 

T AA 

Ships and boats** 

92 

100 

I ou 


No ,ep„„c figures ore anittlc lor nonmiliur, EgpenJi.urc. for military and non 
military types combined totaled $316 million, 
b. Civilian types only. 


need for school bus transportation was in¬ 
creased by the consolidation of rural schools, 
which in the first instance was made possible 
by the bus. 

Although the "need" for transportation is, 
therefore, a relative term not susceptible of 
definition, the concept of need has been ex¬ 
plored on numerous occasions. Prior to the 
war, surveys were made to determine the 
amount of automobile use which could be con¬ 
sidered essential. It was determined at that 
time that die use of the average car was ap¬ 
proximately 50 per cent for "necessity" driv¬ 
ing." The concept of what is necessary, how¬ 
ever, was greatly altered by wartime condi¬ 
tions, for under gasoline rationing the basic 
allowance for necessity was established at only 
a fraction of so-called normal driving. Every 
motorist now knows that what he once con- 

58. Data from road-use ttudies of the Public Roj-Is A<!- 
muuilraiioo and itate highway department*. 


sidcrcd essential driving is quite different from 
the limits imposed on him during the war." 

Minimum transportation needs, then, differ 
not only in time but according to particular 
conditions. Probably the most satisfactory ap¬ 
proach to the concept of need, therefore, is to 
describe the desirable objectives toward which 
authorities believe passenger transportation de¬ 
velopment should be directed to provide the 
maximum volume of travel with the highest 
degree of efficiency. The objectives can best be 
described by reference to what the consumer 
lacked in transportation before the war. 

The accident record for motor transport in 
1940 reveals that there were in that year 40,000 
deaths and 1.4 million nonfatal injuries. Pri¬ 
vate aircraft operations resulted in an accident 

<9 11 has been estimated. however, lli.il a minimum nf 
,0 million automobiles in operation was necessary to avert 
»rnous disruption of the eivili.m economy during the war. 
C. I.. Hearing. Automobile Twnportanon in the War /;/- 
Ion. The brokings Institution. Washington, 194 *• 
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rate of 76.8 fatalities per 100 million occupant- 
miles during i 939 " I 94 °- This ma y ** rou ghty 
compared with a rate of 3.2 fatalities for auto¬ 
mobiles in the period 1941-1943.*° These fig¬ 
ures show why safety must be a primary ob¬ 
jective in peacetime transportation through 
the achievement of effective traffic regulation 
and safety controls, driver and pilot training, 
safer vehicles and equipment, and more ade¬ 
quate provision of basic transportation fa¬ 
cilities. 

Every major new method of transportation 
has succeeded to a large degree because it of¬ 
fered better, faster service. The railroads su¬ 
perseded water transport on competitive routes 
wherever speed was a factor in delivery. De¬ 
spite higher costs, trucks compete successfully 
with rail transport in part because of the time 
saving involved; a vital advantage of air trans¬ 
port is its tremendous saving of time. The in¬ 
herent speed advantages of the several meth¬ 
ods of transportation, however, arc often over¬ 
come by terminal delays as well as inadequate 
line facilities. In some cities the rush-hour 
speed of motor vehicle travel today is as low as 
five to seven miles per hour, actually less than 
the pace of the horse and buggy; and the speed 
of the airplane is often nullified by the remote 
location of the airport and lack of adequate 
surface transport. Full development of trans¬ 
portation in the future must remedy these con¬ 
ditions by providing the swiftest possible serv¬ 
ice commensurate with safety, from point of 
origin to final destination. 

Much progress can be made in lowering the 
cost of all types of passenger transportation in 
the future. The original cost of automobiles 
and their operation is excessive for the type of 
short-run local service in congested centers 
which is a principal function of the automo¬ 
bile. Lower rates for rail service might be 
achieved by numerous methods, including the 
use of Diesel power and lightweight equip¬ 
ment, consolidation of railroad facilities and 
financial reorganization. Air cargo and passen¬ 
ger rates will also be reduced considerably be- 

60. Accident Facts. National Safety Council, 1944. P- # 7 - 


low present levels as the industry continues 
toward a mass production basis. The future 
volume of all passenger transportation de¬ 
pends largely upon the extent to which reduc¬ 
tions in rates and improvement in service can 
be provided to attract the consumer. 

Although a preponderant amount of motor 
vehicle traffic is in and around cities, the ma¬ 
jor effort in highway construction has been to 
develop rural roads. As a result, urban conges¬ 
tion and delays have become so great that 
“only a major operation will suffice” to bring 
the standards of urban highway design to a 
level consistent with the requirements of city 
traffic.* 1 A major objective in future transpor¬ 
tation development must therefore be the con¬ 
struction of adequate urban arterials that will 
eliminate the present difficulties confronting 
automobile traffic. 

In order to achieve the fullest utilization and 
development of agricultural and other natural 
resources, it is necessary to maintain a system 
of rural service roads open to traffic through¬ 
out the year. In 1941 there were 1.5 million 
miles of unsurfaccd roads, many of which 
needed improvement. In 15 states, one third of 
all rural year-round dwellings are still located 
on unimproved roads. Records of vehicle op¬ 
eration show that the cost of driving on mud 
roads in bad weather, even if operation is pos¬ 
sible, is more than twice as great as on sur¬ 
faced roads.* 2 In addition, the loss of time and 
the wear and tear of equipment on poor roads 
are significant items of cost; and inadequate 
highway facilities also decrease the amounts of 
agricultural produce marketed, and increase 
their cost. Provision of rural highways capable 
of ye T-round service for passengers and 
freight would also improve our rural areas so¬ 
cially and increase their economic contribu¬ 
tion to the nation. 

Despite our extensive highway construction, 
the design of highway facilities has failed to 

61. Toll Roads and Free Roads. H. Doc. 272 (» 939 >. 

PP 6?°R > e^>rdt of rural mail carrier operations reveal that 
motor vehicle costs in the Midwest were 7-8 celts per »mie 
for earth roads. 4-5 cents tor gravel and 3.8 cents tor pa 
menu R. A. Moyer, Highway Research Board Proceedings. 
1938, pp. 41-60. 
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keep pace with the needs of modern traffic. 
One of the greatest of these needs is the adop¬ 
tion of limited access or “freeway" design, 
which prohibits undesirable development of 
the land adjacent to the highway and limits 
highway access to a relatively small number of 
designated points. This type of design permits 
an uninterrupted flow of traffic and prevents 
the hazards and congestion resulting from en¬ 
croachment of commercial and residential con¬ 
struction adjacent to the highway. In addition, 
more widespread adoption of dual highway 
design, highway grade separations and other 
“superhighway" features is required to provide 
more adequate automotive transportation. 

For the urban motorist, the problem of stop¬ 
ping is almost as great as that of moving, yet 
the provision of parking facilities has been 
badly neglected. Otf-strcet parking facilities 
are an essential part of any successful attack 
upon urban traffic congestion, and the plan¬ 
ning of adequate parking solutions in con¬ 
junction with the street plan is becoming as 
much a public responsibility as the provision 
of the streets upon which the motor car is now 
so expensively garaged. 

In addition to a solution for the parking 
problem, the provision of adequate bus, rail 
and air transport terminals is a major neces¬ 
sity in urban areas. The establishment of de¬ 
sirable airport sites and satisfactory connecting 
highways, together with centrally located un¬ 
ion rail and bus terminals, calls for large-scale 


factors involved in achieving safe, fast, con¬ 
venient and economical transportation. The 
optimum combination of these factors is the 
immediate goal of transportation development 
and the means by which the ultimate objective 
of overcoming the obstacles of time and space 
can be achieved. 

b. ESTIMATES OF NEED 

(i). Highways 

Highway-planning surveys, prepared by 
state highway departments in cooperation with 
the United States Public Roads Administra¬ 
tion, furnish some measure of the magnitude 
of highway improvement needs. Typical of the 
results of these surveys were the findings in 
California, where two thirds of the state road 
system was found deficient in surface, width or 
alignment. Reconstruction and improvement 
of the system, plus the accommodation of new 
traffic expected by 195°. were estimated to re¬ 
quire an outlay of $442 million, exclusive of 
maintenance. This compares with a total of 
S414 million spent for highway construction 
in the state during the entire 20 years prcccd- 

Of the 3.3 million miles of highways (in¬ 
cluding city and town streets, except service 
streets) in the United States in 194b • llmosl 
half were unsurfaccd and an additional third 
were surfaced with gravel and soil. Table 83 
shows the mileage and condition of the high¬ 
way system. 


construction operations. 

One of the most neglected segments of the 
transportation system is the transit service, 
which millions of persons rely upon daily for 
home-to-work commuting. In most cities there 
is a tremendous opportunity for improvement 
in the speed, comfort and convenience of these 
public transportation facilities. With efficient 
modern equipment and satisfactory service, it 
should be possible with bus transport, rapit 
transit and other mass transport facilities to 
solve economically many of the highway con¬ 
gestion and parking problems which plague 
downtown areas. 

This describes in a general way some of the 


\ural Highways and Roads 
The American Association of State I hgh- 
^ay Officials estimated in 194* that i5 s -5°° 
lilcs of the main or principal state highway 
vstems and 30,000 bridges needed to be re¬ 
built, widened or relocated at an estimated 

ost of S7 billion."* . 

In addition, the National Interregional 
highway Committee recommended for spe- 
ial improvement a limited system of inter- 
cgional highways extending 3*9°° miles, ot 

r.,. Cal,lorn,J lUgh«*Y NfeJi. I>ivUi«,n of Highways, 
jlif'nnia Detunin'nt of Pul4k Works. 1 94 «• 

64 1 Jtarii on H R. Wore .he Committee «" 

Roads. 7 h «h Con*.. 2-1 *c«. 
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Table 83 

Mileage and Condition of American Hichways, 1941 


{In Thousands of Miles ) 


Type of Surface 

Total 

State 

Systems 

County and 
Local Roads 

City and 
Town Streets 

Total 

3.* 8 5 

412 

2,569 

3°4 

Surfaced 

1,697 

376 

*.<>93 

228 

Paved 

282 

*34 

54 

94 

Low-type bituminous 

3*7 

*52 

ii 6 

49 

Gravel and soil surface 

1,098 

90 

923 

8 5 

Unsurfaccd 

i, 5 S 8 

36 

1,476 

7 b 

Graded and drained 

« 

21 

563 


Unimproved 

b 

*5 

9*3 

ft 


Source: Automobile Fadt and Figures. 194*. Automobile Manufacturer*' Association. 

a. Not estimated because of lack of urban data. 

b. Separate estimate not available. 


which 29,400 miles would correspond to the 
rural state highway systems and 4,500 miles 
would pass through urban areas. 05 The higher 
standard of improvement on the rural roads 
would involve an average additional cost of 
about $io,ooo' ia per mile, thus increasing total 
needs on major rural highways by $S8o mil¬ 
lion. 

As for other rural roads, the Public Roads 
Administration estimated that about 40 per 
cent of the total rural road mileage if "im¬ 
proved for year-round service, would carry 
more than 90 per cent of all the rural-road 
traffic of the United States." 07 With this as a 
criterion, 1,192,000 miles of rural roads should 
be made satisfactory for year-round traffic. 
Since only 340,000 miles of roads, including 
paved mileage and a portion of the low-type 
bituminous roads, arc up to acceptable stand¬ 
ards, a total of 852,000 miles need to be im- 

6<5. lnterresion.il Highways. a report of the National 
Interregional Highway Committee. 11 . Doc. 379. 78th 
Cong., 2<l *cs*. 

66. An earlier proposal (II. F. Hilt*. “Planning the 
Interregional System,” Twentieth Proceedings. Highway 
Research Hoanl. 19.10, pp. 44 ~ 9 J ) assumed an average per 
mile cost of $74,400, whereas the highway officials' esti¬ 
mated cost was S44.400 a mile. 

67. T. H. MacDonald. Hearing* on II.R. 7891 before 
the Committee on Roads. 76th Cong., 3d sees., pp. 19S- 
200. 


proved for year-round traffic: 126,000 on state 
systems and 726,000 on county and local rural 
road systems. The cost, estimated on the basis 
of a Sio.ooo per mile cost for state highways, 
and $8,000 for county and local roads, would 
amount to $1.3 billion for the former and $5.8 
billion for the latter. 

The above estimates, totaling nearly $15 bil¬ 
lion, cover only the cost of correcting accumu¬ 
lated deficiencies. They do not include the cost 
of replacing roads as they become worn out. 
On the basis of replacement-cost estimates of 
the Board of Investigation and Research, $215 
million will be required annually to replace 
rural roads not included in the improvement 
program. 

Altogether, therefore, $1.2 billion would 
have to be spent annually from 1946 to i960 
to bring our rural road system up to standard 
by the latter date. 

City and Town Streets 

It has been estimated that 62,000 miles of 
streets in incorporated places of 10,000 or more 
population need to be improved at an esti¬ 
mated cost of $2.5 billion. 08 In addition, as al¬ 
ready indicated, the system of interregional 

68. Hearing* on H.R. 2426. 


230 



CONSUMER TRANSPORTATION 

highways recommended would require the we now possess. However, the timing and 
improvement of 4,500 miles of urban streets magnitude of possible displacement of cars by 
and highways. This cost is estimated at about airplanes are too uncertain to be taken into 
$2 4 billion. 09 If all the main connecting thor- consideration in making estimates of postwar 
oughfares in the cities traversed by the inter- highway requirements. 

regional highway sysiem were completely Waterways and Harbors '• 

modernized, the urban mileage requiring spe- ' . , , , , 

cial improvement would be increased to .8,- To fill in the broad outlines of a nauona 
ooo and the cost increased by about $4.5 billion, water transportation plan (many aspects of 

The above estimates do not include im- which are controversial) three ma,or systems 

provements on about .55,000 miles of streets of inland waterways need to be improved and 
and roads in municipalities of less than .0,000 further developed - the Intracoastal Water- 
population. From the fragmentary data avail- way, the Mississippi River system and the St. 

able, it is estimated that about 45,000 miles of Lawrence Seaway. 

these streets require improvements to bring Approximately S.20 mil °n ha already 
them up to an accepted standard of service, been spent on the In.racoas al Waterway .0 
Assuming that an average cost of $20,000 per provide a protected route [ 0t 
mile is required for the necessary improve- Capital outlays .0 providcthc missing link in 
ments, the total capital outlay involved would this waterway are ' m n 

be about $900 million. mum of Saao million and a maximum $4,0 

h Je° to be s£nt ^ "‘Sin, proposals for additional waterway 

bring them ,0 acceptable standards. Over the improvements .0 the Miw^'PPJ « ,TCr 
.5 years from ,046 to .960, expenditures would now amount to about $180 million, and the 

L y s aveVagT^bfut ^millTon annually. In controversial St. 
addition, as streets become worn out .luring would require 

the period of the improvement program, $.65 (hjs j ulUry pay 

million would have to be spent annually tor o, hcr propo scd navigation im- 

r pt“ ?^rd 0 by r X» manual proJemems now authorised, or for which co. 


expenditure of $850 million would be re 
quired. 

Though such an outlay seems large, a .2 


grcssional authorizations arc pending, total 
about a quarter of a million dollars. 

The cost of proposed waterway and port im- 


Though such an outlay seems large, a ^ ..-. . • woultl 

mt n n“ir n y n «oSc’! S* IK ^"-te.y as follows (in millions): 

safety, speed and economy in motor vehicle- 
transportation by i960. (Sec Table * 4 -) 
should be noted that this estimate does not pro¬ 
vide for additional mileage, since it is a v 
sumed that the existing mileage of highways is 

sufficient to take care of increased traffic rc- , mmnlrtcd 

suiting from population increases, provided. If these improvementsa, e to^ he com, 
of course the necessary improvements arc in the I5 -year per .<»di94^ «'/'>• a'crage out 
made. In iiew of the proactive development lays of about S 7 o 
of aviation, it is wholly conceivable that we assuming a total «pcn ““dolLirs 
may not even require all the highway mileage provements of about a bilhon dollars. 

. 69. Bated on the average cost u«<l by 11- E 


Total 

Inu.ico.iM.il Waterway 
Mississippi River system 
St. Lawrence Seaway 
Other 


Minimum 

220 
1S1 
165 
250 


Maximum 

Si,160 
450 
3 1 5 
165 
250 


■Its. op 


70. Estimates in .bis section arc based on issues 
port of the Chief of Engineer/, U.S. Army. 


f Re- 
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Current waterway and port development 
maintenance costs, such as dredging a channel 
to maintain a minimum depth, are in the 
neighborhood of $30 million a year. It is esti¬ 
mated that adequate replacement would cost 
S35 million a year, or one per cent of the total 
investment in improved and natural water¬ 
ways. 

Total investment in terminal facilities, ex¬ 
clusive of land, is about $2,275,000,000. Assum¬ 
ing an average “life” expectancy of 50 years 
for this capital plant, annual outlays for cur¬ 
rent replacement would amount to about $45 
million. 

Adding these current replacement needs of 
$80 million to the $70 million required for im¬ 
provements results in a total annual cost for 
waterways and harbors of $150 million. 

(3). Airports 

Estimates of airport requirements have been 
revised continually upward. Before the war 
there were some 2.000 airports in the United 
States, a number of which had remained more 
or less without improvements since 1932. In 
1939 the Civil Aeronautics Authority recom¬ 
mended to Congress a plan for the develop¬ 
ment of a national system of 3,500 airports. 
The existing ones were to be improved to de¬ 
sirable standards, and some 1,400 new ones 
were to be constructed. 71 

A more recent estimate shows that the 
United States will require a total of 6,305 air¬ 
ports to serve commercial and private flying in 
the next five to ten years. The estimated cost 
would be over a billion dollars, exclusive of 
land and airport buildings. These latter items 
would cost another quarter of a billion dol¬ 
lars. 77 

At the end of the war, there were 2,942 civil 
and military airports, as well as 313 landing 

71. The plan was to provide an airport within 15 miles 
of every city or town of 5.000 population or over. {Air¬ 
port Surrey. 2 ,5. 76th Q>ng.. 1939 ) In 1940 the Depart¬ 
ment of Commerce sfmn'ored a six-year program for a 
^.ooo-airport system involving an outlay of some $600 mil¬ 
lion. ( 'reimportation and National rohey. National Re¬ 
sources Planning Board, pp. 336, 356.) 

72. National Airport Plan, Civil Aeronautics Adminis¬ 
tration, I 9 S 4 - 


places which were in operation before the war 
but which had become unusable. The total 
number of existing airports, therefore, was 

3 » 255 - 

A program to provide 6,305 commercial and 
private flying airports would call for (a) the 
construction of 3,050 entirely new airports, and 
(b) the improvement of 1,625 existing airports. 
The remaining 1,630 existing airports are con¬ 
sidered satisfactory and would not be in¬ 
cluded in the construction program. 

Only 53 per cent of the nation’s 3,076 coun¬ 
ties were served by one or more landing areas 
when the war ended. In cities of more than 
500,000 population where airports were avail¬ 
able, the inadequacy of these facilities for fu¬ 
ture air transport accommodations is indicated 
by the fact that for each airport there were 438,- 
500 people. 

Further evidence of airport deficiencies lies 
in the fact that only 286 places in the United 
States were approved stops on scheduled air¬ 
lines, and 174 of these were in need of im¬ 
proved airports for safe and efficient airline 
service. The program recommended airports 
for commercial transport operations in 1,827 
cities and towns. The cost of this number of 
airports was estimated to be $630 million. Such 
a program would be equivalent to placing 
commercial airports in 90 per cent of all cities 
and towns over 5,000 in population, and it 
would put every place of over 1,000 population 
within easy reach of an airport. Under this 
plan, more than four fifths of the urban popu¬ 
lation would have a commercial airport in 
their own community, while two thirds of the 
inhabitants of the remaining incorporated 
places, together with those living in the near¬ 
by countryside, would have an airport-easily 
accessible.The remainder of the recommended 
billion-dollar program, or $370 million, would 
be used to “spot" the country with 4,163 air¬ 
ports containing the necessary facilities for per¬ 
sonal flying. 

Obviously, the growth of aviation requires 
adequate airport facilities situated geographi¬ 
cally to serve not only the populous areas 
where the bulk of air traffic will originate, but 
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the less populous and less accessible areas 
which air traffic will serve. The demand for 
rapid development of a system of hard-sur¬ 
faced highways to accommodate the automo¬ 
bile is having its counterpart in the demand 
for the construction of a nation-wide system of 
airports. 

In view of the inadequacy of facilities exist¬ 
ing at the end of the war, federal legislation 
has been passed to provide $ 5 °° million for 
airport construction over a seven-year period.' 3 
As in the case of federal highway aid, federal 
expenditures will have to be matched by at 
least equal expenditures by state and local gov¬ 
ernments. There is no question, however, that 
the large municipalities will spend far more 
than the amounts required to match federal 
grants. On the whole, it is estimated that the 
seven-year construction program will involve 
average expenditures of $320 million per year, 
at postwar costs, or about $240 million in terms 
of 1940 prices, comparable with other estimates 
in this chapter. 

A figure of $240 million (exclusive of land) 
as the annual capital expenditure for airways 
and airports over the period 1946-1960 is be¬ 
lieved likely, although rapid technological de¬ 
velopments render uncertain any estimate of 
future requirements, particularly for ground 
facilities. (Sec Table 84.) 

(4). Railroads 

To achieve successful competition and co¬ 
ordination of railroads with air, highway an 
water transport will involve a reorganization 
and paring down of the railroads phvsicn 
plant, modernization of equipment, recon¬ 
struction of main lines to eliminate excessive 
gradient and curvature, and establishment o 
more efficient yards and terminals for the eco¬ 
nomical handling and interchange of freig t 
with other transport media. Improvement in 
the service and economy of the railroads as 
heavy freight carriers will Ik most important, 
since this appears to be the field to which r.u 
transport will he best adapted in the future. 

There has been a long-term decline in rail- 

7 i- P.L. 377. 7<>«!i 0»n^.. 2<l 


road mileage owned and railroad equipment 
in service, as well as in traffic handled. Though 
the future traffic load under this survey's as¬ 
sumptions of high employment will be consid¬ 
erably higher than before the war, prospective 
increases in operating efficiency should make 
an expansion of facilities unnecessary. How¬ 
ever, roadways, structures and equipment will 
have to be replaced as they wear out, and de¬ 
ficiencies due to past neglect will have to be 
corrected. 

In the years when railroad capital expendi¬ 
tures equaled depreciation, an average of about 
$350 million was spent for roadways and struc¬ 
tures, and a similar sum for equipment. If 
these figures are accepted as “normal, then 
current replacement costs would amount to 
$700 million a year. This might appear to be 
an overstatement, in view of the long-term 
shrinkage in the size of the capital plant of rail¬ 
roads and the likelihood of a continuation of 
this trend. On the other hand, shrinkage in 
capital plant is almost certain to occur on those 
railroads that have been suffering traffic losses 
over a long period. Since these have generally 
not been in a financial position in the past to 
make necessary replacements, the “normal" re¬ 
placement figure used here docs not include 
replacement for this uneconomic plant which 
will be retired in the future. 

The decade of the 1930'*. lhc war P cr,od 
saw less than “normal" replacement. At the es¬ 
timated rate of $*50 million a year for roadways 
and structures, nearly $53 billion would have 
been spent in the 15-year period I 93 I -19451 
but only about $2.4 billion was actually spent. 
Hence, accumulated deficiencies amount to al¬ 
most $2.9 billion. On the same basis, about 
$5.} billion would have been spent for equip¬ 
ment, but only $3.1 billion was spent in reality, 
leaving a deficiency of nearly S2.2 billion. 
However, because of more intensive use of 
equipment during the war, actual deprecia¬ 
tion in the 1940-1945 period was accelerated. A 
^o per cent increase above the norm in each ot 
these years in depreciation of equipment alone 
would raise the deficiency to nearly S2.8 bil¬ 
lion. 
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Thus, total expenditures required to make 
up all accumulated deficiencies in railroad 
structures, roadways and equipment might 
amount to nearly $5.7 billion ($2.9 plus $2.8), 
or an annual average of $377 million from 
1946 to i960. Adding this to the current re¬ 
placement needs of $700 million, total annual 
capital requirements for railways would thus 
approach an average of $1.1 billion during the 
15-year period. (See Table 84.) 

(5). Pipelines 

At the end of the war, total mileage of pipe¬ 
lines was about 137,000, compared with 127,000 
in 1940 and 111,000 in 1930. Very little expan¬ 
sion will be required in the postwar period to 
take care of requirements. Only after the first 
postwar decade is the load likely to exceed the 
wartime peak of no billion ton-miles. Per¬ 
haps by i960 increased traffic demands will re¬ 
quire the pipeline mileage to be increased to 
138,000 or 139,000. This additional mileage 
could be constructed at a cost of $25-50 mil¬ 
lion. 

Estimated current replacement require¬ 
ments arc 3.25 per cent of total investment in 
facilities. Since investment, exclusive of land, 
is about a billion dollars, annual replacement 
outlays should be about $33 million, or $495 
million over 15 years. When added to expan¬ 
sion requirements, total capital exj>cnditurcs 
needed between 1946 anil i960 would be about 
$525 million, or S35 million a year. 

(6). Other Facilities 

For other types of transportation — transit, 
business motor vehicles, passenger and cargo 
aircraft, and ships and boats — there is little 
basis for establishing an estimate of need. It is 
known, for example, that many local trans¬ 
portation systems arc overcrowded, and that 
much of their equipment is outmoded. No 
data arc available to measure the magnitudes 
involved, and any estimates arc likely to be 
radically mollified by changes in the pattern ol 
our cities, shifts in the location of our indus¬ 
tries, the development of more adequate high¬ 
ways and streets and the substitution of auto¬ 


mobile for transit travel. If transit service is in¬ 
adequate, the shift to the automobile will 
merely be accelerated. Hence, “need” can be 
defined only in terms of the general mobility of 
the population, which, in turn, depends largely 
on the standard of living. Consequendy, 
transit needs will exceed transit demand to the 
same extent that total needs exceed demand 
for all those goods and services for which 
needs can be estimated on the basis of mini¬ 
mum standards. 

A shifting is also possible among buses, 
trains, and perhaps even airplanes. As long as 
automobile registration continues to increase 
as expected, and one transportation medium 
may be substituted for another, the “need” for 
business motor vehicles, aircraft and ships can¬ 
not be arrived at on the basis of a minimum 
standard, but can only be estimated in the 
above manner. (See Table 84.) 

5. Needs vs. Demand for Transport 
Facilities 

Annual expenditures to meet our needs for 
transportation facilities over the 1946-1960 pe¬ 
riod, as presented above, amount to $6.3 billion 
in 1950 and $6.9 billion in i960, or $1.8 billion 
and $1.3 billion, respectively, above the esti¬ 
mated probable demand under conditions of 
high-level employment and production. High¬ 
ways, railroads and business motor vehicles ac¬ 
count for the great bulk of these estimated 
capital expenditures. 

As for highways and streets, waterways and 
harbors, pipelines and railroads, the estimates 
of needs, on the basis of the standards dis¬ 
cussed above, exceed the estimates of what 
will probably be spent for these facilities under 
the high employment assumptions of this sur¬ 
vey. Airway and airport standards and pro¬ 
grams are changing so rapidly that it is hardly 
feasible to more than assume that needs will 
he equal to demand. 

It was impossible in some instances to set 
forth any minimum standards for estimating 
need. This was true of transit, business motor 
vehicles, passenger and cargo aircraft, and 
ships and boats. For these types of facilities, 
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Table 84 

Estimated Annual Capital Outlays for 1950 and i960 to Meet Needs and 
Demand for Transportation Facilities, Compared 
With Expenditures in 1940 
(In Millions at 1940 Prices) 


Demand 


Needs 


Type of Facility 


1940 


1950 

i960 

•9 SO 

$4,535 

$5.5*5 

$6,330 

950 

1,30° 

2.065 

240 

24O 

24O 

IOO 

IOO 

150 

120 

*30 

130 

700 

800 

1,080 

25 

25 

35 

2,100 

2.5<x> 

2,300 

200 

320 

220 

IOO 

IOO 

no 


i960 

$6,860 

2,065 

240 

*5° 

140 

1,080 

35 

2,700 

34° 
110 


Total $ 3,233 

Highways and streets 896 

Airports and airways'* 43 

Waterways and harbors 9° 

Transit 79 

Railroads 44° 

Pipelines 3° 

Business motor vehicles *» 5 6 3 

Passenger and cargo aircraft 
Ships and boats 0 


b. No'™ fe.« ... for ■Wimiliunr <«<•• E»Pcodi.u,„ lor mi.iury — 

military types combined totaled S3* 6 mmton. 

c. Civilian types only. 


need was assumed to correspond re wha, will would be un.h.nk blc » 3«um > y 
probably be spent if we have a national prod- of poneertng 

uct sufficient to fulfil! all those needs for winch years tn ,ra„s|K.r a„on « U ^ " S > and the 
estimates can be made on the basts o muu- >Hm ” c J cvc |„p m cn,s promised 

m 0 m „ the" whole, it is estimated that demand („ r the future are more it. the nature of votes 
will be sufficient to fill between 70 and 80 |*r of confidence in Amencan produetmn and tn- 

cent of the estimated needs for capital fact!.- vcl „ive genius than s.at.st.ca . 

(ics Despite these difficulties of forecasting, there 

In order to look ahead in transportation, it is 9Kms little doubt that the postwar period wi 
helpful to look backward at the astonishing wilnesi a vast expansion and improvement ok 
record of the past — to recall, for example, the lhc i ran sportaiion system, and a very substan- 
stir created in 1901 because an automobile was |ia| incrcasc i n total travel, both domestic and 
driven all the way from Detroit to New ork forcign . A ir transportation will become a ma¬ 
in seven and a half days. There were then only sepment of the transport system. Wlnl 

15,000 motor vehicles in the United States And ^ ^ consumcrs wartime dreams can and 
it was still more recently that the Writf* w|U l)CComc peacetime realities: ibc lamdy 
brothers finally succeeded in getting oil the 
ground —if not for long — in an airplane. 

Today, with millions of automobiles and 
trucks on the highways and planes traveling at 
unbelievable speeds to the farthest parts o t le 
earth, it requires some power of imagination 
even to visualize the past, let alone the future. 

With all the progress thus far achieved, it 
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will necome . • 

plane, a week end in London, new and differ- 
in , automotive designs, lighter and faster train 
travel, cheaper, faster and safer travel every¬ 
where. The future will reaffirm, and also re¬ 
vise the well-established American reputa¬ 
tion: a nation on wheels, and now, too, a na- 
lion on the wing. 



CHAPTER II 


MEDICAL CARE 


The American people spent almost $4 billion 
for medical services in 1940, and well over a 
million persons were engaged in providing the 
goods and services needed to maintain the 
health of the population.* This sum was paid 
for the services of physicians, dentists, nurses 
and other medical personnel; for medical 
preparations and supplies; for institutional fa¬ 
cilities and services; and for hospital construc¬ 
tion and maintenance. About one billion of 
the $4 billion consists of governmental and in¬ 
dustrial expenditures and hospital construc¬ 
tion costs, so that consumer payments for 
health goods and services amounted to $2.9 
billion, or around 4 per cent of total consump¬ 
tion expenditures. 

Although medical care constitutes only a 
small part of the average expenditures of all 
consumers each year, it is one of the heaviest 
expenditures for the small group of families 
faced with costly and frequent or long-drawn- 
out illness. To many of these families the prob¬ 
lem of obtaining and paying for needed medi¬ 
cal care may be more urgent than the problem 
of providing themselves with food, clothing 
and shelter. 

Medical science has progressed rapidly in 
the last 40 years. Medical practice has become 
wider in scope, specialization in many fields 
has developed and standards of medical care 
and health arc higher. New knowledge and 
the application of new techniques have made 
possible the prevention and control of many 
diseases. These changes have been accom- 


By Margaret C. Klem and Helen Hollings¬ 
worth, Bureau of Research and Statistics, Social 
Security Administration. Opinions expressed in 
this chapter arc those of the authors and not nec¬ 
essarily those of the Social Security Administra¬ 
tion. 


panied by a remarkable decline in the death 
rate. 


1. Personnel and Facilities 

Medical progress has also brought an in¬ 
creasing awareness of the importance of 
health. In response to the demand for more 
and better care has grown a vast “service in¬ 
dustry” staffed with more than a million indi¬ 
viduals. Physicians, dentists, nurses, sanitari¬ 
ans, laboratory technicians, pharmacists, as 
well as thousands of lay employees in hospitals 
and institutions, work together to furnish, di¬ 
rectly or indirectly, medical service to the 
American people. More than $6 billion is in¬ 
vested in medical care equipment — the hos¬ 
pitals, clinics, research laboratories, profes¬ 
sional offices, and diagnostic and therapeutic 
apparatus used in preventive and curative care. 


a. DOCTORS 

The medical profession has grown from 
about 120,000 licensed physicians in 1900 to 
some 175,000 in 1940. 3 Even so, the growth of 
the profession has not kept pace with the 
growth of the population. In 1900 the ratio of 
licensed physicians to population was one to 
every 578 persons, but in 1940 the ratio was 
one to 750 persons. Not all licensed physicians, 
however, are engaged in actual medical prac¬ 
tice or in such related work as medical re¬ 
search, teaching or administration. A signifi¬ 
cant number have retired or are partially or 

1. Medical care, insurance and death expenses consti¬ 
tute one of the nine categories of consumption of this sur¬ 
vey. This chapter, however, is confined solely to medical 
care. Insurance (accident, health and life) cost consumers 
Si.4 billion in 1940, and death expenses cost S49 2 m '!' 
lion. Under the 1950 assumptions, these items are esti¬ 
mated to cost Si.7 billion and S565 million, respectively. 
In i960 the estimates are Si .9 billion and S620 million. 
For details sec Appendixes 6 and 9. 

a. American Medical Directory, 1942, American Medi¬ 
cal Association, Chicago. 
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completely disabled. A more realistic ratio of 
physicians to population is that given in recent 
estimates of active medical practitioners. In 
1940, active physicians numbered 140,755 — a 
ratio of one active physician to every 935 per¬ 
sons in the population. 

The active physicians, however, were not 
distributed according to need. Wide variations 
exist in the ratios of physicians to population 
in the various states. New York State, for ex¬ 
ample, had one active physician for every 597 
persons in 1940; Massachusetts had one for 
every 696 persons. Mississippi, on the other 
hand, could claim only one active physician 
for 1,784 persons; Alabama, one for 1,684 per¬ 
sons. 3 Even wider variations arc found when 
rates for the various counties are compared. 
Eight counties in 1940 had populations of over 
3,000 persons but no active physicians to pro¬ 
vide medical service; six counties had more 
than 10,000 persons for each active physician. 
At the other extreme, 478 counties had under 
1,000 persons for each active physician.* 

Specialization 

The increasing complexity of the knowl¬ 
edge and techniques involved in medical prac¬ 
tice stimulated the development of specializa¬ 
tion, which has become an important charac¬ 
teristic of medical practice. Each year more 
and more physicians arc giving full time to 
some specialty and fewer arc engaging in gen¬ 
eral practice. Of over 152,000 licensed physi¬ 
cians listed for the country in 192S (including 
the retired and disabled), slightly more than 
one fourth reported themselves as full- or part- 
time specialists, of whom about half were full¬ 
time specialists. 3 By 1942, however, specialists 

3 . Frank H. Lahcy and J. L. Kauk-nm. \ 
of the Activities of the Pr**urcment and Acumen 
Service." War Mediant. |uly 1944 - PP- "*-' 7 - 

i. Wartime Health and Education. Hearing be! ore a 
Subcommittee of the Senate Committee on F'ltKJtton a 
Labor on S. Res. 74. 78th Cong., id sess.. 1944 . It. vi, pp. 

* Michael M. Davis, "The Supply of Doc™'-" Mg'- 
“I Care. November 1941. PP- 3 ' 4 -*« As Dr. 
out. "The increase of -specialists- may possibly be C 
getated in the available statistics, since the figure* are 
on reports from physicians tl**m selves and may ,n 
be wishful thinking. This v.urce of error svouiu 


outnumbered general practitioners. Consider¬ 
ably more than one half of the 180,000 licensed 
physicians in 1942 were classified as full- or 
part-time specialists; of this group nearly half 
were doing full-time specialty work. 

The higher fees which specialists can com¬ 
mand and their higher average incomes, as 
well as increased opportunities and demand 
for specialism, have attracted increasing num¬ 
bers of young physicians into specialized 
fields. In 1939 the average net income of full 
specialists was $6,184, of partial specialists 
$4,507, and of general practitioners $3,969.° 

Physicians' Incomes 

Physicians —and particularly specialists — 
tend to be concentrated in the larger cities and 
in the wealthier states, where greater profes¬ 
sional opportunities and financial rewards ex¬ 
ist. Average and median incomes arc substan¬ 
tially higher in the larger communities, except 
in the largest cities, where a sharp drop occurs. 
The lower net income of doctors (as well as of 
dentists) in the largest cities may be due to the 
fact that a large proportion of very young phy¬ 
sicians begin their practice in such communi¬ 
ties. (Sec Table 85 and Figure 13.) 

Salaried Physicians 

There has been a definite trend toward full¬ 
time salaried service in the past fifteen years. 
From a total of 20.500 physicians working in 
full-time salaried positions in 192 s . c number 
increased to about 3*000 in 1942-approxi¬ 
mately one fourth of all physicians in "active 
civilian service at that time. 7 Physicians in full¬ 
time service in hospitals-including hospital 
residents and interns* — form the bulk of the 
group in salaried positions; physicians in hos- 

fect Chiefly .he > 31.141 specialists.' who may he carrying 
on an indefinite amount of general practice. _ lie report¬ 
ing however, it probably not very dilTcren. in «942 and 
1928. so .hat .lie comparison wem* likely .0 l«r soun, 

6. William Alan Richardson. I'hysuians Incomes. 
Medieal Economic/. September 1940. PP- 3 B_ 4 °- 

J' Internt°and Residents are included in the count of 
physicians in full-time salaried positions since these groups 
provide a substantial amount of the service rendered m 
hospitals. 


237 



AMERICA’S NEEDS AND RESOURCES 


Table 85 

Average and Median Net Income op 
Nonsalaried Physicians by Size 
op Community, 1941 



Average 

Median 

Size of Community 

Net Income 

Net Income 

All Communities 

$ 5.°47 

* 3,756 

Less than 1,000 

2,873 

2,158 

1,000-2,500 

3*58 

2,979 

2,500-5,000 

4,068 

3,000 

5,000-10,000 

5,09? 

3.938 

10,000-25,000 

5.686 

4,500 

25,000-50,000 

6,249 

4*69 

4.643 

50,000-100,000 

5.798 

100,000-250,000 

7.*38 

5 . 36 i 

250,000-500,000 

7.047 

5,450 

500,000 or over 

4,619 

3,523 


Source: Edward F. Denison and Alvin Slater, "Income in 
Selected Professions, Part 4. Medical Service,” Survey of 
Current Burinett, October 1943. PP- > 6 - 20 . 


pital administrative positions numbered about 
3,100 in 1942 and 3,000 in 1928; hospital resi¬ 
dents and interns totaled more than 13,000 in 
1942 and about 7,500 in 1928. Full-time gov¬ 
ernment appointments in local, state and fed¬ 
eral service were held by more than 9,000 phy¬ 
sicians in 1942, and by less than 6,000 in 1928. 
Physicians in full-time teaching, research and 
administrative positions more than trebled be¬ 
tween 1928 and 1942 — from about 1,300 to 
more than 4,000. Over this same period, the 
number of full-time salaried industrial physi¬ 
cians increased from 1,500 to about 2,300. 

Physicians in Public Health Service 

Expansion of the public health field has at¬ 
tracted an increasing number of physicians. In 
their early years, public health departments 
were concerned primarily with control of com¬ 
municable disease, regulation of water and 
milk supplies, and sewage disposal. Public 
health physicians were generally employed on 
a part-time basis. Within recent years, how¬ 
ever, more and more attention has been given 
to the improvement of the health of the indi¬ 
vidual citizen, and public health activities have 
expanded to include many personal as well as 


community health services. The introduction 
of this new type of activity has stimulated the 
development of full-time local health service. 
Between 1915 and 1935, the number of coun¬ 
ties with full-time local health service in¬ 
creased from 14 to 762. The passage of the 
Social Security Act in 1935 (whereby federal 
appropriations were made to aid states in the 
establishment and maintenance of state and 
local health services) further stimulated the 
development of full-time health departments 
and the employment of full-time health offi¬ 
cers. By 1942 there were 1,828 counties served 
by full-time health units and more than 3,700 
physicians were employed full time in state 
and local health departments. Nevertheless, 
there still remained 1,242 counties and about 
one fourth of the total population without full¬ 
time local health service.® 

At present, those areas with the most com¬ 
plete public health services provide not only 
the time-accepted, basic community health 
services, but also immunization procedures 
against smallpox, diphtheria and other dis¬ 
eases; maintenance of tuberculosis, maternal 
and child hygiene clinics; examinations of 
school children; venereal disease programs; 
popular health education; environmental sani¬ 
tation; diagnosis and treatment of cancer and 
pneumonia; industrial hygiene; and a score of 
other services in addition to scientific research. 

Physicians in Industrial Practice 

Although industrial medicine has long been 
practiced, it was limited to the simple treat¬ 
ment of minor injuries until about 40 years 
ago. Since then advances in medical science 
and the rise of industrialism have made indus¬ 
trial medicine a specialty. Industrial medical 
practice has expanded far beyond treatment of 
occupational injuries to include the prevention 
of occupational and nonoccupational disease 
and injury and the maintenance of the health 
of the gainfully employed. It is estimated that 
just prior to the war approximately 10,000 phy- 

9. F. W. Kratz. "Status of Full-Time Local Health Or- 
panization at the F.nd of the Fiscal Year 1941-42." Public 
Health Reports. February 26. 1943, pp. 345 ~ 5 »- 
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F™. . 3 . Avexace Nee Income oe P— ano Denies .e S.e. oe Common.ee, . 94 . 
Sources: Tables 85 and 86. 


sicians were engaged in full- or part-time in¬ 
dustrial medical practice, of whom 2,500 were 
on a full-time basis. 10 For the most part, how¬ 
ever, the practice of industrial medicine , ,s 
been limited to large establishments. An esti¬ 
mated 70 per cent of our industrial einp °> ccs 
before the war worked in small factories hav¬ 
ing no industrial hygiene facilities. 

b. DENTISTS 

As knowledge of the prevention and treat- 
ment of disease advanced, the importance o 
dental health to total physical well-being was 

10. Morris Fishbcin, "Health in In.lo-trv.” 
the Indiana Stale Medical Astoctanon. August H • 

401. 


recognized. In the first 20 years of the century 
the dental profession grew rapidly — from a 
membership of 29,665 in 1900 to 56,152 in i 9 2 °- 
The ratio of dentists to population changed 
from one for about 2,560 persons in 1900 to one 
for 1,882 persons in 1920. The importance ot 
dental needs received further recognition dur¬ 
ing World War I when dental defects became 
, serious bar to the recruitment program. After 
,he war, dental services and techniques im¬ 
proved and the scope of practice broadened. 
|> y iozq the profession included more than 
7 ,ooo dentists, and the ratio of dentists to 
population had changed to one for 1,728 per¬ 
sons. During the 19*0*5 there was a sharp de¬ 
crease in the number of graduates from dental 
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Table 86 

Average Net and Gross Income op Dentists 
by Size of Community, 1941 


Size of Community 

Average 

Net Income 

Average 
Gross Income 

All Communities 

$ 3,773 

$7,020 

Less than 1,000 

2 , 47 ° 

4.°64 

1,000-2,500 

2,914 

5.013 

2,500-5,000 

3,357 

5.994 

5,000-10,000 

3»498 

6,073 

10,000-25,000 

3,842 

7.063 

25,000-50,000 

4,112 

7.737 

50,000-100,000 

4 > , 5 I 

7.765 

100,000-500,000 

4.087 

7.749 

500,000 or over 

3 . 9°7 

7.634 


Source: R. M. Wall* and M. L. Dollar. "Economic Sums 
of the Dental Profe**ion — 1941," foumal of the Amen - 
con Dental Association. November 1, 1943 . PP- » 777 “ 94 - 


schools. This was probably due to the depres¬ 
sion and the lengthening of the prcdcntal re¬ 
quirements from one to two years in approved 
liberal arts colleges. As a result, die number of 
dentists listed for 1940 was 70,601 and the 
dentist-population ratio changed to one for 
1,865 persons.' 1 

Specialization among dentists has devel¬ 
oped, though to a lesser extent than among 
physicians. For the most part it is confined to 
those who practice among the well to do. Den¬ 
tists, even more than physicians, arc likely to 
practice in wealthy urban areas rather than in 
poor rural sections. In the Pacific states with 
their heavy urban concentration, for exam¬ 
ple, there was one dentist for every 1,290 per¬ 
sons in 1940; in the East South Central states, 
only one for 4,780.'* California, Oregon and 
New York had approximately one dentist to 
each 1,300 persons in 1940; while South Caro¬ 
lina, Mississippi and Arkansas had one den¬ 
tist to more than 5,000 persons. Lowest average 
net incomes arc received by dentists practicing 
in communities of less than 1,000 persons. In¬ 
comes increase with the size of the community 
but reach a high in cities of 50,000 to 100,000, 
as illustrated in Table S6. 

11. Crimis of Population. 1940. 

12. "The Supply of Dentists," Me,Heal Core. May 1945. 
p. 164. 


C. NURSES 

The expansion of medical science brought 
an increasing demand for trained nurses. 
World War I further stimulated interest in 
nursing, and the number of nursing schools 
and students grew rapidly. From a total of 432 
nursing schools in 1900, the number increased 
to 1,775 in 1920 and to 2,155 * n I 9 2 6- The num " 
ber of nurses (graduate and student) also in¬ 
creased rapidly — at a rate far beyond the in¬ 
crease in population. The number of nurses in 
the country in 1900 was about 12,000; in 1920, 
about 149,000; and in 1926, well over 200,000." 

In the spring of 1926, the Committee on the 
Grading of Nursing Schools initiated a five- 
year study of the situation in the nursing pro¬ 
fession, including an investigation of existing 
practices, education, employment, earnings 
and distribution. The study showed over¬ 
crowding in the private-duty field, low earn¬ 
ings, maldistribution and the need for higher 
educational standards. As a result, a large 
number of nursing schools closed and the rate 
of enrollment slackened. There were 1,311 
state-accredited nursing schools in 1940 and a 
total of over 370,000 graduate and student 
nurses.'* In 1941, graduate nurses in active 
service available for civilian or military duty 
numbered 181,ooo.' 8 Of this number, 47 per 
cent were employed in institutional work, 27 
per cent in private-duty service, 13 per cent in 
public health or industrial nursing and 13 per 
cent in other or unknown fields of service. 10 

Nurses, too, tend to concentrate in urban 
areas. Even in public health service, nurses are 
not distributed according to need; there still 
remain many large rural areas, towns and 
some cities without a single public health 
nurse. Nearly twice the number of public 
health nurses were located in urban as in rural 
agencies in 1941. 

ij. Stay Ayres Burgess, Nurses. Patients, and Pocket - 
hooks. Committee on the Grading of Nursing Schools, 
New York. 1928. 

1 •. Cifl'U' of Population. 1940. 

15. Pearl Mclvcr. '‘Rcgi'tcretl Nurses in the U.S.A.," 
American foitrnal of Nursing. July 1942 , pp. 7 < ’ 9 " 73 - > 

16. Facts About Nursing. 1942. Nursing Information 
Bureau. American Nurses' Association. New York, Octo¬ 
ber 194 2. 
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viding medical and allied services were as fol¬ 
lows: 21 


Active physicians 
Dentists 

Trained nurses and student nurses 
Practical nurses and midwives 
Pharmacists 
Osteopaths 
Chiropractors 


offices 
Others* 


MO .755 

70,601 

371,066 

109,287 

83.167 

6,067 

10,869 

20,575 

12,198 

3 >. 2 °9 

178.327 


1,034,121 

* Includes hospital attendants and orderlies, dietitians, 
laboratory technicians and other personnel. 

C. HOSPITALS 

While medical knowledge and techniques 

expanded, the function of the hospital in the 
- .7 < i*.. 1 cafg ,»J»,nanr rndiral 


The rise of industrial medicine brought a 
demand for nurses trained in industrial hy¬ 
giene. As of 1943, it was estimated that 10,000 
graduate nurses were employed in industrial 
hygiene work. 17 

Annual incomes of private-duty nurses, on 
the average, have been exceedingly low. The 
average gross cash income from full-time pri- U uiu|»u«w* 
vate-duty nursing was estimated to be only Healers and medicali service wo.kers 

$„ 92 in ,94, In addition these nurses re- 
ceivcd an average of 235 meals without charge 
during the year. About 36 per cent of the full¬ 
time private-duty nurses received less than 
$x,ooo gross cash income in that year; less than 
2 per cent received $2,000 or more. In general, 
average income tended to increase as the size 
of the community increased. 15 A survey of 
nurses’ incomes for I935" x 93 6 indicated that 

salaries for general-duty institutional nurses, l|WAJ> _ --- - 

for office nurses and for public health staff ficld 0 £ mc dical care underwent radical 
nurses (not supervisors) averaged somewhat c h an ges. j n its early days in this country, the 
higher than those for private-duty nurses. 19 hospital served only as a refuge for the desti¬ 

tute sick or the desperately ill. Today, the hos- 
d. OTHER medical and allied personnel pital is a center of medical activities, a com- 

Many thousands of Ml,or persons are cn di*a*>r clinical 

gaged in the manufacture and distribution of P Y ^ wcrc ?000 hospitals in the 
medical products). Among these arc pharm wilh a total bed capacity of 756,- 

cists, sanitary engineers, laboratory work , ^ Sjncc lhal ycar , emphasis has shifted from 
optometrists, osteopaths, chiropractors, occu- lhc ‘ conslruclion 0 f ncw hospitals to the cx- 
pational therapists, midwives and religious ^ of cxisling facilities. As a result, the 

healers, as well as lay employees in hospita s of hospitals (exclusive of hospital dc- 

and other medical institutions. Pharmacis s mcnt$ Q f institutions) decreased to 6,150 

comprise one of the largest of these g rou P s - , ,o, 2 but bed capacity reached a total of over 

They numbered more than 80,000 in 1940. n ^ o00 _ an increase of more than 80 per 
all, more than a million individuals wcrc cn- „ 

gaged in some phase of medical or hcaUh serv- • ^ ciccpliorl of , hc tol) „, „ f phy.icun,. the 

ice. The numbers of profess,onal, technical 
and other personnel employed in ,940 in pro- 

' .. .1.. >ml Assignment Service. 


I7-. Ioanna M. Johnson. ‘The Nurse in Industry." /»• 
dwtrial Medicine. June 1943 . P- 3 86 * Pr - Duty 
18. Edward F. Denison. -Income* of^ 
Nurse,, , 93 8 -. 94 .American fonrnal of Nurs.ng. |uly 

9 1 9 * P Sludy 5 ol 5 Jncome/. Salaries, and E "P , °\7' f y 
dition, . American Nurses’ Association New York. 'Wj; 

20. ‘The Supply of Pharmacists.' Medical Care. A 
gust i 943 , PP- 272-73. 


ir.i « ran i ii, i iiv ■—/ _ , 

dau prepared by the Procurement and Assignment Service. 

22 "Hospital Service in the United States, > 943 . /°" r * 
nal of the American Medical Assoc,anon. March 27, i 9 43 . 

PP Hoi 2 ' listed in the American Medical Association 
reeistry of hospitals represent approximately 9 2 per cent 
of all hospitals in the United States, and their bed capacity 
about 99 Per cent of total hospital bed capacity in the 
United States. 
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Table 87 

Number op Registered Hospitals and Hospital Beds by Type op Hospital 

and Type of Control, 1942 


Nervous 

All Hospitals* General and Mental Tuberculosis Special 


Type of Control 

Number 

Beds 

Number 

Beds 

Number 

Beds 

Number 

Beds 

Number 

Beds 

Total 

6,150 

1,365,266 

4.560 

594.260 

583 

646,118 

468 

82,372 

539 

42,516 

Government 

Federal 

453 

219,804 

398 

169,710 

33 

44.579 

18 

4.923 

4 

592 

State 

4>9 

599.527 

62 

24,428 

266 

548,014 

75 

24,895 

16 

2,190 

County 

49 1 

96 . 4<>3 

245 

4 1 *7 16 

52 

28,182 

184 

24,638 

10 

1,867 

City 

344 

74.347 

255 

49,494 

6 

5 . 3*9 

3 ° 

12,895 

53 

6,639 

City-county 

58 

9,182 

37 

6,418 

— 

— 

16 

2,285 

5 

479 

Church 

975 

126,083 

859 

114,279 

*7 

3-544 

20 

2,889 

79 

5 , 37 * 

Nonprofit 

*. 9*5 

188,165 

>.534 

, 5 , . 4 , 8 

37 

7.270 

82 

7,680 

262 

21,797 

Individual and 

partnership 

1.089 

27.996 

882 

20.672 

96 

4,204 

27 

1,010 

84 

2,110 

Corporations 

406 

23.759 

288 

16,125 

76 

5,006 

l6 

*.*57 

26 

M 7 * 


Source: "Hovpital Service in ilie United State*. 1941 ." a. In addition. 194 hospital departments of institutions. 
Journal of the American Medical Association. March 27. «hc majority of which are under itate control, with a total 
• 943. P- 1011. of 18.561 bed* are lined in the A.M.A. registry of hos¬ 

pital*. 


Government hospitals account for more 
than one fourth of the total number listed and 
for nearly three fourths of the total beds. The 
extent to which government has assumed re¬ 
sponsibility for the hospitalization of nervous, 
mental and tuberculous patients is shown by 
the fact that 97 per cent of the hospital beds in 
registered nervous and mental hospitals and 
85 per cent of those in hospitals for the tubercu¬ 
lous are under government (federal, state or 
local) control. Nearly two thirds of the non¬ 
governmental hospitals and 86 per cent of ihc 
nongovernmental beds arc operated by volun¬ 
tary agencies on a nonprofit basis. The facili¬ 
ties of proprietary hospitals comprise but a 
small fraction of the total. The distribution of 
hospitals and hospital beds by type of hospital 
and ivpc of control is shown in 'I’able 87. 

I Iospitals, like medical personnel, tend to 
“follow the dollar and not the need.” Wide 
variations exist in the distribution of hospital 
beds throughout the various sections of the 
country. The wealthier and more heavily 
populated sections are served by more hospitals 


with greater bed capacity than are the less 
well-to-do, thinly populated areas. For exam¬ 
ple, in the northeastern and western states, 
5 and 6.8 general-care beds, respectively, were 
available in 1942 for every 1,000 persons; the 
southern and central states had only 4.1 for 
every 1.000 persons. In metropolitan areas the 
average may be two or even three times that 
for the country as a whole (4.7 beds per 1,000 
persons), whereas in sparsely populated rural 
areas there may be no beds whatever within 
convenient reach of the population. 

Sources of Hospital Income 

The latest detailed study of the sources of 
hospital income, made in 19^5 by the Public 
Health Service, showed that of the total hos¬ 
pital income of S707 million, 47 per cent was 
derived from tax funds, 4* per cent from pa¬ 
tients. 3 per cent from endowments and 7 per 
cent from other sources." 3 About one third of 

23. Eliott H. Pennell, Joseph W. Mountin ami Kay 
Penr von. Bu< inert Census of Hospitals. / 9J S. General Re- 
pnrr. Supplement No. 154 I'* the Public Health Reports. 
L’.S. Public Health Service. Washington, > 939 - 
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the total income in general and special hos¬ 
pitals was provided from tax funds, compared 
with 82 per cent of the income of mental hos¬ 
pitals and 79 per cent of the income of tuber¬ 
culosis sanitariums. 

Between 1935 and 1941, the share of hospital 
income derived from government funds prob¬ 
ably varied only slightly. Since Pearl Harbor, 
however, government’s share has increased 
substantially-the result of the large increase 
in army and navy beds and in the number of 
war casualties hospitalized in army and navy 
institutions. 


found in the large cities of a few states. It is 
estimated that there are some 4,000 treatment 
and preventive clinics operated by public 
health agencies, philanthropic organizations, 
industry or private groups of physicians. At 
present, however, less than a thousand hos¬ 
pitals maintain organized out-patient depart¬ 
ments, and perhaps an additional thousand 
provide emergency treatment for ambulatory 
patients, follow-up treatment for former in¬ 
patients or the use of special facilities by physi¬ 
cians for their private patients.* 4 

f. EFFECTS OF THE WAR 


Hospital Personnel The war created many health problems and 

r , , , ( . his drew heavily on our medical personnel. About 

Expansion of the f^.,onsofhos P ,nlshs tohn , serving in the armed 

led to a need for personnel, other than phy* P ? _ inl#|ely ^ pcr ccnt of 

cians and nurses, trained in vw . the • medical profession. Our physician- 

procedures. The A-crican M d 1 A <x- « ^ £ , cduccd to onc , ivc 

non, in its > 94 * census oHmp ■ P h sicijn for CVC ry .,284 persons.” More than 

mformauon on the numbers of P P^^ ^ w ere commissioned in die 

technical and other personnel employ services by the end of 1944- leaving less 

6,344 registered hospitals (mcludmg 194 hos- l0 carc for civilians.- Be- 

Pit*! departments of institutions). Harbor, (hc ralio of dentists to popu- 

The largest single groups ^ ^ onc _ , S; - pcrsons; by the end of 

than 120,000 graduate nurses and 9 *. thc r3lio had dropped to about one for 

dent nurses. There were also 94 .°°° • '. . ^ The Army Nurse Corps at its 

nearly 26,000 orderlies and W*K> P - P^ numbered about &"<*>■ lhe 

nurses. Technical personnel numbe dI ^ ^ about Ill 0 oo.” 

of whom nearly 12,000 were part-t », lktwecn ,942 and 194?. hospitals registered 
crs. Among the most numerous , . American Medical Association in¬ 
groups were laboratory and X-ray tcc miua ffom about 6.150 to 6.452 (exclusive of 

medical stenographers, dietitians an hospital departments of institutions) and their 

service workers. Hospital administrative | cnp.icity increased from about 1.4 million 

sonncl numbered over 6,300, consisting ™‘ ,sl > |o QVC * ,5 m iUi on . These increases reflect the 

of physicians and registered nurses, (bee •' ,| )n ormal growth of federal facilities arising 

» 8 -) 'f r om military needs. From .94= to > 94 ?. federal 

n , , rr ■ hospitals (exclusive of departments of inslitu- 

Development of Cl,me, , J s) , n orc than doubled their bed capacity 

™ll;STSStr-rS3 -«^SJS2S^S=^ 

SrslKS” SR- ~ “ 

SSSSSfSSr«35 

clinics and out-patient departments are to 
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Table 88 


Number of Persons Employed 

in Hospitals, by 

Type of Activity, 

1942 

Classification 

' Total 

Persons Employed 

Full-time 

Part-time 

Total 

440,523 

— 

— 

Administrators or superintendents 

6,345 

— 

— 

Physicians 

2,280 

— 

— 

Registered nurses 

2,167 

— 

— 

Others 

1,898 

— 

— 

Interns 

7***9 

— 

— 

Residents 

3 . 3 ” 

— 

— 

Assistant residents 

2,036 

— 

— 

Graduate nurses 

120,114 

— 

— 

Student nurses 

98,166 

— 

— 

Practical nurses 

22,161 

— 

— 

Attendants 

94**33 

— 

— 

Orderlies 

*5.857 

— 

— 

Technical personnel 

61,181 

49 * 4*3 

11,768 

Nurse-anesthetists 

4,246 

3*274 

972 

Laboratory technicians 

12,796 

10,961 

*,835 

X-ray technicians 

7.907 

6,303 

1,604 

Dietitians 

6,634 

6,077 

557 

Pharmacists 

3 ** 3 * 

2,698 

533 

Physical therapists 

3 * 4*5 

2,643 

772 

Medical record librarians 

4 * 46 x 

3.426 

*.035 

Other librarians 

*.304 

780 

524 

Medical stenographers 

7.923 

6.875 

1,048 

Occupational therapists 

2,010 

1*727 

283 

Dental hygienists 

1,603 

1,031 

572 

Social service workers 

5 . 65 * 

3,618 

2,033 


Source: "Hospital Service in the United States, 1943,” Journal 0/ the American Medical Associa¬ 
tion, March 27, 1943. PP- 10*9-21. 


— from 219,804 to 475,609. When federal facili¬ 
ties arc omitted from the totals, the picture is 
altered; actually, a net decrease is found in the 
number of nonfcderal hospitals and the in¬ 
crease in nonfcderal beds is slight.” 

Civilian Health Service 

Meanwhile, demands for civilian health 
service increased. An abnormal strain was 

28. "Hospital Service in the United States, 1944." Jour¬ 
nal of the American Medical Association, March 25, 1944. 
PP- 839-922. 


placed on the public health facilities of many 
communities. New communities sprang up 
around war industries and military encamp¬ 
ments; some communities doubled or trebled 
in size. Few were equipped to combat disease, 
safeguard the health of the migrating workers 
or correct insanitary conditions. Production 
schedules were set which made unprecedented 
demands on our industrial manpower. Mil¬ 
lions of workers shifted from civilian jobs to 
war production jobs with which they were un¬ 
familiar and which often presented health and 





MEDICAL CARE 


safety hazards. And a steadily decreasing medi¬ 
cal force was available to provide care or to de¬ 
velop health and hygiene programs. 

Efforts were made to fill our wartime needs 
for medical care. Medical, dental and nursing 
schools accelerated their courses to meet fur¬ 
ther needs of the armed forces and to replenish 
the ranks of the physicians, dentists and nurses 
who remained for civilian service. Retired phy¬ 
sicians, dentists and nurses returned to active 
practice. Some relocation of physicians was ac¬ 
complished to help solve the health problems 
in war-industry communities, but it was trivial. 
Hospitals used increasing numbers of volun¬ 
teer workers. Each day brought more eco¬ 
nomical use of the doctor’s time, of materials 
and of medical facilities. While the war cre¬ 
ated many problems, it also produced many 
achievements in medical science. There has 
been remarkable progress in immunization, 
surgery, in the use of plasma, sulpha drugs, 
penicillin, and in the treatment of wounds and 
burns. 

The Future of Medical Service 

What effect will the changes wrought by the 
war have upon the future of medical service. 
Some change in medical practice itself may be 
anticipated. A recent survey by the American 
Medical Association’s Committee on Postwar 
Medical Service indicated that “many of our 
doctors in uniform recognize, through practi¬ 
cal demonstration, the trends within medicine 
which make solo practice no longer either the 
best or the most economical kind of service for 
the physician or for the patient." A summary 
of 21,029 replies to a questionnaire sent by the 
Committee to all medical officers on duty in 
the army, navy, Public Health Service and 
Veterans’ Administration showed that 52 F r 
cent wanted to enter private group practice 
after the war and an additional 12 per cent 
wanted to continue in full-time federal serv¬ 
ice. 1 * 

The public health and industrial health 

*9. Harold C. Lucth. -Economic Aspects f f'*™' 
Medical Pracrice," Journal of the Am cue an 

rwton, June 16, 1945, pp. 528-29- 


fields undoubtedly will benefit greatly from 
the growing public appreciation of the services 
they offer. Both industry and labor have be¬ 
come more aware of the great saving in costs 
and the increase in production that result from 
the good health of workers, and of the tre¬ 
mendous losses that accompany sickness or ac¬ 
cident. There is an increasing popular demand 
for better distribution of our medical person¬ 
nel and facilities; for establishing hospitals and 
health centers in rural areas; and for encourag¬ 
ing physicians, dentists, nurses and other 
health workers to serve in rural sections. Some 
few health centers already have been estab¬ 
lished; efforts arc being made to provide more 
health centers and hospital facilities during 
the next few years. Inevitably, some means 
will be found to attract medical personnel to 
areas where even before the war the need for 
medical personnel was acute. 

2. State of the Nation’s Health 
How did the great prewar advances in medi¬ 
cal science and technology and the broad ex¬ 
pansion of medical services and facilities af¬ 
fect the health and well-being of our people? 
How much has the heavy burden of sickness 
been lightened? Death rates have declined; 
years have been added to the average length of 
life; the occurrence of certain diseases has been 
sharply reduced. Yet, a close look into avail¬ 
able data on death rates, illness rates and the 
costs of sickness —economic and social — 
shows that an enormous task still remains in 
preventing premature death, reducing illness 
and disability, and lessening the burden of 
medical costs. 

a. death rates 

Some indication of how far we have trav¬ 
eled along the road to good health in the 
United States is given by the decline in death 
rates since the turn of the century. Despite the 
25 per cent increase in population between 
1920 and 1940, the annual number of deaths 
increased but slightly, and the number of 
deaths per 1,000 persons fell from 17.2 in 190.) 
10 10.5 in 1941. Most of this great saving of 


245 



AMERICA’S NEEDS AND RESOURCES 


Table 89 

Death Rates for Selected Causes op Death in the United States, 

1900, 1920, 1930 and 1942 

(Per /00/300 Persons) 


Cause of Death 

All Causes 
Diseases of heart 

Cancer and other malignant tumors 
Intracranial lesions of vascular origin 
Nephritis 

Influenza and pneumonia (all forms) 

Tuberculosis 

Premature birth 

Diabetes mellitus 

Motor vehicle accidents 

Syphilis 

Diarrhea and enteritis 
Whooping cough 
Diphtheria 
Measles 

Typhoid and paratyphoid fever 
Scarlet fever 


1900 

/920 

1930 

1942 

i, 7 * 9 * 

*,298.9 

*,*32.1 

*, 035-5 

* 37-4 

159.6 

214.2 

295.2 

64.0 

83.4 

97-4 

122.1 

106.9 

93.0 

89.0 

90-2 

88.6 

88.8 

91.0 

72-4 

202.2 

207.3 

102.5 

55-7 

194.4 

113.x 

71.x 

43.x 

3*-4 

43.6 

3 x -5 

25.8 

11.0 

16.1 

19.1 

25.4 

— 

10.3 

26.7 

21.2 

12.0 

16.5 

* 5*7 

X2.2 

*42.7 

53-7 

26.0 

8.8 

12.2 

*2.5 

4.8 

*.9 

40.3 

* 5-3 

4.9 

1.0 

* 3-3 

8.8 

3.2 

x.o 

3«3 

7.6 

4.9 

•5 

9.6 

4.6 

x. 9 

•3 


Sour ret: 1900, 1920 ami 1910 data— Forrest E. Lindner and Robert D. Grove, Vital Statistict 
Rates in the United States. 1900-1940. Bureau of the Census. 19 43 . PP- 366-67. 194a 

data — Bureau of the Census, Deaths from Each Cause. United States. 1940-1942 (Vital Sta¬ 
tistic*— Special Report*. Vol. XIX, No. 3), pp. 19-29. 


life lias been accomplished among children 
and young adults. An infant born today can 
expect to live 10 years longer, on the average, 
than the infant born in 1920. The decided de¬ 
crease in mortality, which started about 15 
years ago, has been particularly rapid in the 
past five years. 

Causes of Death 

It is significant that the first four leading 
causes of death in 1942 were diseases of the 
heart, cancer and other malignant tumors, 
intracranial lesions of vascular origin and 
nephritis — all four causes definitely associ¬ 
ated with old age. These so-called degenerative 
diseases ranked in fourth, seventh, fifth and 
sixth places, respectively, as causes of death in 
1900. The four leading causes of death in that 
year were influenza and pneumonia, tubercu¬ 
losis, diarrhea and enteritis, and diseases of the 


heart. Improvements in public health methods 
and progress in medicine have resulted in a 
steady and rapid decrease in mortality rates 
for certain communicable diseases such as 
diphtheria, typhoid fever, scarlet fever, measles 
and tuberculosis. Mortality rates for selected 
causes of death in 1942 arc compared in Table 
89 with the corresponding rates for 1900, 1920 
and 1930. 

Maternal and Infant Mortality Rates 

Maternal and infant mortality rates have de¬ 
clined steadily since the early 1900’$. However, 
in 1942, according to the Bureau of the Cen¬ 
sus, more than 7,200 women died from condi¬ 
tions directly related to pregnancy and child¬ 
birth— a death rate of 26 out of every 10,000 
live births.* 0 Although this rate represented a 

30. Marjorie Gooch. "Maternal and Infant Mortality in 
the United States. 19.42." The Child. June 1944. PP- * 79 “ 

85- 
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decrease of 49 per cent from 1930, a great waste 
of maternal life persists. It is estimated that 
almost half of these deaths could have been 
prevented. 

Infant mortality rates reveal the same tragic 
waste of life. More than 79,000 stillbirths were 
reported in 1942 —a ratio of 28 to every 1,000 
babies born alive. Physicians estimate that a 
large proportion of these stillbirths might have 
been prevented. Out of more than 2.8 million 
babies born alive in 1942, about 35,000 died on 
the first day of life and 72,000 died before they 
were a month old. Forty per cent of these 
deaths were probably preventable. 

Striking differences arc seen between mor¬ 
tality rates reported for Negroes and whites. 
In 1942 the death rate among Negroes was one 
fourth higher than among whites. Negro in¬ 
fant deaths during the first year of life oc¬ 
curred in 64 cases out of every 1,000 live births, 
compared with 37 cases among 1,000 white 
babies. Maternal death rates show an even 
wider racial difference — 55 out of every 10.- 
000 live births among Negroes; 22 out of every 
10,000 live births among whites. 11 

b. PHYSICAL DEFECTS, SICKNESS AND DISABILITY 

Death rates arc but one of a number of 
measures of the nation’s health. Results of 
physical examinations indicate the prevalence 
of physical and mental defects at a given tune. 
Furthermore, they indicate to some extent the 
defects that might have been prevented or 
remedied by proper and timely care. 

Selective Service Findings 

As a result of Selective Service examinations 
conducted between November 1940 and Sep¬ 
tember 1941, of the first 3 million men exam¬ 
ined at local boards and induction stations 52.N 
per cent were rejected from general nulu.it>’ 
service because of physical or mental defects 
and diseases. 32 Tooth defects led the causes o 
rejection, accounting for 16.5 per cent of a 

31. Bureau of (he Crniuv Summary ol I Hal " , - 

•943. February 2 8, i«> 4 5 (Vital Slaiiuks — 

Potu, Vol.XXII.No. 1). pp- 1-21. , „ , 

3*. Cauiei ol Rejection and Incidence of If'let 
dnalyn, o/ Report/ ol Phy/ieal Examination Iron, i 


rejections. The second leading cause was eye 
defects, accounting for 11.7 per cent, followed 
by mental and nervous disorders, 10.4 per cent, 
and cardiovascular conditions, 10 per cent. 
Physical standards during the period when 
the first 3 million men were examined were 
relatively high. The purpose was to select as a 
nucleus for our proposed army of 8 or 10 mil¬ 
lion a group of men who were fit for any type 
of military service, no matter how arduous the 
service might be. 

Subsequently, certain physical and mental 
standards, particularly as to dental defects, un¬ 
complicated venereal disease, hernia and il¬ 
literacy, were relaxed, and many limited-serv¬ 
ice men were reclassified and inducted. On 
June 1, 1944, however, despite the lowering of 
physical standards, the 1 V-F pool numbered 
more than 4.2 million. This figure tells but part 
of the story, for, in addition, 1.5 million men 
with remediable defects were taken into the 
army for limited service, or their defects were 
corrected. Another million, at first accepted for 
military service, were later discharged because 
of defects that were not war-connected but that 
became apparent after induction. Actually, 
more than 6.5 million young men out of 14 
million examined were in a 1 V-F physical 
status. The storv still is incomplete, for S mil- 
lion men out of the total of 22 million reg.s- 
trams between the ages of 18 and 38 had not 
vet l>ccn examined. It has been estimated that 
2 million of that number would Ik found, after 
physical examination, to be in a IV-F status. 
Even under relaxed physical standards, there¬ 
fore, between 8 and 9 million of our young 
men between the ages of .8 and 3 « "'ere pbysi- 
c dlv unfit for general military duty. 

Changes in physical standards for military 
service resulted in a shift in the ranking of the 
causes of rejection. As of June * 041 * J ,K ‘ leading 
causes of rejection were mental disease and 
mental deficiency, which accounted for 3 0111 
of every to rejections. Next in rank were 
musculoskeletal defects, syphilis, cardiovascu- 
I ,r defects, hernia, and neurological and eye 


,„„A *«„. Medical Son-lie, KuHclin No. >. Sclcoi.c 
Strike System. August i. >943- 
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defects. Together, these accounted for about 
4.5 in every 10 rejections. 83 

Of particular significance in these Selec¬ 
tive Service findings is the fact that, to a 
large extent, the defects and deficiencies found 
might have been predicted and perhaps pre¬ 
vented or remedied many years ago. A “pilot” 
study of the Public Health Service showed 
that, for a number of the men rejected in 
1941 in Hagerstown, Maryland, prior rec¬ 
ords of school examinations indicated that 
many of the disqualifying defects were present 
some 10 or 15 years earlier. 31 Many of the con¬ 
ditions charted at that time could have been 
avoided or remedied through adequate and 
timely medical care. It has been estimated that 
at least one third of the men rejected for mili¬ 
tary service could be rehabilitated for service. 
It is reasonable to assume that 50 per cent or 
more of the disqualifying defects might have 
been prevented or remedied by proper and 
early preventive or curative measures. 

Other Findings 

Physical examination of other population 
groups reveals similar results. Health apprais¬ 
als of about 150,000 youths employed on NY A 
work projects showed that 90 per cent of them 
had defects that needed medical attention; 85 
per cent needed dental care. 33 Examinations of 
borrowers in the Farm Security Administra¬ 
tion program indicated that 96 per cent of the 
family members had one or more physical de¬ 
fects. 30 

Sickness Surveys 

Sickness surveys, it is recognized, under¬ 
state the extent and severity of sickness that 
prevails. Nevertheless, they do provide an¬ 
other measure — inadequate though it is — of 
the health needs of the population. The Na- 

33. Wartime Health and Education, Pt. V. pp. 1613- 
871; Pt. VI. pp. 1873-2176. 

3.J. Antonio Ciocco. Henry Klein and Carroll E. Palmer. 
"Child Health and the Selective Service Physical Stand¬ 
ards,” Public Health Report!, December 12, 1941. pp. 

2365-75- 

35. Health Statin of XYA Youth. Federal Security 

Agency, 1942. .... 

36. Unpublished data from Farm Security Administra¬ 
tion. 


tional Health Survey, conducted in 1935-1936, 
was the most extensive sickness survey ever 
undertaken in this country; illness records 
were obtained from more than 2.5 million per¬ 
sons.* 7 A national estimate, which makes use 
of findings from the National Health Survey 
and other data, indicates that more than one 
person in six has "some chronic disease, ortho¬ 
pedic impairment, or serious defect of hearing 
or vision.” If allowance is made for forgotten 
illness or unrecognized conditions, it is not 
unreasonable to assume that at any given time 
one person in four needs medical attention for 
some chronic ailment or serious physical de¬ 
fect. 

Many people, of course, experience little or 
no serious sickness in a year’s time. An illness 
study has shown that, during a normal year, 
among each 1,000 persons:” 

470 will suffer no recognized illness 
320 will be sick once 
140 will be sick twice 
50 will be sick three times 
20 will be sick four or more times 

The true picture, however, is far more serious 
than these figures imply, for only recognized 
illnesses arc represented. Unrecognized con¬ 
ditions—heart ailments, cancer or tubercu¬ 
losis—and forgotten illnesses, if added to rec¬ 
ognized sickness, might easily alter the figures 
to show that a much larger proportion than 
one half of the population arc sick during a 
year. 

Time Lost Through Disability 

On an average day of the year there arc 
approximately 7 million temporarily or perma¬ 
nently disabled persons in the United States — 
about 55 out of each 1,000 persons. Nearly half 
of these 7 million are in America’s labor force 
or would be if it were not for their disability. 

37. 'The Magnitude of the Chronic Disease Problem 
: n the Unite.! State*.” X at ion a! Health Surrey: I 93 S~J°- 
Bulletin No. 6. Sickness and Medical Care Series. Public 
Health Service. 

38. I. S. Falk, C. Rufus Rorem and Martha D. Ring. 
The Coin of Medical Care: A Summary of Investigations 
on the Economic Aspects of the Prevention and Care of 
Illness. Publication No. 27. Committee on the Costs ot 
Medical Care, University of Chicago Press, Chicago. 1933 - 
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The others are children, students, housewives, 
old people and others who are not in paid jobs 
and who are not seeking gainful work. The 
number of days lost from work because of 
sickness and accident is so large that the mag¬ 
nitude of the time and energy wasted is 
scarcely realizable. In 1943 more than a bil¬ 
lion man-days of work were lost because of 
permanent or temporary disability. About half 
of this time was lost by persons who would 
have been in the labor force had it not been 
for permanent disabilities. The other half was 
lost by persons considered in the labor force 
during the year, whose disabilities were tempo¬ 
rary (or just developing into a permanent con¬ 
dition). The half-billion days lost by this latter 
group were equivalent to the withdrawal from 
America’s labor force of about 1.5 million men 
for the entire year. 

How many of the days lost from work were 
caused by ordinary illnesses? In 1942, male in¬ 
dustrial workers in the labor force lost, on the 
average, about 10 days because of illness and 
accident; female workers lost about 12 days. 
Industrial injuries, occupational diseases and 
nonindustrial accidents among male workers 
accounted for 1.8 days of lost time, and for 1.3 
days among female workers. In other words, 
80 per cent of the working time lost by male 
workers and 90 per cent of the time lost by fe¬ 
male workers because of disability was due to 
common ailments and not to work-connected 
injuries or diseases. Estimates for 1943 showed 
somewhat higher rates of absenteeism because 
of disability — 11.4 days for men and 13.3 f° r 

women. 

About half of our 7 million Americans dis¬ 
abled from illness on an average day have al¬ 
ready been incapacitated for more than six 
months,the remainder for shorter periods.* On 
an average day, the whole group of persons in¬ 
capacitated from following their normal pur¬ 
suits is about the size of the entire population 
of New York City; those who have been dis¬ 
abled for six months or more arc a group about 
as large as the population of Chicago. 

39 - Ninth Annual Report. Fueal Year 500,1 

Sccuxiiy Board, 1944. P- * 4 - 


3. Income and Cost 

a. HEALTH AND INCOME 

Various illness studies give evidence of a 
close relationship among sickness, days of 
disability and low income. Despite the benefits 
of community health services or special free 
services provided for the poor in many locali¬ 
ties, too many of these remain out of reach of 
the individual with small means. 

The groups least able to afford the costs of 
illness arc faced with the greatest number of 
illnesses during a year. For example, among 
relief families studied in the National Health 
Survey, disabling illness lasting seven days or 
longer occurred at a rate one and one half 
times greater than that among well-to-do fami¬ 
lies. Moreover, illnesses among the very poor 
were more severe and lasted longer than 
among the upper income groups. Nearly three 
times as much chronic illness, disabling for at 
least 12 months, was experienced by the poor 
as by the well to do. Annual days of disability 
per |>crson were three times as great among 
relief families as among those at the upper in¬ 
come levels."’ 

Although the poor need more medical serv¬ 
ice than those who can afford to pay for care, 
they actually receive far less. Among relief 
families, in 1935-1936. no physician’s care was 
received in 30 per cent of the disabling ill¬ 
nesses, and for families just above the relief 
level, no physician’s care was received in 28 
j»cr cent of such illnesses. On the other hand, 
among families with incomes of $3,000 or 
more, no physician’s care was received in 17 
per cent of disabling illnesses. 

Income and Dental Health 
Dental health, an important aspect of physi¬ 
cal well-being, also is closely related to income. 
It is evident from studies of dental care that 
the higher the family income, the more fre¬ 
quent is the receipt of dental service. Neglect 
of die teeth in all income groups is apparent 


40. "Illne« anti Medical Care Amon K 2.500.000 Pcr- 
v.n> in Kj Cities. with Special Reference to S«...-Econo I mc 
Factors,*' National Health Survey: t 93 S~J<>- I*“Wic Health 
Service. 1945 - 
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from studies of dental care; but neglect among 
the lowest income classes is far more wide¬ 
spread than among higher income groups. At 
levels below $1,200 income, 90 per cent of the 
individuals had no dental care within a year’s 
period between 1928-1931; at levels above 
$5,000, from 40 to 60 per cent received no 
care. 41 

Dental cases recorded during this same sur¬ 
vey were "first visits” for 11 out of every 100 
individuals in the poorest families, but for 
only one out of 100 among the wealthiest fami¬ 
lies. Among the poor, 12 in every 100 persons 
had received no dental care in three years or 
more, but among families with incomes of 
$3,ooo-$5,ooo, only 4 persons in each 100 had 
gone three or more years without dental atten¬ 
tion. 


b. COSTS OF MEDICAL CARE 

The costs of medical care have increased 
with the advances in medical knowledge. 
However, the cost to the nation, compared 
with that of other items of family living, is 
not prohibitive. 

Consumption Expenditures 

In 1940, when the nation’s medical bill was 
nearly $4 billion, consumption expenditures 
constituted less than three fourths, or $2.9 bil¬ 
lion. 42 This amount represented only 4.1 per 
cent of total consumption expenditures. Al¬ 
most twice as much money was spent by con¬ 
sumers for tobacco anti alcoholic beverages, 

41. I. S. Falk. Margaret C. Klcm ami Nathan Sinai. The 
Incidence of lllnett and the Receipt and Cotit of Medical 
Care Among Representative Famitiet; Experiences in 
Ticehc Comer a tire Mont/if During 1928-1931. Publica¬ 
tion No. a 6 , Cnmmitiic on the Com* of Medical Cure, 
University of Chicago Prc*s. Chicago, 193%. 

42. This figure refers to the value of g.xxls and services 
reaching consumers through nongovernmental sources, 
whether or not they are paid for by the Consumers con¬ 
cerned. It is different from consumer outlays, which, as the 
name indicates, refer to actual amounts spent by con¬ 
sumers. 1 lowcver, the magnitudes represented by these 
different concepts arc not far apart. In I 935 _ i 9 tb. con¬ 
sumer outlays for medical care were Si.2 billion, while 
consumption expenditures were 22.i billion. In 1940- 
1941 the figures were S3.4 billion and 5 t-i billion, re¬ 
spectively. In 19.11-1942 they were Sj-7 billion and Sj.4 
billion. 


while more than four times as much was 
spent for housing, and three times as much for 
clothing. 

Yet, a decade earlier, medical care consti¬ 
tuted an even smaller part of the consumer’s 
budget, and a decade before that a still smaller 
share. Before World War I, it was less than 
3 per cent of total consumption expenditures; 
it rose to the neighborhood of 3.5 per cent dur¬ 
ing the latter half of the 1920’s; and it in¬ 
creased still further to stay around 4 per cent 
during the 1930’s. Consumption expenditures 
for medical care (see Appendix 6) were as 
follows: 


I 9 I 4 

1923 

1929 

x 933 

*937 

1940 


(In Millions) 

PerCent 
of Total 

$ 868 

2.6 

2,101 

3-1 

2,878 

3-6 

1,940 

4.2 

2,558 

3-9 

2,864 

4 * 


To these amounts should be added the cost 
of prepayment plans for medical care. Group 
hospitalization began in 1929. Before 1933, 
net payments (i.e., the excess of payments 
made over benefits received) to these associa¬ 
tions were exceedingly small. In that year, 
group hospitalization was officially endorsed 
by the American Hospital Association. By the 
spring of 1936 there were a quarter of a mil¬ 
lion enrolled subscribers in nonprofit volun¬ 
tary hospital plans. The number rose to a mil¬ 
lion by the end of 1937, and by January 1945 
it jumped to nearly 16 million (in continental 
United States only). Net payments to these 
and other health associations amounted to $16 
million in 1940 and to $30 million in 1942. An¬ 
other type of prepayment, student fees for 
medical care, increased with enrollments and 
reached a prewar peak of $2.5 million in 1940. 


Expenditures and Income 

According to a study of consumer spending 
and saving in wartime, 4 * the nation's 33 mil¬ 
lion families and 8 million single civilians 

43. Chilian Spending and Saving. 194• and ' 942 ‘ 
Office of Price Administration. March 1, 194 3 - 
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Table 90 

Medical Care Expenditures of Families and Sincle Consumers* 
by Money-Income Level, 1942 


Money-Income 

Level 

Aggregate 
Expenditure1 

Average Medical 
Expenditures 

Percentage 
of Income 


(In Millions) 



Total 

$ 37*0 

% 9 ° 

3-5 

Under $500 

9 * 

26 

7-9 

500-1,000 

261 

39 

5 * 

A 6 

1,000-1,500 

1.500- 2,000 
2,000-2,500 

2.500- 3,000 
3,000-4,000 
4,000-5,000 
5,000-7,500 

375 

4*3 

404 

34 * 

596 

428 

390 

57 

69 

87 

*°4 

*29 

>63 

205 

228 

4.0 

4.0 

3-9 

3-8 

3-7 

3-7 

a! 

7,500-10,000 

10,000 or over 

*43 

268 

340 

1.6 


Sour": Civilian Sprnd.n, and Savin,. mi Office of Price Admirm.,..ion. Me,eh . 


* 943 - 

a. Estimates cover 


all family and vingle civilian consumers except those living in institutions. 



spent approximately $37 billion for medical 
services and supplies in 1942 — an average of 
$90 per “consumer unit" or "spending unit. ** 
The share paid by the families and single con¬ 
sumers who made up the poorest 8 per cent of 
the nation (those with annual incomes of less 
than $500) totaled only S91 million, or less than 
2.5 per cent of the medical expenditures of all 
income groups. Families and single consumers 
who comprised the highest 8 per cent of the 
nation’s consumer units (those with annual 
incomes of $5,000 or more) spent $801 million, 
or more than 20 per cent of the total medical 
expenditures of all groups. (Sec Tabic 90.) 

Average dollar outlays advanced substan¬ 
tially from the low to the high income groups; 
but the per cent of income absorbed by medi- 

44 . Estimates cover all civilian consumers excel* th-.se 
living in institutions. Families arc defined as co n -mic 
units of two or more persons sharing a common or 
pooled income and living under a common ro*4. >mgie 
consumers are defined as men or women maintaining in¬ 
dependent living quarters or living as lodgers «.r rrf ' 3fl '' 
in private homes, rooming houses or hotels, llic - 

turner unit or spending unit is used to cover both gr<* I • 


cal care expenditures decreased with increased 
income. For example, at levels below $500, av¬ 
erage expenditures were $26, compared with 
an average of $340. ° r 13 times as much, in the 
income group $10,000 and over. However, 
families and single consumers with incomes of 
less than $500 spent 7-9 P' r cent of their in¬ 
comes for medical care, compared with 1.6 per 
cent spent by the consumer units with in¬ 
comes of $10,000 and over. 

In the medical bill of all consumers, irre¬ 
spective of their income status, the principal 
items of expenditure arc those for physicians’ 
and dentists’ services, medicines and supplies, 
and hospital care. Of these items, physicians’ 
services and medicines and supplies together 
account for more than half of the total spent 
for all medical care. At lower income levels, 
physicians’ services and medicines and sup¬ 
plies account for larger proportions of total 
medical outlays than at up|rcr levels. In con¬ 
trast, dentistry and nursing service usually ac¬ 
count for a larger share of the bill among high- 
income than among low-income groups. 
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Income Levels and Family Charges 

The costs of medical care are unlike those 
for food, clothing, shelter and other items of 
the family budget in one important respect: 
they are not budgctablc, because they do not 
occur in a fixed pattern year after year and can¬ 
not be foreseen by the individual family. On 
the other hand, the medical bills of a large 
group of families, taken together over a period 
of time, are fairly constant and arc not high 
compared with other family living costs. If the 
individual family incurred only these average 
medical charges, it is possible that the amount 
needed for necessary medical service could be 
budgeted and met. 

Only by chance, however, will an individual 
family incur an average medical bill. For sev¬ 
eral years its expenditures may fall consider¬ 
ably below the average for all families; but in 
one year's time, because of a costly, long-dis¬ 
abling illness, medical costs may absorb a large 
share of the family’s income. For example, in 
one study of medical costs, average annual 
medical charges for families with incomes of 
$2,ooo-$i»ooo W cre reported to be $95; but 13 
per cent of the families in the group had bills 
of less than $10, while 2 per cent had bills of 
$500 or more. Among families with incomes 
of less than St,200, average annual charges 
were $49, but 31 per cent had bills of less than 
$10 and one per cent had bills of $500 or more; 
one family in this group reported a total bill 
of Si,800 during the year of study.' 1 

Costs of Disability 

What arc the financial implications of loss 
of working time from disabling illness by men 
anti women in the labor force? In times of 
sickness a double burden is placed on family 
resources, for, in addition to the unexpected 
expenses which come with illness, the wage 
earner's disability usually reduces or eliminates 
his income. In ordinary years, loss of earnings 
from temporary disability, including the wage 
loss of those who during the year shift from 
the labor force to the group of permanently 

45. Falk, Kicm and Sinai, op. at., Pt. VI, pp. 2005-06. 


disabled, amounts to some $3-4 billion. Dr. 
L. D. Bristol, Chairman of the Health Ad¬ 
visory Council of the United States Chamber 
of Commerce, has said: 

It is impossible to estimate accurately the tan¬ 
gible and intangible costs in dollars, in human 
suffering, want, and economic dislocation result¬ 
ing from lost time, but it has been conservatively 
estimated that the annual cost would approximate 
at least $10 billion for the Nation, including loss 
of production and plant dislocation, medical costs, 
hospitalization, relief and social services, and 
other individual and community factors. 40 

To this estimate should be added the cost of 
long-continuing or permanent incapacitation 
among those who have left the labor force, as 
well as the loss in productive efficiency of 
workers who remain on the job even though 
ill. It has been said that “for every man or 
woman actually unable to report for work 
there arc probably at least two with productive 
powers cut as much as 50 per cent by illness. 
Adequate care could prevent at least one third 
of this entire loss of working time and pro¬ 
ductive efficiency." 4 ’ 

Government Expenditures 

Government has made increasingly large 
contributions toward the costs of medical serv¬ 
ice. In 1929, government outlays represented 
about 14 per cent of total expenditures for 
medical care. 40 By 1940, the share of the gov¬ 
ernment represented more than one fifth of the 
total. Of the amount spent by government, 
S740 million went for health goods and serv¬ 
ices and about $160 million for hospital fa¬ 
cilities. 

In 1941-1942, federal, state and local ex¬ 
penditures for all kinds of health and medical 
services, exclusive of those for the armed forces 
or made in connection with education, but in¬ 
cluding expenditures for hospital construction, 

46. Wartime Health and Education. 

47. Robert F. Wagner, ‘ Health Insurance for the 
American People," Congressional Record. November 3. 

9 Jl Medical Care lor the American People: The Final 
Report of the Committee on the Costs of Medical Care- 
Publication No. 28, Committee on the Costs of Mcdtcal 
Care. University of Chicago Press, Chicago, i 93 2 - 
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Table 91 

Estimated Government Expenditures 
for Health, 1941-1942“ 


{In Millions) 


Expenditure Group 

Total 

Federal 

State 
and Local 

Total 

$992.9 

$2l6.2 

57 / 6-7 

Health services 

806.7 

211.8 

594-9 

Public health service 

160.8 

36.O 

124.8 

Maternal and child 

health service 

10.0 

6.1 

39 

Services for crippled 

children 

7 * 

4 -> 

3 ° 

Hospital care 6 

545-8 

120.1 

4257 

Other® 

83.0 

45-5 

37-5 

Hospital capital facili- 

ties* 

186.2 

4-4 

181.8 


Sources: Derived from dau in Social Security Year Book\. 
1942, Table 37, p. 84; Annual Report 0/ the Surgeon 
General. U.S. Public Health Service. Fitca! Year Ended 
lune jo. 1941. p. 73; and Budget ol the US. Govern¬ 
ment. 1944. 

a. Exclude* expenditure* for health in the armed *erv- 
ice* and those in connection with education; include* ex¬ 
penditure* for health by Veteran*' Administration. 

b. Include* an estimated expenditure of S ?5 million (or 
hospital care for low-income families and recipients of re¬ 
lief, divided evenly between federal and state and local 
unit*. 

c. Includes an estimated expenditure of S75 million for 
medical service* other than hospitalization for low-income 
familie* and recipient* of relief, divided evenly between 
federal and state and local unit*. 

d. Includes expenditure* for equipment. These estimate* 
(of the Social Security Board) arc much higher than the 
Department of Commerce estimates, which are used in 
Chapter 16 of this report. Difference* arc due partly to 
difference* in item* included in original data as well as t<> 
difference* in the source* of original data and methods ol 
estimating. Sec Chapter 16, Table 135. footnote e. 

were nearly $1 billion. Of this, the federal 
government spent less than a quarter, and 
state and local governments the remainder. 
Nearly 75 cents out of every dollar s|>cnt by 
government for health goes for hospital care 
and hospital construction; most of the rcinain- 
dcr goes for public health work, with minor 
proportions for maternal and child health serv¬ 
ices, services for crippled children and other 
services. (Sec Table 91.) 

The total expenditures for public health, 
medical services and hospital capital facilities 
shown in the table do not represent all pub¬ 


lic expenditures for health, because the amount 
of state and local expenditures is considerably 
understated. Many health expenditures made 
in the performance of other functions, such as 
those in connection with the army, the navy 
and education, cannot be allocated to medical 
costs. The total amounts spent for these serv¬ 
ices are unknown, but they probably reach far 
into the millions. 

Expenditures for the medical care of war vet¬ 
erans have increased substantially since the be¬ 
ginning of World War II. During the fiscal 
year 1940-1941, amounts spent by the Veter¬ 
ans* Administration for veterans’ care approxi¬ 
mated $76 million; by i 943 “ , 94 - 4 » expenditures 
had increased to more than $98 million. Ac¬ 
cording to a statement of General Frank T. 
Hines, former Administrator of Veterans’ Af¬ 
fairs, cases in Veterans’ Administration hos¬ 
pital and domiciliary facilities averaged 73,114 
per month in 1940. 0 

Private Hospital Facilities and Industrial Ex¬ 
penditures 

Private hospital capital facilities cost about 
$80 million in 1940, or about half as much as 
the government expenditure for hospital fa¬ 
cilities. 

It was estimated that $79 million was spent 
for industrial health work in 1929, and $75 
million in 1936. Expansion in this type of scrv- 
ice since then raised the expenditures above 
the level of 1929, to a prewar total of perhaps 
S100 million. 

C. STUDIES OF THE HEALTH PROBLEM 

For many years, various organizations have 
Ixren seeking solutions to the nation’s health 
problems. Studies sponsored by the Commit¬ 
tee on the Costs of Medical Care, a nonofiicial 
group organized in 1927. provided a wealth of 
material on illness rates, medical charges, avail¬ 
ability of medical personnel and facilities, and 
estimates of adequate care. 1 his information 

49. First Deficiency Appropriation Bill far 11,44. Hear¬ 
ing before tl* Subcommittee of «hc Committee on Ap¬ 
propriations. House ol Representative*, 7M1 Cong.. a«l 
*e**.. pi*. 11 5 - 5 - 1 - 
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provided the basis for the following major rec¬ 
ommendations by the Committee on ways and 
means of remedying the nation’s health prob¬ 
lems: 

1. Provision of medical service, preventive and 
therapeutic, by organized groups of physicians, 
dentists, nurses, pharmacists and other associated 
personnel. Such groups should be organized, pref¬ 
erably around a hospital, for rendering complete 
home, office and hospital care. 

2. Extension of all basic public health services 
— whether provided by governmental or non¬ 
governmental agencies — to the entire popula¬ 
tion according to its needs. 

3. Payment for medical care on a group pay¬ 
ment basis, through the use of insurance, taxa¬ 
tion, or both of these methods. 

4. Study, evaluation and coordination of medi¬ 
cal services as a function of every state and local 
community — the coordination of rural with ur¬ 
ban services to receive special attention. 

5. Improvement in the field of professional 
education. 

A group of 430 distinguished physicians 
formed a committee known as the Committee 
of Physicians for the Improvement of Medical 
Care in 1937. This committee, although reject¬ 
ing "so-called state medicine" declared that 
"the health of the people is a direct concern of 
the government" and that “a national health 
policy directed toward all groups of the popu¬ 
lation should be formulated." The Committee 
has since grown to a much larger member¬ 
ship. 

At the suggestion of the President, a Na¬ 
tional Health Conference was called in 1938 to 
examine the state of the nation’s health and to 
discuss methods of solving national health 
problems. The Wagner bill (S. 1620) intro¬ 
duced in Congress early in 1939 embodied the 
major recommendations presented to the Na¬ 
tional Health Conference by its Technical 
Subcommittee on Medical Care. The Com¬ 
mittee's recommendations fell under five ma¬ 
jor headings: 

1. Expansion of general public health services 

a. In public health organization and in com¬ 
bating specific diseases 

b. In maternal and child health services 

2. Expansion of hospital facilities 


3. Medical care of the medically needy 

4. A general program of medical care 

5. Insurance against loss of wages during sick¬ 


ness 


Although the Wagner bill was not enacted, 
a favorable progress report by a subcommittee 
of the Senate Committee on Education and 
Labor was indicative of the growing interest 
of the country’s legislators in the problem of 
national health. 


d. VOLUNTARY AND COMPULSORY INSURANCE 

Since 1936 the Farm Security Administra¬ 
tion, in cooperation with state and local medi¬ 
cal societies, has been developing medical care 
programs to meet the needs of FSA-borrowcr 
families. Under these plans, specified amounts 
are included in the loans or grants to FSA cli¬ 
ents to enable them to pay for their medical 
care on a fixed monthly basis. Primarily, the 
programs offer care for acute illness and emer¬ 
gency injuries; the extent of other care pro¬ 
vided varies widely from plan to plan. 

Group Hospital and Medical Plans 

Various schemes for voluntary prepayment 
for hospital and medical care have been initi¬ 
ated during the past decade to help spread the 
risks of medical costs over time and among 
groups of individuals. Rest known of these arc 
the group hospitalization plans, which have de¬ 
veloped rapidly since their beginning in 1929. 
The growth of hospital service plans is clearly 
demonstrated by the increase in membership 
in approved Blue Cross plans. From a handful 
of about 2,000 members in January 1933, the 
membership had grown to include approxi¬ 
mately 16 million persons by January 1, 1945 
(exclusive of members in Canadian plans 
and about 650,000 men and women with 
suspended contracts in the armed forces), or 
about 13 per cent of the civilian population. 
Commercial insurance carriers provide protec¬ 
tion against medical and hospital bills under 
contracts covering individuals or groups of 
employees. 

There is no information available on the 
number of persons covered by individual hos- 
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pital or surgical or other medical contracts, but 
group contracts now cover about 8 million in¬ 
dividuals for hospital expense. These 8 million 
persons, together with those covered under 
Blue Cross plans, comprise a total of 24 million 
people who arc insured against the costs of hos¬ 
pital care. Of those insured under group hos¬ 
pital expense contracts, more than 5 million 
also are insured under group surgical expense 
plans. 00 

Industrial medical service plans, particularly 
in the railroad, mining, textile and lumber in¬ 
dustries, have been developed to provide gen¬ 
eral medical and hospital care to company em¬ 
ployees, and in some instances to their depend¬ 
ents. The method of employee payment or 
contribution varies widely among industries 
— from no direct contribution to a specific 
wage deduction. It is estimated that approxi¬ 
mately 1.5 million individuals are now covered 
by this type of insurance. 

Medical societies also have plans for budget¬ 
ing and spreading the costs of medical care, 
which arc operated by organized medical so¬ 
cieties and usually provide only physicians 
care in hospitals. In the spring of 1945. n P* 
proximatcly 2.5 million persons were enrolled 
in medical society plans. Private medical prac¬ 
titioners and consumer groups have developed 
group medical plans within recent years that 
offer more or less complete physicians’ service, 
certain laboratory services and physiotherapy, 
and in some instances hospitalization. 1 he 
total membership in these plans is relatively 
small, less than one million. 

Undoubtedly there is considerable overlap¬ 
ping in the coverage under the various types of 
voluntary hospital and medical service plans 
and through commercial insurance carriers. 
However, it seems safe to assume that through 
these arrangements at least 30 million of our 
population have to some extent protect e« 
themselves against the risks of sickness. 1 he 
hulk of this group is made up of those best 

50. Hfaith Insurance in America: Addresses. Second 
National Conference on Social Security. U.S. Cliam**' «■ 
Commerce, January 1945; *« especially W. A. ..lilluiu . 
"Insurance Carriers and Medical Care Plans." PP- 39*4> 


able, financially, to pay for ordinary illness 
costs. The group least able to pay is faced with 
the overwhelming problem of meeting un¬ 
foreseen sickness costs and the accompanying 
wage losses. 

Compulsory Insurance 

Compulsory insurance in the United States 
actually dates back to 1798 when, by congres¬ 
sional act, provision was made for furnishing 
medical care to merchant seamen. Funds for 
this service were obtained from the master of 
each American ship returning from foreign 
ports; a monthly payment of 20 cents was 
made to the collector of customs of the port 
entered for each seaman in the crew. This 
amount was deducted from the seaman s 
wages. 

Compulsory insurance in the form of work¬ 
men’s compensation was first adopted more 
than 35 years ago. Between 1911 and 1917, most 
of the stales adopted workmen’s compensation 
laws, but it was not until the latter year that 
ihc United States Supreme Court upheld their 
constitutionality. At present, every state except 
Mississippi has workmen’s compensation leg¬ 
islation. The various state laws arc far from 
uniform. In some states employers arc re¬ 
quired to insure under the compensation law; 
in others they may refuse to do so if they choose 
10 risk damage suits by injured workers. In 
most states employers pay the compensation 
costs, although a few laws require small con¬ 
tributions by the workers as well. Some state 
| aw s arc more liberal in their benefits than 
others. Not all laws cover the same occupa¬ 
tions or industries, and none of the state laws 
apply to all employees. 6 * 

Compulsory disability insurance bills have 
l>ccn introduced in a number of state legisla- 
uircs. The first to pass and operate was the 
Rhode Island Cash Sickness Compensation 
Act of April 1942. This act provides cash com- 
,Knsation ’’for wage losses due to uncmploy- 

<1 I'rincipal Features of Hurl mens Compensation 
Urn’s —At of September t; 4 J. Bulletin No. 62. Division 
of Labor Standard*. Department of Lai*-*. (Reprinted 
from Monthly Labor Kerne,v. Octol,cr 1943 ) 
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ment caused by sickness” to all employees cov¬ 
ered by the state unemployment compensation 
law. 

In a special message to Congress on Novem¬ 
ber 19, 1945, the President reviewed the basic 
problems that must be attacked “if we would 
reach the health objectives of our economic 
bill of rights,” and recommended that Con¬ 
gress adopt a five-point national health pro- 
gram. a= The five points were: 

(1) Federal aid for construction of needed hos¬ 
pitals and related facilities 

(2) Enlarged federal aid for expansion of state 
and local public health, maternal and child 
health services 

(3) Federal aid for medical education and re¬ 
search 

(4) Expansion of our existing compulsory social 
insurance system to provide for prepayment 
of medical costs 

(5) Expansion of our present social insurance 
system to provide against loss of wages from 
sickness and disability 

On the same day, the Wagncr-Murray- 
Dingcll bill (S. 1606) was introduced into 
Congress in accord with the President's recom¬ 
mendations for expansion of community-wide 
health services and for prepaid personal health 
service. Through the public health service pro¬ 
visions of the bill, federal grants-in-aid would 
be made to states for public health programs, 
maternal and child health (including crippled 
children's) services, and medical care of needy 
persons. The federal government would pay 
between 50 and 75 per cent of a state’s expendi¬ 
tures for an approved program, states with the 
lowest per capita incomes receiving the maxi¬ 
mum federal aid. Programs to be approved (by 
the Surgeon General of the United States Pub¬ 
lic Health Service) must meet certain specifi¬ 
cations including financial participation by the 
state and extension of the program to all po¬ 
litical subdivisions of the state by specified 
dates. 

By the prepaid personal health service pro¬ 
visions of the bill, medical benefits would be 

52. <Message from the President of the Ur ire'! Stater 
Tran {mitring Hit Request for Legislation for Adoption of a 
National Health Program. H. Doc. 380, 79th Cong., in.:*. 


provided for workers and their dependents, for 
retired and survivor beneficiaries under the 
Social Security Act and for needy persons for 
whom contributions are made by public agen¬ 
cies. Benefits would include all needed service 
— preventive, diagnostic and curative — fur¬ 
nished by the general practitioner of the indi¬ 
vidual’s choice (from the physicians partici¬ 
pating in the system), specialist service, labo¬ 
ratory services and necessary hospital care up 
to 60 days a year for each member of the fam¬ 
ily, or 120 days if funds permit. Dental and 
home-nursing services arc also provided for, 
but these may be limited in scope at the outset 
if there is insufficient personnel. Provisions are 
made to assure: adequate payments to doctors, 
dentists, nurses; high-quality care; and ad¬ 
vancement of medical knowledge and preven¬ 
tion of disease through grants for research, 
education, and training of medical and health 
personnel. The benefits would be administered 
through the United States Public Health Serv¬ 
ice with decentralized administration by local 
areas, utilizing state (and local) agencies for 
administration if the state agrees. 

Sums sufficient to finance the benefits arc 
authorized to be appropriated to a “Personal 
Health Services Account" to be established in 
the Treasury. From such appropriations there 
would be credited to the Account (x) amounts 
equal to 3 per cent of wages, up to $3,600 a 
year in covered employments, (2) the cost of 
dental and home-nursing benefits, (3) the 
amounts spent for retired and survivor bene¬ 
ficiaries under the Social Security Act, and (4) 
reimbursements to the Account for noninsured 
persons. 

It will be noted that the Wagncr-Murray- 
Dingcll bill provides neither for sickness dis¬ 
ability payments nor for hospital construction. 
However, the President indicated in his mes¬ 
sage that the subject of insurance against loss 
of wages from sickness and disability would 
be brought to the attention of Congress in a 
separate message on social security. 

Separate legislation to provide for the con¬ 
struction of hospitals and public health centers 
provided in the Hill-Burton bill (S. 191), >»' 
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traduced on January io, 1945, was enacted in 
August 1946. (Public Law 725,79th Cong., 2d 
sess.) 

4. Future Expenditures 

This section estimates probable future ex¬ 
penditures for medical care, as distinguished 
from the costs of adequate care expenditures 
based on need, which arc estimated in sec¬ 
tion 5. 

Consumption Expenditures, /950 and /960 3 
Medical care has claimed a fairly steady 
share of total consumption expenditures since 
1931. On the basis of past trends and relation¬ 
ships, it is estimated that expenditures for the 
group as a whole will be $3.6 billion in 1950 
and $4.1 billion in i960, or about the same pro¬ 
portion of total consumption expenditures as 
in 1940. 84 

Both these estimates assume that consum¬ 
ers will continue to purchase their medical 
care on a fcc-for-scrvicc basis. Admittedly, any 
estimate of future medical expenditures based 
on past experience has many flaws. Past buy¬ 
ing habits will be changed if health education 
is extended, if medical service becomes more 
widely available, new diagnostic and treatment 
methods arc introduced, new methods of pay¬ 
ment arc initiated or tax-supported service is 
extended. For the present purpose, however, 
past expenditures have been relied upon to give 
some general indication of what expenditures 
in the future may be. 

The amounts that will be spent for the indi¬ 
vidual items that make up the consumers 
medical bill arc estimated to constitute much 
the same proportions of total consumption ex¬ 
penditures as in the years immediately prior to 
the war. To do more than assume that each 
item will retain the same relative importance 

53- See Chapter 4. «c.ion 5. for a full »u«ement of thr 
auumptioru as to population, national income, comuine 
expenditures, etc., on which the estimates of «9S 0 
*96o expenditures are based. See also Appendix 9 ,l,c 
fnethodi used in estimating consumption expenditures. 

, 5 *. These may be regarded as minimum estimates, un- 
ferent methods of estimating indicate that consumption 
outlays in 1950 and i960 mi«ht exceed these amounts t>> 
half a billion dollars or more. 


becomes impossible because of such uncertain¬ 
ties as the following: the future popularity of 
new drugs and medicines, such as vitamin 
products, the sale of which has now reached a 
total of over $300 million a year; the degree to 
which new treatments may reduce the need 
for or the length of hospitalization for certain 
illnesses; the extent to which hospitalization 
for chronic conditions may increase; the effect 
that education in proper nutrition and an ex¬ 
pansion of a mental hygiene program may 
have in reducing calls to physicians; the degree 
to which people will have periodic health ex¬ 
aminations, discover defects early and avoid 
many long, serious illnesses; the expansion of 
the dental-training program and the avail¬ 
ability of a more nearly adequate number of 
dentists and dental assistants; growth of pre¬ 
payment medical and hospital service plans; 
further expansion of specialization; the cumu¬ 
lative effects on the health of the population of 
the wartime shortage of physicians, dentists 
and other medical personnel; and reductions 
in the cost of providing certain services 
through more efficient and more economical 
organized group practice. 

Government Expenditures for Health Services 

With a better understanding of the social 
and financial values gained through adequate 
public health services, the increase in public 
health expenditures may be expected to con¬ 
tinue. Maternal and child health services and 
services for crippled children may also be ex¬ 
pected to expand. Total expenditures for each 
of these services in future years are difficult to 
foresee, because numerous factors resulting 
from the war may influence the expansion or 
curtailment of government expenditures. 
However, assuming no major change in the 
present method of purchasing medical care, it 
may be conservatively estimated that govern¬ 
ment will spend a total of well over a billion 
dollars for health services by 1950. 

It has been estimated by General Hines, 
former Veterans' Administrator, that the cases 
in Veterans' Administration hospital and 
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domiciliary facilities will increase from an av¬ 
erage of 73,114 per month in 1940 to 142,600 
by 1950 and to 204,900 by i960. At this rate of 
increase it may be necessary for the Veterans’ 
Administration to spend from $75 million to 
$100 million over and above its present ex¬ 
penditures for veterans’ medical care in 1950 
and another $50 million in i960. This would 
mean expenditures of from $175 million to 
$200 million in 1950 and from $225 million to 
$250 million in i960. 

Hospital Capital Facilities 

On August 13, 1946, Congress approved the 
Hill-Burton bill. 8 * The purpose of the Act, 
known as the Hospital Survey and Construc¬ 
tion Act, is to assist the states (1) in inven¬ 
tories of their existing hospitals, (2) in surveys 
of their needs for hospital construction, (3) in 
developing programs for the construction of 
needed hospital facilities, and (4) in construct¬ 
ing public and other nonprofit hospitals in ac¬ 
cordance with such programs. 

Through this Act, the federal government is 
authorized to appropriate $*75 million over a 
five year period — 1947 through 1951 —in an¬ 
nual grants of $75 million for the construction 
programs. Grants to the individual states 
would vary according to state population and 
per capita income, and may amount to one 
third of the cost of approved projects. The fed¬ 
eral government also is authorized to appro¬ 
priate S* million to assist the states in their sur¬ 
veys of hospital needs and for planning hos¬ 
pital programs. 

If each state were to take full advantage of 
the amounts available under the Act, a fivc- 
vi.ir construction program amounting to $1.1 
billion could he anticipated for the immediate 
future. For 1950. federally aided state and local 
hospital and public health center facilities ex¬ 
penditures could amount to $226 million; and 
an additional $50 million might he supplied 
from private funds. The latter estimate as¬ 
sumes that private (nongovernmental) ex¬ 
penditures for hospital capital facilities will 

55. Public Law 725. 79th Conn- 2d sat. 


constitute a smaller proportion of the total 
than before the war with the increase in pub¬ 
lic hospital capital expenditures. Capital out¬ 
lays for federal hospitals might amount to 
$70 million. These figures include replace¬ 
ments as well as necessary additions. The 
breakdown of estimated capital facilities ex- 


pcnditurcs in 1950 is as follows: 88 

Source of Funds 

Amount 

Federal government, for state pro¬ 
grams 

(In Millions) 

$76 

State and local government 

150 

Private 

5 ® 

Federal government, for federal hos¬ 
pitals 

70 


$346 


Expansion of hospital facilities is expected 
to continue through most of the decade of the 
i95o’s. It is assumed, however, that the rate of 
expansion will decline rapidly toward the end 
of the decade, and by i960 level off to a re¬ 
placement rate. On this assumption, i960 hos¬ 
pital capital outlays might amount to approxi¬ 
mately $300 million. 

It is assumed that industrial health pro- 

56. It it attorned tin* federal hotpitalt, other than vet¬ 
erans’ (which contained 85,837 beds), will remain at sub¬ 
stantially the 1944 capacity — about 467.000 beds. It it 
probable that there will be tome increase in the demand 
for bedt in such federal hospitals. For example, if the 
Congress pastes the bill to provide hospital, medical and 
dental care to merchant teamen and their dependents 
(H.R. 2346) through U.S. Public Health Service facilities, 
a group of some 250,000’ merchant seamen and their dc- 
pendents (perhaps another 500,000 persons) would be 
eligible for care. However, it is atsumed for the purpose 
of these estimates that facilities for such care will be nude 
available to the Public Health Service from other federal 
agencies, as the army and navy. According to recent 
statements l»y the Administrator of the Veterans’ Adminis¬ 
tration. a broad hospital construction program now under 
way will be completed before the close of 1948. When the 
program is completed, the Veterans’ Administration will 
lijsc 183 permanent hospitals, with a capacity of 151.50° 
beds — a number adequate to meet its estimated needs 
in 1950. Total federal beds, including veterans’, would 
thus number about 620,000 in 1950. Assuming an annual 
replacement rate of 2.5 per cent to be applied only to the 
530,5 .,o bedt in exigence in 1944. about 13.800 federal 
beds will be replaced in 195°- At an average of S 5 .°°° 
per bed. the total replacement cost of federal beds in «95° 
will be almost S70 million. If the 2.5 per cent replacement 
rate is applied to the number of beds in existence in 195 °. 
however, the replacement cost in that year would amount 
to S?S million. 
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Table 92 

Estimated Expenditures for Medical Care in 
1950 and i960 Compared With 1940 
Expenditures 


(In Millions at 1940 Prices) 


Expenditure Group 

‘940 

1950 

i960 

Total Medical Care 

53,944 

S5,i6i 

5 )- 9 oo 

Consumption expendi- 

turcs* 

2,864 

3 * 5<>5 

4 »*oo 

Drugs and appliances 

787 

1,010 

1,180 

Personnel 

*,547 

*,950 

2,240 

Physicians 

9*3 

*,170 

*.340 

Dentists 

4*9 

5 2 5 

610 

Other 

2*5 

255 

290 

Privately controlled 

hospitals 

530 

605 

680 

Government noncapital 

expenditures 

74 ° 

1,100 

i. 35 o 

Industrial expenditures 

100 

150 

150 

Hospital facilities* 

240 

346 

300 

Private 

80 

5 ° 

60 

Public 

160 

296 

240 


a. Bated on Appendixes 6 and 9. An additional S'S mil¬ 
lion represent* net medical prepayment* in 1940. <1»"Hial 
under "insurance" in Appendix 6. No separate estimates 
have been made for this item in 1950 and 1 •/*«>• Medical 
prepayments, accident and health insurance corn!until l"'c 
been estimated at S210 million in 195 0 ***• $*5* •« ,ll ' on 
in 1960, compared with Si66 million in I9I°- 

b. Derived from ilata in Soaal Security Year Book. «9«y 
Table 37, p. 84; Anntcal Report of the Simeon (.enerat. 
US. Public Health Service. Fiscal Year Fueled I we jo. 
‘941. P- 73! and Budget o\ the US. Covernme ml. 194 I- 

c. Sec Chapter 16. Table IJ5. *«>' explanation <4 r»a 
sons for differences between these estimates and those pre- 
Knud in Chapter 16. 

grams will continue to expand during the post¬ 
war years, and that expenditures for such pro¬ 
grams in 1950 and i960 will approximate S« 5 ° 
million. 

Summary 

The various classes of probable expenditures 
for medical care in 1950 and i960 are sum¬ 
marized in Table 92. The total bill for medi¬ 
cal care is estimated at $5.2 billion in i*> 5 ° 

$ 5-9 billion in i960, compared with over $>-9 
billion which was spent for all types of medi¬ 
cal care in 1940. 


5. Standards and Needs 

Over five years ago the President’s Inter¬ 
departmental Committee to Coordinate 
Health and Welfare Activities reported that 17 

There can be no doubt that the general level of 
health in the United States is higher today than 
at any other time in the nation’s history. ... At 
the same time, the evidence is equally clear that 
not all of the American people have shared ade¬ 
quately in this progress. There are large areas of 
the United States where existence still is shadowed 
darkly by disease which could have been pre¬ 
vented or can be cured. In all parts of the country, 
moreover, in the rich states and in the poor, there 
are large groups of persons for whom life is still 
as uncertain and as brief as if the scientific prog¬ 
ress of the past half century had not occurred. 

Today the situation is no better. If anything, 
even more serious conditions exist, brought on 
by the rapid growth of population in new 
industrial and military areas where sanitary 
and medical facilities were scarce. Concern 
over the problem has increased, and many 
groups — lay as well as professional — arc 
striving directly or indirectly toward bringing 
to all our citizens the benefits of our medical 
progress. Their goal is to use all professional 
resources to the fullest extent, to make avail¬ 
able to all the best that the profession can oiler 
for vigorous health and to ensure that no citi¬ 
zen is deprived of needed medical attention — 
preventive or curative — because he is unable 
to afford the cost. 

a. PREVENTIVE MEASURES 

The ideal of a strong, vigorous nation re¬ 
ceived more active support recently because of 
war needs. All groups agree that we should 
keep this ideal before us during peacetime. Ag¬ 
gressive practical measures for providing pre¬ 
ventive and remedial health services to the 
whole population arc essential to reach the 
goal. The prevention of sickness is basic in 
such a program, and hand in hand with a pro¬ 
gram for preventive care should go an effec- 

«7 Health Seeunty. Message Iron, the Pres,dent of the 
United States Transntimng the Message on Health Se- 
enricy. II. Doc. 120 . 7 r »>* Cong.. •* • *939- 
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tivc, popular, health education program. A be¬ 
ginning already has been made by govern¬ 
ment public health agencies — federal, state 
and local — in education for healthful living, 
especially with respect to adequate diet and 
need for rest and recreation. Industry is aiding 
the effort through its health and safety cam¬ 
paigns. But a broader educational program, 
one that will reach every individual and that 
will teach the value of periodic health ex¬ 
aminations and early diagnostic and therapeu¬ 
tic measures, should be developed to ensure 
the effective functioning of a program that 
makes care available. 

Expansion of Public Health Program 

Considerable progress in the prevention of 
sickness can be accomplished through expan¬ 
sion of our public health facilities and activi¬ 
ties. The ultimate goal of public health is to 
have full-time, adequately staffed health de¬ 
partments covering all areas. As a step toward 
that goal, a plan has been developed for the 
reorganization and combination of existing 
health departments and the establishment of 
new health units where none now exist. 65 By 
combining some counties with others and by 
including cities and the counties within which 
they lie as city-county units, it is believed, an 
economical, administratively adequate organi¬ 
zation would result and a good quality of 
health service could be provided for the whole 
population. Under this plan, 1,127 local health 
units would be created, each unit to contain, 
where practicable, at least 50,000 persons. 

Such a program would require the em¬ 
ployment of more than three times the num¬ 
ber of persons employed prior to the war, de¬ 
spite the decrease in number of health units 
and the subsequent savings in personnel. Be¬ 
tween 5,000 and 6.000 physicians would be 
needed, compared with 3,000 employed in 
state and local health departments and in the 
federal Public Health Service in 1941. Nurses 
would number about 100,000, whereas they 

58. "Unit's of I.ocal I leallh Service for All the States.” 
American journal of Public Health. April 1943 . PP- 
404-09. 


totaled less than 25,000 before the war. Sani¬ 
tary engineers and other sanitation personnel 
would be increased to more than 10,000 from 
fewer than 5,000. The greatest relative increase 
would be in the number of dentists and clinical 
assistants. Dentists would total more than 
4,000 if only a minimum-service program were 
provided for indigent school children; in 1941, 
only about 350 were employed. Clinical assist¬ 
ants, such as dental assistants, clinic attend¬ 
ants, epidemiological aides, would total about 
20,000; prior to the war, practically none were 
employed. Laboratory technicians and other 
technically trained personnel under this pro¬ 
gram would nearly double in number — from 
less than 4,000 to about 7,500.°® 

Whether this plan or some modification of 
it is adopted, there is little doubt that our pub¬ 
lic health program will continue to expand. It 
is possible that by i960 the entire country will 
have a well-rounded health service under the 
direction of full-time health officers. A plan 
such as that proposed could, within a few 
years, greatly reduce such illnesses as tubercu¬ 
losis, venereal disease, malaria and pellagra, 
and eradicate certain contagious diseases such 
as smallpox and diphtheria. The training of 
more personnel in industrial hygiene could re¬ 
sult in the control and prevention of many oc¬ 
cupational diseases. An expansion of diagnos¬ 
tic and treatment facilities in the mental hy¬ 
giene field would contribute much to the hap¬ 
piness and effectiveness of a sizable segment 
of the population. From a strictly practical 
point of view, it would also result in a con¬ 
siderable saving of money expended each year 
for the care of nervous and mental patients. At 
present almost one half of the total amount 
spent by government for hospitalization is for 
hospital care of the mentally ill. 

The experience of the United States Public 
Health Service and the Children's Bureau un¬ 
der titles V and VI of the Social Security Act 
gives some indication of the rate of progress 

so. Joseph W. Mouniin. "The Evolving Pattern of To- 
morrow’s Health: i. Prerequisites to Improved Public 
Health.” American journal of Public Health. December 
• 943 . PP- 1401-07. 
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possible in a public health program. The 
amounts budgeted by state health depart¬ 
ments, including federal grants under titles V 
and VI and the venereal disease program, in 
1939 and 1943 were $51 million and $125 mil¬ 
lion. 60 Because of underreporting by the vari¬ 
ous states and localities, these figures are 
understatements. Nevertheless, the reported 
increase between 1939 and 1943 is impressive. 

The results of demonstration health pro¬ 
grams in the Bellevue-Yorkville area in New 
York City and in Cattaraugus County, New 
York, made possible through the cooperation 
of the Milbank Memorial Fund, give us some 
indication of the extent to which a community 
benefits from an effective public health pro¬ 
gram. 

The purpose of the program was to demonstrate 
by cooperation with three typical communities 
embracing a population of half a million people 
whether, by intensive application of known 
health measures, the extent of sickness in the 
United States can be further and materially di¬ 
minished and mortality rates further and sub¬ 
stantially reduced, and whether or not such prac¬ 
tical results can be achieved in a relatively short 
period of time and at a per capita cost which 
communities will willingly bear. 

Bellevue-Yorkville Project 01 
The Bellevue-Yorkville area of New York 
City was chosen as the center of the metropoli¬ 
tan demonstration since it was considered typi¬ 
cal of metropolitan areas in the United States 
with respect to density of population, percent¬ 
age of foreign born, and the age and income 
distribution of the population. Moreover, it 
was known that such a project would rcce * v * 
ready assistance from various social and health 
agencies in the district. 

The Bellevue-Yorkville health demonstra¬ 
tion project was in full operation for the seven 
years from 1927 to 1933. With the cooperation 
of public and private agencies and under the 
direct leadership of the Department of Health, 

60 . Annual Reports of she United States Public Health 

lor the Fiscal Years t94>->94*' i94*->943' > 943 . 

6 1. C-E’ A ? Wirnlow and Savcl Zimand. Health Under 
the "El," Harper & Brothers, New York. 1937. PP- 


the residents of the district, numbering 175,000 
in 1925, received greatly intensified health serv¬ 
ices. The decrease in illness and deaths gives 
concrete evidence of the results achieved. Dur¬ 
ing the five years preceding the demonstration 
period, the death rate from tuberculosis aver¬ 
aged 133 per 100,000 persons; the rate during 
the demonstration period was reduced to 92 in 
100,000 persons —a decrease of about 30 per 
cent. This compares with a contemporary de¬ 
cline of only 4 per cent in the tuberculosis 
death rate for the borough of Manhattan as a 
whole. The infant mortality rate in the pre- 
demonstration period was 93 per 1,000 live 
births in the Bellevue-Yorkville area, while 
that for the borough of Manhattan was 73. 
During the five-year period 1929-1933, the rate 
decreased to 73 in the area — a decline of 22 
per cent —compared with a decrease of 4 per 
cent for Manhattan. Mortality rates from other 
conditions in the area showed similar down¬ 
ward trends between 1922-1926 and 1929- 
1933: the decrease in death rate from diph¬ 
theria amounted to 82 per cent; from typhoid, 
75 per cent; and from scarlet fever, 67 per cent. 

The demonstration budget totaled about 
$900,000 for the seven-year period, or an aver¬ 
age annual per capita cost of 61 cents, in addi¬ 
tion to the regular expenditures of the health 
department and voluntary agencies. The total 
health expenditures in the district amounted to 

$ X *55 P cr ca P* ,a ' n an< * 10 $ x, 39 ‘ n * 933 - 

Cattaraugus Demonstration c: 

The rural phase of the program was con¬ 
ducted in Cattaraugus County, New York, 
which was selected as a typical rural county of 
northeastern United States with a ‘ fairly stable 
and homogeneous population of 72,000 per¬ 
sons. mainly of native stock, and engaged 
chiefly in small industry and dairying. 

The demonstration in Cattaraugus County 
covered a seven-year period, from 1923 
through 1929- In the three-year predemonstra¬ 
tion period, 1920-1922. the general death rate 
averaged 14*2 per 1,000 persons; during 1926- 

6 a C-E. A. Window, Health on the Farm and in the 
Village. Macmillan Company. New York. I93«. P- 5- 
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1928 the rate dropped to 13.5 per 1,000, and by 

1929 to 12.9 per 1,000. The saving in life was 
most marked among infants under one year 
and among those between the ages of 15 and 
44. Among those over 54, the mortality rate in¬ 
creased somewhat. Death rates from tubercu¬ 
losis declined markedly over the demonstra¬ 
tion period; during 1915-1919, mortality from 
tuberculosis averaged 67 deaths per 100,000 
persons; during 1920-1924 the rate averaged 70 
per 100,000; and in the last five years of the 
demonstration period, 1925-1929, the rate aver¬ 
aged 49 per 100,000. Results of the infant hy¬ 
giene program were highly significant. For the 
period 19x5-1919, the infant mortality rate av¬ 
eraged 84 per 1,000 live births; for the period 
1920-1924, the average was 81 per 1,000 live 
births; and for 1925-1929 it fell to 65 per 1,000 
live births. 

The total budget for public health work in 
Cattaraugus County from all sources — the 
Milbank Memorial Fund, the state, the county 
and its local areas (except the tuberculosis sana¬ 
torium, social service and other special activi¬ 
ties) — for the seven years from 1923 through 
1929 amounted to slightly more than one mil¬ 
lion dollars. The annual expenditure reached a 
maximum of $176,556 in 1927, or a per capita 
cost of S2.40. This compares with a per capita 
expenditure of only 50 cents in 1922, the year 
prior to the initiation of the demonstration. In 
1929, when the annual expenditure was $160.- 
44^. the average per capita cost was $2.20, of 
which S1.00 came from the county and its local 
units. 50 cents from the state, and 70 cents from 
the Milbank Fund. 

b. STANDARDS OF ADEQUATE CARE 

I low much preventive and remedial care 
would he needed for adequate medical services 
on an individual basis, assuming that jxrrson- 
nel and facilities were available? How docs an 
estimated standard of adequacy compare with 
the care now received by persons in the high* 
and low-income classes? As stated earlier, 
there is a striking difference between the 
amount of care received by persons in low- and 
high-income groups. Even more surprising is 
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the wide gap between adequate care and the 
care actually obtained by persons in the high¬ 
est income group. Table 93 illustrates the dif¬ 
ference between services received by families 
with low and high annual incomes in 192&- 
1931, and those included in a standard of ade¬ 
quate care (commonly known as the Lec-Jones 
standard) estimated in 1932. These estimates 
took into consideration the services necessary 
to provide “good,” but not “luxury,” preven¬ 
tive, diagnostic and curative medical care. It 
should be noted here that the standard as¬ 
sumes an equal amount of illness in all income 
groups. It has already been pointed out, how¬ 
ever, that low income groups experience more 
illness than other groups. The need for service 
among persons in poorer families is conse¬ 
quently even greater than the standard pro¬ 
vides. 

The standard of adequacy anticipates that 
preventive services arc provided by the family 
medical adviser and not through the local pub¬ 
lic health service. This is based on the assump¬ 
tion that for an adequate health examination, 
for example, the physician needs to be ac¬ 
quainted with the work and recreation habits 
of the individual, his personality, and his men¬ 
tal and emotional status, as well as his previ¬ 
ous illnesses. Regardless of how the preventive 
service is provided — by private physicians or 
through public health departments — the im¬ 
portant objective is that it must be provided. 
However, if the services were furnished in the 
most efficient manner, a considerable saving in 
professional time undoubtedly would result. 

Although the Lec-Jones standards of ade¬ 
quacy arc based on “good” but not “luxury” 
service, they exceed what is now being received 
to such a degree that, even if no cost barrier 
existed and a widespread educational program 
were undertaken during the next few years, it 
is doubtful whether the population would be 
receiving the extra volume of care indicated in 
Table 9} by 1950. By i960, however, the 
standard might be possible of achievement. 

If the population were educated to request 
the type of medical care considered “good” and 
if the requested services were available to 
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Table 93 

Medical Services Received Per Year Durinc 1928-1931 Compared 
With Estimated Needs 

(Per 1.000 Persons) _ 


Services Received in 
Families With Incomes of: 


Type of Service 


$1,200- 

$ 2 JOO 


$to#oo 
or Over 


Standard lor 
“Good" Medical Care 


Physicians' home, office and clinic calls on account of 
illness* 

Dental care, persons over 3 years of age 
Refractions or glasses 

Health examinations including well-baby care 
Immunizations . 

Hospitalized cases in general hospitals 
Days of hospital care in general hospitals 

Sources: I. S. Falk. Margaret C. Kkm and Nathan SinaL 
The Incidence o\ Illness and she Receipt 
Medical Care Among 

cnees in Twelve Consecutive ' 9 -' j 

Publication No. 26. Committee on the Gm* €* M**«* 
Care, Univcriity of Chicago Press. Chicago. 19 JJ. Rt * er 


2,046 

4.734 

185 

622 

25 

160 

68 

234 

49 

120 

5 * 

97 

667 

1,201 


5 > 65 0 

1,000 

*75 

942 

185 

107 

*.385 


I Lee ami Urns Webster Jones. The Fundamentals 0/ 
Gnn.l Medical Care. Publication No. 22. Committee on 
STcmStJ Medical Cure. University of Chicago Press. 
Chicago. 1935. 

a. Rcpri'cnts number of visits per year. 


. 1 rics and the requirements for 1950 and i960 

them, would our facilities and personnel \ ’indicated in Table 94. 

adequate to supply the additional vo umc o • ^ was a deficit of more than 

service then necessary ? <w0 beds j n general, mental and tubcrculo- 

sis hospitals (exclusive of federal) in the 
c. BED requibeme. United States. In addition, .79.000 beds were 

A review of our present resources indicates ^ rcp i acc obsolete facilities. To meet 

that to provide adequate care more * os P ,u ^ rc q U i rC mcnts of the 1950 population, a 

beds must be provided, especially •** rura loW | ncar Jy 1.6 million beds (exclusive of 

areas, and medical personnel must he I*'- j n federal hospitals) will he needed — a 

suaded to move to rural areas. If the num x ^ a |f million more than the number available 

of general and special hospital beds now ayi additional 100,000 beds will be 

able were not concentrated in urban arsas >ut lo mccl t hc needs of the increased 

were evenly distributed, we woulc *••'«■ u | a|ion between 195° and 

enough to meet the generally accepts- ** Wording to a report by General 1 lines, 

ard of 4.5 general beds for each i.«>oo persons. ^ ^ ^ Administrator of Veterans* Affairs, 
However, an extensive construction prograi ^ ^ wcrc 85,847 beds in veterans* hospitals in 

would be necessary to meet the needs o sU L «» broad program of construction of 

where hospital facilities arc inadequate. vc u rms* hospital facilities, now under way, 

The United States Public Health Service has ^ \ ncrc3V . ,| lc num ber of available beds to 
recently prepared estimates of the num »r o before the end of 194 s - This number 

hospital beds needed to meet minimum re- >0 
quirements throughout the country. 1 ,c nU,n 
ber of beds of three types available in * 94 2 - UM - 
number needed to make up for past ,c,cn 

2 ( l 


TIk't crinutrs arc lovl on ihc M-.n.I.r.l of 4.5 
general t»b ami 5 menial Ms per 

(, A . First Deficiency Appropriation Ihll lor I<j 44 - 
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Table 94 

Hospital Facilities Available in 1942 and Estimated Facilities Needed 

in 1942, 1950 and 1960“ 


Additional Facilities Beds Needed to Meet 

Number Needed in 1942** Population Growth 0 Total Beds Needed 

Available , -, ,--s /-— 


Type of Bed 

1942 

New 

Replacement 

1941-1950 

J951—1960 

1950 

i960 

Total 

1,141,900 

340,106 

179,000 

115,900 

98,800 

1.597,906 

1,696,706 

General 

463,000 

165,000 

66,000 

54,900 

46,800 

682,900 

729,700 

Tuberculosis 

77,400 

59.550 

16,000 

d 

d 

136,950 

136,950 

Mental 

601,500 

" 5.556 

97,000 

61,000 

52,000 

778,056 

830,056 


a. Excluding federal. 

b. Based on 1940 population; obtained from statement 
of Surgeon General I'arran. Hearings before the Senate 
Committee on Education and Labor on S. 191, 79th Cong.. 
1st sess., February and March 1945 . P- 62. See also Health 
Service Areas. Public Health Bulletin No. 292. 

Assuming a standard of 4.5 general and 5 mental beds 
per 1,000 population, and 2.5 tuberculosis beds per annual 
death from tuberculosis. 


c. Assuming a population growth of 12.2 million be¬ 
tween 1941 and 1950 and of 10.4 million between 1951 
and i960. 

d. No increase in tuberculosis beds is assumed since no 
increase in the total number of deaths from tuberculosis is 
expected, even with an increased population, because of 
constantly extended preventive work in this field. 


o£ beds will be sufficient to meet the needs of 
veterans at the beginning of the next decade. 
(General Hines estimated a need for about 
143,000 beds in 1950.) Around an additional 
60,000 beds will be needed by i960. It is antici¬ 
pated that this need will be met from facilities 
now operated by the army and navy; 100,000 
beds arc expected to be released by the army 
and navy for veterans’ use before i960. 

As indicated in the discussion of the post¬ 
war demand for hospital facilities, some in¬ 
crease in the demand for federal beds other 
than veterans’ may be anticipated. However, 
it is assumed that facilities operated by the 
army and navy during the war years will be 
released to other federal agencies to meet their 
increased needs. In this event, no additional 
construction of federally operated hospitals is 
anticipated. 

d. personnel needs 

It has been generally thought that our sup¬ 
ply of physicians, dentists, nurses and techni¬ 
cians has been quite adequate to meet the de¬ 
mands for medical care. In over-all numbers, 
this may be true. However, in some localities 


there has been an ovcrsupply of medical per¬ 
sonnel, and in others an undcrsupply. It is 
possible that our peacetime ratio of physicians 
to population will be sufficient in the next few 
years to give as much care as the population 
can be educated to request. But this would be 
true only on the assumptions (1) that the time 
of each physician from the moment he has 
completed his internship would be fully occu¬ 
pied, (2) that each physician would have ade¬ 
quate therapeutic and diagnostic facilities 
available, and (3) that all physicians would be 
properly distributed according to the need for 
their services. 

Dentists 

Dentists, however, present a more difficult 
problem. Until the present time we probably 
have had as many dentists as we could use ef¬ 
fectively, not because the need for dental serv¬ 
ices has been adequately met, but because the 
demand for service has been comparatively 
small. A glance at Table 93 shows only too 
well how slight the demand has been; even in 
fairly well-to-do families the dental care re¬ 
ceived falls far short of the estimated amount 
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required. Our supply of demists has no more care under the prevailing arrangements of pri- 
than kept pace with the demand for their scrv- vate practice. is 

5 §£§§=3 

’ll__ Lai<> f A/> 


Nurses 

Before the war, a study of the situation in 
the private-duty nursing field indicated that 
there were more private-duty nurses than 
needed to meet the demand for their services. 

uv*.vjvu iw v incic ait j-.- o r- , 

In i 935 -* 936 . private-duty nurses were em- w ^ vision 0 f adequate facilities and 

ployed, on the average, only about half urnc. ^^^1. I t is equally important 

A report for 1941 showed that one third ol 1 c ^ ^ ^ crc s h 0 uld be adequate financial returns 
private-duty nurses were employed an average ^ lhoJC prov iding medical service and that 
of less than 15 days per month. It is the finan- bc rc i; cvcl ] D f the threat of unpre- 

cial barrier and not a lack of appreciation ot • . 

• • . • 1 _ c/>ruirr lh.lt 


>UIIC Ul -vw.-- - 

nursing programs, we still may have far too 
small a supply of medical personnel for a 
medical program based on need. 

c. HIGHER INCOMES FOR MEDICAL PERSONNEL 

There are other pressing problems in addi- 
. • • .c . 1 .A..MA f'is-i1inr»c nnr* 


v-iai udiuci uiivj 11 •» »«»•— — rr 

the value of private-duty nursing service that 
accounts for this partial use of nurses’ time. If 
the demand for nursing service remains about 
the same in postwar as in prewar years, the 
supply of private-duty nurses will probably be 
more than sufficient. Expansion of our pub ic 
health program, however, will result in an in¬ 
creased demand for nurses with public hcalt» 

training. t 

In terms of the actual needs for medical care, 
rather than demand, all groups providing the 
various medical services have been, and arc, ar 
undermanned. As shown in Table 95 * ' v, e 
gaps exist between the personnel available in 
1941 and the estimated number needed to pro¬ 
vide adequate medical care. Graduate nurses 
would have to increase from 210,100 in IQ4 1 l< ^ 
486,000 in 1950 and 519,000 in i960, am, o 
these, public health and hospital nurses would 
have to bc more than trebled. The need or 
dentists is particularly acute: only 70,100 were 
available in 1941 but 257,000 would bc required 
in 1950. Only 22 per cent more physicians 
would be needed in i960 than in i94>- Est, ‘ 
mates of the needed physicians and dentists 
arc based on services required for adequate 


dictable, large medical bills. 

It is little wonder that the indmduals who 
provide medical care concentrate in cities 
where they believe they can be reasonably ccr- 
tain of regular incomes and where more ade¬ 
quate medical facilities arc available. How can 
we expect a young physician or dentist to 
choose an impoverished community for his 
field of practice —a community that will fre¬ 
quently provide an income even below a sub¬ 
sistence level? 

If well-trained doctors and dentists equipped 

to supply the care so acutely needed in the 
poorer, rural or thinly populated areas are 
to locate in such communities, some assurance 
must bc given them of reasonable financial re¬ 
turns. Moreover, hospital facilities must be 
made available to physicians. At the present 
time, hospitals, like physicians, are concen¬ 
trated in urban centers where capital building 
funds are available and where they stand at 
least a fair chance of financially maintaining 

themselves. . . . 

Even the physician who practices in wealth- 
ier, urban areas may find that his income is far 
from adequate to meet his professional cx- 
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Table 95 


Number of Physicians, Nurses and Dentists Available for Civilian Service in 
1941 and Estimated Number Needed to Provide Adequate 
Service in 1950 and i960 


Type of Per tonne! 

Number Available 

1941 

Number Needed 

1950 i960 

Active physicians 

127,000* 

M5,ooo b 

* 55 » O0 ° b 

Active graduate nurses 

210,100* 

485,600* 

519,000* 

General hospitals 


f 261,500 

280,000 

Mental hospitals > 

102,100 

\ 30,800 

33,000 

Tuberculosis hospitals 


l * 5.300 

16,000 

Public health 

20,400 

69,000 

74,000 

Private duty 

58,500 

73,600 

79,000 

Industrial 

6,900 

20,000 

21,000 

Other 

22,200 

15*00 

16,000 

Active dcntists f 

70,100 

257,000“ 

277,000* 

General practitioners 

b 

227,000 

245,000 

Exodontists 

b 

22,000 

23,000 

Orthodontists 

b 

8,000 

9,000 

Active dentists' 

70,100 

142,000 

153,000 

General practitioners 

b 

125,000 

134,000 

Exodontists 

b 

11,000 

12,000 

Orthodontists 

b 

6,000 

7,000 

Auxiliary dental personnel' 

b 

128,000 

138,000 

X-ray technicians 

b 

38,000 

41,000 

Hygienists 

b 

64,000 

69,000 

Laboratory technicians 

b 

26,000 

28,000 


a. E'timatcd nmnltcr of active physicians excluding those in full-time government appointments 
and in lull-time teaching, research and administrative positions. 

I>. H.i'cd on a ratio of one physician to each 1.000 persons. Under group practice the ratio 
might Ih- one to i.aoo persons: under individual practice, one to 800. 

c. Estimated from data in Facet About Surging, 1944. Nursing Information Bureau, American 
Nurses' Association, New York, July 1944. 

d. I-'rom Joseph \V. Mountin. "Suggestions to Nurses on Postwar Adjustments," American 
1ourn.il of Surging, April 1944 . PP- 311-25. 

e. Based on the estimated increase in population between 1950 and 1960. 

f. Assuming that dentists do all their osvn laboratory work, X-ray work, and scaling and 
eleansing. 

g. This estimate is loss- in terms of real need (both accumulated and annual) but not low in 
terms of the amount of dental care people can be persuaded to receive. Based on data in Roger I. 
I.ee and Lewis Webster (ones. The Fundamental/ of Good Medical Care. Publication No. 22. Com¬ 
mittee on the Co.ts of Medical Care. University of Chicago Press. Chicago. 1933. 

h. Not available. 

i. Assuming that dentists do nothing but chair work. 


penses. In the prosjxrous year 1929, for exam¬ 
ple. about 3 out of 10 physicians practicing in 
cities of more than 500,000 population earned 
a net income of less than S2.500 during the 
year. Many believe that some pattern must 
be worked out for assuring all physicians, 
whether young or experienced, rural or urban. 


a reasonable minimum income and that until 
such a step is taken the problem of supplying 
all population groups with good medical care 
will remain unsolved. This applies not only to 
payments to physicians, but also to dentists, 
nurses and other individuals engaged in pro¬ 
viding medical service. 
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xr . j fnr Action lion “ several times the amount spent in that 

Need for AcUon . , year for these services. On a per capi.a basis. 

If adequate medical care is to be made avail- ^ cos( would aver agc about $75.75 P cr >'«' — 
able to everyone, some steps must be taken to fo; d ; a „ nos j s an d treatment and $12.22 

relieve the burden of the costs of medical care, ^ preventive service. These estimates exclude 
and to bring adequate care at a reasonable ex- ^ ^ 0 £ com munity health service, dentistry, 
penditure within the province of each mdivid- m ~i: f ; n r S and medical supplies. The fig- 


un. -- / 

and medicines and medical supplies. 1 he hg- 
ures are far too high to be seriously considered 
as within the range of the amounts that the 
nation's population is likely to spend. 


b. ESTIMATED NEEDS IN I95O AND i960 

Adequate medical care might, however, be 


penditure within the province 
ual in the population. 

It is too early to predict what action may be 
taken, but through the experimentation now 
going on under the auspices of both profes¬ 
sional organizations of physicians and lay 
groups, and with an awakened public interest, 

it may be assumed that some program will be "’J^J^^'^^^iailyte^er cost than 
developed. It is not our intention to suggest: J 5[imaIcd by Dr . Bradbury if medical 

scheme for solving this vastly important prob- were orRan i ze d economically and effi- 

lem of the uneven burden of medical costs and ^ ^ ^ |ime of mcdica | personnel 

their threat to economic security, ^t mercy V mcd and subsidiary personnel uti- 

to emphasize the need for constant ertor . jzcd wh ' revcr possible, and if medical person- 
toward its solution. Whether or not the fin. facilities were properly distributed. Es- 

solution lies in governmental legislation, many ^ (hc Commil ,cc on the Costs of 

of the people in our nation will continue to fa I ^ ^ indicalc |ha , adequate care, in- 

below the standards of vigor to which each is M dcnI is,ry. drugs and medicines, medi- 

entitled until means arc found to furnish each K ica , supplies, but excluding corn- 

community with necessary preventive service * hospitalization for men- 

and each individual with effective health edu ' and tu bcrculosis, might be pro- 

cation, easy access to adequate medical care u ■ person if an elfcciivc form of 

Umes of illness and security against the cco- group use of medical laeil i- 

nomic risks of sickness. ££ cmp loyed. M It is not anticipated that 

, O , the entire population will be receiving medi- 

6 . Cost or Adequate Care ^ 'J (lcr a ty «em of group pracucem 

a. ESTIMATES OP BRADBURY AND COMMlTfER ON 


THE COSTS OF MEDICAL CARE 

Previous studies have been undertaken to de¬ 
termine the costs of providing adequate medi¬ 
cal care to the American people. In *933 L)r ; 

n . .. ■ I • __l...r r.l 


Call avl * Ivv ^ g • • 

, 95 0 or i 960 , but on the basis of this assump¬ 
tion. with adjustment for the aging popula¬ 
tion and to the wo price level, adequate medi¬ 
cal care for the American people might be pur¬ 
chased at a com of about $5 billion in 1950 and 


turc 10 me /\merieau pv.»#|».«... . 

Samuel Bradbury translated the number ot abou , $ 5d billion in i960. 


services included in the Lcc-Joncs standar, s 
of adequacy into anticipated |h-t capita comn, 
using as the basis of his estimates a minimum 
*933 fee schedule adopted by the Chicago 
Medical Society. 01 He estimated that it ade¬ 
quate medical care—for prevention, diagno¬ 
sis and treatment — were purchased on a \ee- 
jor-seruicc basis for the whole population, «"<- 
total cost in 1936 would reach about $9.5 hi - 

65. Samuel Bradbury, The Coil of Adequate Medual 
Care, Univcnity of Chicago Pr«s, Chicago. «S» 37 - 


In making these estimates, it is assume*! that 
medical service «o all income groups would be 
provided through group practice, and that the 
expenditures of those in the higher income 
croups would he reduced to the estimated 
standard of $.|6T It may be assumed, however, 

U K-n-rr I Ixc and Uwn Mmnford |<»n«v. The lunda- 
r.W MeduA Care. No. 22.Com- 

r/our. on die O-n -I McIkjI Care. Un.vcM.y of Chicago 

.ha, only a. die h.ghcs, in- 
tonic level* do individuals pay enough, on ll>C average, to 
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that some individuals in the highest income 
groups would continue to pay what they are 
now paying, i.e., more than necessary to re¬ 
ceive adequate care under group practice 
standards. On the basis of the assumption that 
expenditures of persons above the standard of 
$36 would remain as they are, but expenditures 
of those below the standard would be raised to 
$36, costs of ‘‘adequate” care in 1950 would 
amount to about $5.2 billion, and in i960 to 
approximately $57 billion. (For method of 
computation sec Appendix 10.) 

Estimates of Technical Committee on Medical 
Care 

Neither the Bradbury estimates nor those of 
the Committee include expenditures necessary 
to provide adequate public health service 
throughout the nation. In 1938, however, the 
Technical Committee on Medical Care (a sub¬ 
committee of the President's Interdepartmen¬ 
tal Committee to Coordinate Health and Wel¬ 
fare Activities) investigated the services that 
should be included in a well-rounded public 
health program and estimated the total costs 
of such service to all governmental units at the 
peak of such a program at approximately $330 
million a year, or $200 million more than was 
being spent at that time.” When allowance is 
made for the increase in population between 
1938 and 1950 and i960, the estimated total 
amount needed for public health services 
would be about $360 million in 1930 and ap¬ 
proximately $380 million in i96o. ev These esti¬ 
mates seem reasonable if they exclude the costs 
of care in mental and tuberculosis hospitals. 

For many years the costs of providing ade¬ 
quate care for persons in mental and tubercu¬ 
losis institutions have been borne almost com- 

obtain adequate care. Even this does not necessarily mean 
iliac die care received is adequate. In fact, according to 
findings by the Committee on the G»'t\ of Medical Care, 
the medical services received by pervons in the highest in¬ 
come groups were substantially below the standard of ade¬ 
quacy as estimated by Lee and Jones (as was seen in Table 
9J>- 

AX. ,-f Xiirior.il Health Program. Technical Committee 
on Medical Care. Interdepartmental Committee to Coordi¬ 
nate Health and Welfare Activities. Washington. i 9 .; 9 - 

69. The generally accepted per capita expenditure 
needed to provide adequate public service is S2.00 in urban 


pletely by government. If it is assumed that an 
adequate number of beds is provided for the 
care of the mentally ill and the tuberculous pa¬ 
tients, and if the cost per case and occupancy 
rate remain the same as in 1942, it is estimated 
that governmental expenditures for care in 
mental and tuberculosis institutions in 1950 
will be approximately $315 million, and about 
$330 million in i960. 

The Technical Committee recommended 
that S100 million of the new funds to be raised 
for public health should be provided by the 
federal government. In addition to these fed¬ 
eral grants-in-aid to states to be disbursed 
through the United States Public Health Serv¬ 
ice, the federal service itself, under an adequate 
program, would need additional funds for in¬ 
vestigating the means of combating sickness 
and disability, the problems of industrial dis¬ 
eases, the public health aspects of certain 
chronic and infectious diseases, the expansion 
of consultant services and opportunities for 
training, and other activities leading to im¬ 
proved techniques and the extension of serv¬ 
ice into new fields. The Public Health Service 
might need three times the amount now spent 
for these activities, or approximately $75 mil¬ 
lion in 1950 and i960, if total expenditures for 
state and local public health work arc approxi¬ 
mately trebled. 

Other Government Programs 

The Children’s Bureau has the responsibility 
in the federal government for distributing the 
monies appropriated for the protection and 
promotion of the health of mothers and chil¬ 
dren. This bureau also provides consultation 
and advisory services and makes studies in the 
fields of maternal and child care. 

The Children’s Bureau now spends approxi¬ 
mately $6 million a year for such services and 
an additional $4 million for services for crip¬ 
pled children. State and local governments are 
spending about $4 million annually for matcr- 

anil S2.20 in rural area* for local service and $.50 f° r 
service at the state level. It is not necessarily implied that 
theve Minis should be raised through state or local taxes. 
The figures are used only as a convenient method of esti¬ 
mating total costs. 
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nal and child health services and S3 million for 
services for crippled children. 

To indicate what an adequate maternal 
and child health program might cost, reference 
is made to a bill now before Congress — the 
Maternal and Child Welfare Act of 1945 (S. 
13x8). Under this bill, a federal appropriation 
of S50 million would be made to the states 
in the first year of operation of the mater¬ 
nal and child health program. For each suc¬ 
ceeding year a sum would be appropriated suf¬ 
ficient to carry out the purposes of the pro¬ 
gram. 

Of the amounts appropriated each year, 
$5 million would be allotted to the states ac¬ 
cording to their relative standing in number of 
children under 21, provided that the federal 
money be matched dollar for dollar from state 
or state and local public funds. The balance of 
the federal appropriation each year would be 
apportioned among the various states after tak¬ 
ing into consideration such factors as the num¬ 
ber of children under 21 and mothers in the 
state to whom service would be made available 
and the cost of such service, special maternal 
and child health problems and the financial 
need of the state. 

In addition, the bill would provide for a fed¬ 
eral appropriation of $25 million for the first 
year’s operation of a program of services for 
crippled children; the appropriations for suc¬ 
ceeding years would be sufficient to carry out 
the purposes of the program. From the annual 
appropriations, $2.5 million would be appor¬ 
tioned among the various states according to 
their relative standing in number of children 
under 21 — these amounts to be matched from 
state or local funds. The balance of the federal 
grants, similar to those for maternal and child 
health services, would be allotted to the states 
on the basis of the number of crippled children 
under 21 to whom services would be made 
available and the cost of furnishing such serv¬ 
ices, the special problems of crippled children 
and the financial need of the state. 

Estimates of government's contribution 
toward a program of adequate medical care do 
not include the estimated costs of an expanded 


maternal and child health or crippled chil¬ 
dren’s program, for this reason: estimates of 
consumer expenditures for adequate medical 
care are assumed to cover all services usually 
purchased on an individual basis, and hence in¬ 
clude costs of adequate maternal and child 
care. It is assumed, however, that the Chil¬ 
dren’s Bureau and the state and local govern¬ 
ments would continue to spend what they are 
now spending for educational programs and 
for the promotion of more adequate maternal 
and child health and crippled children’s serv¬ 
ices. 

Hospital and domiciliary care for veterans 
of World War II and other wars is now cost¬ 
ing over S100 million. With the expected in¬ 
crease in the case load of veterans needing 
medical service, it is estimated that the federal 
government, through the Veterans’ Adminis¬ 
tration, may be called upon to spend from $175 
million to $200 million in 1950 and from $225 
million to $250 million in i960 to provide ade¬ 
quate hospital and domiciliary care for all 

service-connected and nonscrvicc-conncctcd 
cases. 

Summary 

Estimates of annual costs of adequate medi¬ 
cal care for 1950 and i960 arc summarized in 
Table 96. Estimated consumption "needs’’ 
of $5.2 billion in 1950 and $5.7 billion in i960 
have not been reduced to take account of cither 
the additional services that may be provided 
through an expanded public health program, 
rather than through individual purchase, or 
the savings that may result from prevention of 
illness through an adequate community pro¬ 
gram. However, as a possible offset, it must be 
kept in mind that changes arc constantly being 
made in the accepted treatment of illness, and 
that these changes, in general, add to the cost 
of medical care. It is to be expected that many 
future improvements will be made, even as im¬ 
provements arc now being made, and that 
these may result in higher costs to offset low¬ 
ered expenditures resulting from possible re¬ 
ductions in morbidity. 

Omitted from the above estimates for 1950- 
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Table 96 

Estimated Needs and Demand for Medical Care in 1950 and i960 
Compared With 1940 Expenditures 


(In Millions at 1940 Prices) 


Expenditure Croup 

1940 

1950 

i960 

Demand 

Needs 

Demand 

Needs 

Total Medical Care 

$ 3,944 

$5,161 

$6,890 

$5,90° 

$ 7,470 

Consumer* 

2,864 

3.565 

5,200 b 

4,100 

5 . 7 00 *’ 

Government 

740 

1,100 

97 ° c 

*. 35 ° 

1,050' 

Industry 

100 

! 5 0 

200 

150 

200 

Hospital facilities 4 

240 

346 

520 

300 

520 


a. Exclusive of medical prepayments; see Table 9a, footnote a. 

b. Assuming that expenditures of persons above the standard of 530 remain undisturbed and 
expenditures of tliose below the standard are raised to $36. 

c. These seem low in the light of what government is now spending because consumption ex¬ 
penditures for adequate medical care are assumed to cover all services usually purchased on an 
individual basis, such as hospital care in general and special hospitals, maternity and infant care. 
At present, government is providing such care for many persons in low-income groups. 

d. Sec Chapter 16. Table 135. for explanation of reasons for differences between these estimates 
and those presented in Chapter 16. 


i960 arc those essential for an industrial medi¬ 
cal care program. Information is available on 
the cost of well-rounded industrial health pro¬ 
grams in a few large plants, and the costs 
might be estimated for this group. However, 
employees in the largest plants represent a very 
small proportion of the total; employees in es¬ 
tablishments ranging in size from the largest 
down to those with 500 employees represent 
about one third of the total. It has been suit- 
gested that an economical way to provide the 
remaining two thirds of the workers in small 
establishments with this service would he a co¬ 
operative program serving several concerns. 
Too little information is available on the cost 
of adequate medical service in small plants to 
make possible any more than a guess at the 
total cost of providing service to all industrial 
workers. However, it is estimated that the 
minimum expenditure lor adequate service 
would be about $200 million a year. 

Capital Costs 

The foregoing estimates assumed that ade¬ 
quate hospital facilities would be available to 


all persons by i960. But it may be recalled that, 
in the way they arc now distributed, present 
facilities arc not adequate to provide needed 
hospital care. By the end of the 1950*5, over half 
a million new beds would have to be con¬ 
structed, at a total cost of about $2.8 billion, to 
attain a number adequate to provide such 
care/* In addition, each year new beds will be 
needed to replace accumulated obsolete facili¬ 
ties. For example, the Public Health Service 
has estimated that, at the present time, a total 
of 179,000 obsolete beds (66,000 general, 16,000 
tuberculosis, 97.000 mental) should be re¬ 
placed. Replacement of these facilities alone 
entails an expenditure of more than $850 mil¬ 
lion. For present purposes, it is assumed that a 
program to provide all needed facilities would 
extend over the 15-ycar period from 1946 to 
i960. Annual capital expenditures to take care 
of existing deficiencies and additional popula¬ 
tion would thus be 5245 million. 

70. ! siim.'te based on the assumption that general beds 
ate constructed at a cost of $6,000. tuberculosis beds at 
' o and nunial ln.lv at $4,000. These estimates include 
».•>: of equipment. According to various estimates, costs of 
equipment ranee from i » to as per cent of the total cost of 
constructing a hospital bed. 
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It will also be necessary to replace satisfac¬ 
tory facilities existing at the end of the war as 
they deteriorate or become obsolete. Assuming 
a normal replacement rate of 2.5 per cent (the 
equivalent of a 40-year life) for such facilities, 
about $139 million would have to be spent an¬ 
nually for this purpose. Thus the total pro¬ 
gram of bringing all our hospital facilities up 
to standard by i960 would involve outlays of 
$384 million annually. With the greater num¬ 
ber of facilities in i960, a 2.5 per cent replace¬ 
ment would of course involve larger annual 
replacement expenditures. 

These estimates do not include expenditures 
for federal hospital construction. The Veter¬ 
ans’ Administration plans to build additional 
hospital facilities for 67,700 beds. At a cost of 
$5,000 per bed, total cost would be $339 mil¬ 
lion, or $23 million a year for 15 years. Ex¬ 
penditures thereafter will be limited to re¬ 
placement of obsolete beds. Other federal hos¬ 
pitals are assumed to remain at approximately 
the same capacity as at present; replacement 
costs only would be incurred in the next 15 
years. On this assumption, replacement ex¬ 
penditures for beds in all federal hospitals will 
approximate $70 million annually. 

In addition to a program to provide ade¬ 
quate hospital facilities, a program to provide 
health centers in rural areas should be under¬ 
taken. The United States Public Health Serv¬ 
ice has estimated that more than 14.000 such 
centers arc needed to bring essential public 
health services to persons living outside metro¬ 
politan areas. Centers of three types arc recom¬ 
mended : Type A, which would cost S* 5 « 0 °°» !o 
meet the needs in population units of less than 
30,000 persons; Type B, costing $50,000, to 
meet needs in units of 30,000-60,000 persons; 
and Type C, costing $75,000, to meet needs in 
population units of 60,000 or more. The tota 
cost for all needed health centers is estimated 
at about $680 million, or $45 million annually 
when spread over a 15-year period. 

All in all, therefore, a program to provide 
adequate hospital facilities for the total popu¬ 
lation by i960 would involve capital expendi¬ 


tures averaging about $520 million annually 
during the 1946-1960 period. 

. 

The last two generations have witnessed 
great progress in the science and art of medi¬ 
cine. New knowledge, new methods and new 
services have advanced and broadened the 
scope of medical practice. The provision of 
modern medical service has grown into a vast 
undertaking with personnel totaling well over 
a million individuals and with annual expendi¬ 
tures running to $4 billion before the war. The 
hospital has become the center of medical ac¬ 
tivity. Public health and industrial health 
services have been stimulated and extended in 
scope and character. Specialization in medical 
practice has developed, and there has been a 
growing trend toward salaried practice, par¬ 
ticularly in the public health and industrial 
health fields. Death rates have been lowered 
and the hazards of many illnesses reduced. 

Despite these gains, many significant prob¬ 
lems remain to be solved. We face the task o 
further reducing illness and death. Many ot 
our physicians arc handicapped in the provi¬ 
sion of good medical service by a scarcity of 
adequate hospital, diagnostic, therapeutic and 
laboratory facilities in their communities. Cer¬ 
tain areas of the country are out of reach of our 
hospitals, physicians, dentists and nurses as a 
result of the concentration of medical facilities 
and personnel in localities where wealth is con¬ 
centrated. Other areas have inadequate facili¬ 
ties. Most important of all, large segments of 
the population do not have access to adequate 
medical services because they are unable to af¬ 
ford them. Further steps are needed to bring 
medical care within the reach ••! every tainily 

at a cost that it can afford. 

The war aggravated these problems and 
cave rise to new ones. It drew heavily on our 
medical and dental personnel. It created 
health hazards in many communities and in 
many industries. Vet some gains were 
achieved as a result of this emergency. As al¬ 
ways during a period of war. the development 
of medical science was accelerated. 1 he value 
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of good health to the community as well as to 
the individual was spotlighted. We may look 
toward continued advance in medical science, 
the provision of more adequate facilities and a 
more even distribution of medical personnel 
and facilities. 

The outlook for medical care after the war 
was well expressed in the words of Surgeon 
General Parran of the United States Public 
Health Service : T ‘ 


Like the last war, this one will develop an in¬ 
creased public appreciation of what medical and 
sanitation services have to offer. People who have 
witnessed the effectiveness of organization for 
war will not be disposed to scrap this organiza¬ 
tion and return to a standard of living and pub¬ 
lic services which they know to be far below our 
level of achievement. 

71. Thomas Parran. Surpeon General. U.S. Public 
Health Service, "Openinc Remarks to the Forty-First An¬ 
nual Conference of the United States Public Health Service 
With the State and Territorial Health Officers." Public 
Health Reportt. July 16. 1943. PP- 1077-82. 



CHAPTER 12 


RECREATION 


Recreation is an area of human activity that 
is difficult to define and harder still to meas¬ 
ure. For one thing, no rigid line can be drawn 
between work and play, between effort exerted 
for profit and energy expended for pleasure. 
What means monotonous drudgery to one as a 
means of livelihood may bring healthful re¬ 
laxation to another as a form of recreation. 
One need only remember the untold miles 
hiked for the exercise, the thousands of trees 
felled for the fun of it, the millions of fish 
caught for the pleasure of telling about the 
ones that got away. Then too, men and women 
have probably always spent the greater part of 
their leisure time in visiting and entertaining 
friends, in storytelling and love-making, in 
walking and talking, or just plain loafing. Rut 
these simple pleasures arc hidden in the ob¬ 
scurity of private lives and, moreover, have no 
direct impact in the market place. Likewise 
hidden in obscurity arc such illicit activities as 
dope peddling, gambling and prostitution, 
which, though unquestionably of no little eco¬ 
nomic importance, cannot be measured. 

i. Nature and Importance oe Recreation 
We arc concerned here, however, only with 
legitimate recreational activities whose eco¬ 
nomic significance can be measured in terms 
of their use or consumption of goods and serv¬ 
ices. Even this limitation leaves the problem 
of defining the boundaries between recreation 
and various overlapping fields of human 
wants. The consumption of food, liquor and 
tobacco, for example, has recreational as well 


By J. Frederic Dlwhurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey, prepared in collaboration with 
Glokce B. Galloway, Assistant Research Di¬ 
rector. 


as nutritional values, if there is any truth at all 
in the ancient advice to "eat, drink and be 
merry." Counting some of these expenditures 
— for example, money spent for liquor, to¬ 
bacco, candy and gum — as part of the cost of 
recreation might easily be justified. For the 
purposes of this survey, however, it appears 
more reasonable to consider as a single group 
all of these commodities that, like food, are 
taken to "sustain the inner man." Purchase of 
certain articles of attire such as bathing suits 
and sports shoes might also properly be con¬ 
sidered as recreational expenditures. In this 
survey, however, all purchases of clothing and 
related articles arc grouped in a separate field 
of consumer expenditure. 

It is also clear that a substantial share of 
what consumers pay for automobile upkeep 
and other forms of transportation is for recrea¬ 
tional purposes. How large this share is, 
though, can only be guessed at, and for that 
reason, as well as on logical grounds, all con¬ 
sumer transportation is considered as another 
single field of consumer expenditures. 

Obviously, there is also considerable over- 
lapping between recreation and education, not 
only in extracurricular activities, but increas¬ 
ingly in recent years within the classroom it¬ 
self. Some of the recreational activities of edu¬ 
cational institutions, such as college football 
admissions, arc considered in this chapter as 
part of the costs of recreation, but the major 
portion of such costs in schools and colleges is 
counted as part of the cost of education. Some 
overlapping also exists between the field of 
recreation anti some of the activities of reli¬ 
gious and welfare organizations, and also to 
some extent perhaps between recreation and 
the field of health and personal care. Here 
again it is impossible to make wholly logical 
distinctions, and no attempt is made to do so. 


273 


AMERICA’S NEEDS AND RESOURCES 


a. ECONOMIC IMPORTANCE 

These difficulties of definition and classifica¬ 
tion, together with the fact that recreational ex¬ 
penditures fluctuate widely from prosperity to 
depression, account for the wide variation in 
estimates of the money spent for recreation in 
recent years. Recent estimates vary all the way 
from $2 billion to more than $20 billion, but 
the higher estimates include such large ex¬ 
penditures as vacation travel, which are con¬ 
sidered separately in this survey. 1 

The estimate of the Department of Com¬ 
merce, upon which this chapter is based, sets 
total consumption expenditures for recreation 
at $3.8 billion in X929, Si.9 billion in 1933, $3.3 
billion in 1940 and $3.7 billion in 1941. Govern¬ 
ment expenditures for recreation added an¬ 
other $200 million in 1941. Although the dol¬ 
lar amount spent dropped sharply with the de¬ 
pression, the proportion of these expenditures 
to total consumption expenditures varied lit¬ 
tle. It dropped from 4.7 per cent in 1929 to 4.1 
per cent in 1935, and by 1940 had returned to 
4.6 per cent. These totals, as pointed out above, 
exclude many kinds of expenditures that 
might properly be included. Vacation travel 
alone probably amounts to more than S3 bil¬ 
lion in a normal prosperous year, while con¬ 
sumers spent more than $4 billion for liquor 
and half as much for tobacco in 1941. There 
arc, as pointed out above, other types of goods 
and services — candy, chewing gum, sports 
clothes, etc. — that could properly be classified 

I. Stuart Chase, in hi* chapter on "Play" in ll'hither 
Mankind (Charles Beard, ed.. Blue Ribbon Books. New 
York, 1934). estimated the annual cost of play in the 
United States at Sat billion. Mis estimate covered a wide 
range of expenditures, including those for pleasure mo- 
to ring, vacations and travel, telephoning and flying for 
pleasure, candy, liquor, tobacco, etc. Jesse F. Steiner in 
Americans at Play (McGraw -1 (ill Book Company. New 
York) in 1933 estimated the annual cost of recreation in 
the early 1930's at $to billion, including governmental 
expenditures of $193 million ami S6.5 billion for vacation 
travel at home and abroad. Julius Weinberger in a study on 
"F.conomic Aspects of Recreation," in the Harvard Busi¬ 
ness Review of Summer 1937. estimated total consumers' 
expenditures for all recreational purposes at $ 4-3 billion in 
1915; excluding vacation travel it was Sa billion. The 
American Automobile Association estimated that expendi¬ 
tures by tourists were $4 billion in 19*5: Roger Babson 
estimated S5 billion; anil the Manufacturers Trust Co. of 
New York estimated $6.5 billion. 


as recreational. Hobbies, which in the present 
survey are classified as recreation, constitute 
another marginal field. 2 

If expenditures for pleasure travel and for 
liquor and tobacco were counted as part of the 
cost of recreation, and a small fraction of con¬ 
sumer expenditures for clothing and for reli¬ 
gious and educational purposes, it could be 
said that we spent in the neighborhood of $15 
billion in 1941 for recreational purposes. This 
is half again as much as we spent on clothing 
in that year and nearly five times what con¬ 
sumers paid for medical care. 

Even the more restricted sense in which the 
field is considered here covers a wide variety 
of services, products and organized commu¬ 
nity activities for which consumers and gov¬ 
ernments spend money. Government expendi¬ 
tures are largely for the operation and main¬ 
tenance of parks, playgrounds and other pub¬ 
lic recreational facilities. Among the services 
paid for directly by consumers arc the costs of 
participation in golf and tennis, ice and roller 
skating, billiards, bowling and other indoor 
and outdoor sports; admissions to football, 
baseball, horse racing, hockey and other spec¬ 
tator sports, and to motion picture and other 
theaters; and dues and fees paid to clubs and 
social organizations. 

Goods whose purchase can be considered as 
part of recreational expenditures include ra¬ 
dios. phonographs and other musical instru¬ 
ments, toys and games, sports supplies and 

2. Public interest and activity in hobbies appear to be 
growing at a substantial rate, as evidenced by renewed in¬ 
terest in books on this subject, the expansion of hobby 
sections in department stores, international expositions of 
sump collectors, introduction of hobby pages into news¬ 
papers. and the like. It is probable that from $ 5 ° million 
to $200 million has been spent annually in recent years on 
hobbies of various sorts. Stamp-selling firms estimate that 
there arc from 500.000 to a million postage stamp collec¬ 
tors in this country, who may spend from Sio to Stoo each 
annually on stamps. A few of them spend thousands of dol¬ 
lars each year. In addition to the stamp collectors, we find 
millions of amateur gardeners each of whom may spend 
5 to or more annually for seeds, fertilizers and tools. Cro¬ 
cheting and knitting by women account for probably $10 
million worth of yarn per year. Materials and supplies for 
such'hobbies as wood cars ing, soap sculpture, etching, as¬ 
tronomy, metalworking, painting, model building, tropi¬ 
cal fish, animal pets, and many others, readily account for 
another $10 million annually. Weinberger, op. dr., p. 453 - 
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equipment, flowers and plants, and a consid¬ 
erable proportion of books, magazines and 
newspapers. Supplying the recreational needs 
of the American people thus involves a vast 
variety of individual products and a multitude 
of personal and institutional services which arc 
alike only in that they are all competing for the 
leisure time, and the money, of the consumer. 
Some idea of the wide range and importance 
of the multitude of industries and mercantile 
and service trades catering to the consumer s 
varied recreational requirements can be ob¬ 
tained from Table 9 7 - The statistics in this 
table provide no precise measure, but only a 
general indication, of the economic impor¬ 
tance of recreation. 

Some of the manufacturing industries and 
retail and wholesale trades — notably news¬ 
papers, periodicals and books - obviously can¬ 
not be regarded as catering exclusively to rec¬ 
reational needs. On the other hand, some in¬ 
dustries and trades that are not listed in the 
table partially contribute to meeting such 
needs. On the whole it is reasonable to as¬ 
sume that more than 300,000 workers were 
engaged in the manufacture and wholesale 
and retail distribution of recreational products. 
In addition, the Census of i 9 39 showed 223,000 
persons employed in commercial amusement 
establishments, which numbered nearly 45,000 
in that year. These establishments reported 
nearly a billion dollars of receipts and paid 
$225 million in salaries and wages. 

Data on the geographical distribution of re¬ 
ceipts of all places of amusement show that 
they are concentrated in large cities. New 
York, Chicago, Philadelphia, Los Angeles and 
Detroit accounted for almost 30 per cent of the 
total national receipts in x 9 35 - Among the geo¬ 
graphical regions, the Middle Atlantic and the 
Pacific claimed a percentage of total receipts 
larger than the shares of these areas in the total 
national population. 

Over 25 per cent of the motion picture thea¬ 
ters were in cities of over 100,000 population, 
and accounted for about 55 per cent of total 
receipts, 50 per cent of the total number of em¬ 
ployees and 60 per cent of total payroll of all 


motion picture theaters. Towns of less than 
10,000 reported 53 per cent of the theaters but 
only i 9 per cent of the total receipts, 25 per 
cent of employment and 15 per cent of payroll. 

Although pool parlors and bowling alleys 
were widely scattered, New York had more 
than all of New England and nearly as many 
as the entire group of South Atlantic states. 
Billiard and pool parlors and bowling alleys in 
cities of 100,000 or more population comprise 
33 per cent of the total number and represent 
44 per cent of total receipts, 47 per cent of em¬ 
ployees and 54 per cent of total payroll.* 

b. EXPANSION OF RECREATION 

Trends in the use of leisure time are a reflec¬ 
tion of basic changes in our economic and so¬ 
cial structure. The list of recreational activities 
indicated above is far different from the lei¬ 
sure-time activities at the turn of the century, 
which would have consisted mainly of horse 
races, fairs, bazaars, strawberry festivals, 
church suppers, lodge nights and other enter¬ 
tainment by fraternal organizations. 

Industrialization and Leisure Time 

The twentieth century has brought many 
new developments in recreation: a great ex¬ 
pansion of pleasure travel, chiefly by means of 
the automobile; universal popularity of the 
movies and the radio; a growing interest in 
competitive sports, both as participants and 
spectators; and widespread development of 
public recreational facilities. The most sig¬ 
nificant changes, however, have been the gen¬ 
eral acceptance of the idea that recreation is 
one of the necessities of life for young and old, 
and the vast growth of organized and com¬ 
mercial recreation. The latter development has 
accompanied the shortening of hours and in¬ 
creased leisure time, the urbanization of the 
population and a rising standard of living, all 
of which have made it possible for the average 
person to spend increasing amounts ot time 
and money in recreational activities. 

3. 1940 Census of RusincM. Sm ite Euablishmentt and 
Plate! 0/ Arruaemert. 
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Table 97 

Recreation Industries, Trades and Businesses, 1939 


Number of Value of 

Establish- Wage Products, Sales 

Trade or Business menu Earners Wages or Receipu 


Manufacturing 

Ammunition 

Bicycles, motorcycles and pans 

Boat building and repairing 

Books, periodicals and newspapers 

Coin-operated amusement and vending machines 

Firearms 

Fireworks 

Games, toys, dolls and children's vehicles 
Motion pictures (not including projection in 
theaters) 

Musical instruments — pianos, organs and parts 
Musical instruments —- other 
Photographic apparatus and materials 
Radios, tubes and phonographs 
Sporting and athletic goods 

Wholesale trade 
Amusement and sporting goods 
Books, periodicals and newspapers 
Musical instruments and sheet music 
Radios and equipment 

Retail trade 

Bicycles and motorcycles 
Boats — motor and yachts 
Books, periodicals and newspapers 
Musical instruments and pianos 
Photographic supplies and cameras 
Radios — household appliances 
Radios and musical instruments 
Sporting goods 

Service establishments 
Bicycle repair 
Boat repair 
Circulating libraries 

Coin-operated machine rental and repair 

Musical instrument, piano, organ tuning and repair 

Photographic and photo finishing 

Radio repair 

Taxidermists 

Amusement places 
Amusement devices 
Amusement parks 
Bands and orchestras 

Bathing beaches (not including municipal) 

Bicycle rentals 

Billiard and pool parlors 

Boat and canoe rental service 


(In Thousands ) 


*3 

4,264 

* 4,953 

$ 29,091 

36 

6,973 

8,974 

43 . 052 * 

202 

2,630 

2,897 

10,885 

11,263 

* 4*>445 

231,909 

1,615,788 

5 1 

3,842 

4,632 

23 ,* 43 b 

23 

5,oo* 

6,846 

* 7 , 7*2 

59 

1,158 

987 

4,628 

47 * 

22,981 

20,206 

86,651 

178 

24,052 

45.736 

2 * 5 , 700 ° 

92 

7 . 6*5 

8,608 

28,686 

IOI 

3 >* 9 * 

3 . 9*7 

**,552 

160 

*7,27* 

25,287 

* 33,899 

224 

43,508 

47,026 

275 , 870 d 

350 

13,816 

* 4.221 

64,754 

1,998 

23,4*8 

41,426 

492,328 

1,080 

16,680 

25**93 

231,079 

*37 

*. 7<>5 

2,937 

21,810 

80 6 

6,636 

* 2 . 3*3 

* 78,759 

*>454 

1,660 

*.653 

*5456 

454 

846 

1,**9 

9.990 

10,840 

24.546 

20,755 

* 50 , 3*9 

2,930 

8,282 

1 *.049 

65,127 

1,112 

3.277 

4,086 

32,343 

6,907 

* 9 . 5*2 

23.596 

190,180 

2,9** 

5.595 

7 .* 28 

48,675 

2,605 

5.229 

6,653 

56,914 

1,601 

479 

307 

3*435 

464 

*,043 

*,227 

3 . 4*8 

783 

5°5 

435 

3.067 

*>554 

4>*77 

5.852 

30,576 

982 

216 

23* 

1,946 

12,158 

*9.240 

20,251 

80,296 

*0,732 

2 , 59 * 

2,004 

21,687 

363 

* 7 * 

*97 

853 

44 . 9*7 

223,229° 

225,481° 

998,079 

1,093 

1,600 

1,504 

7 , 3*4 

245 

3.798 

2,997 

*0,123 

550 

3.467 

3.654 

4.946 

344 

682 

534 

*,994 

247 

76 

46 

433 

12,998 

9,261 

5,892 

38,63* 

1.382 

4*3 

276 

*,944 
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Table 97 (continued) 


Trade or Business 


Number of 
Establish- Wage 
merits Earners 


Wages 


Value of 
Products, Sales 
or Receipts 


(In Thousands ) 


Bowling alleys 

Clubs — baseball (professional) 

Dance halls, studios and academies 
Race tracks — automobile 
Race tracks — dog 
Race tracks — horse 
Riding academics 
Shooting galleries 
Skating rinks — ice 
Skating rinks — roller 
Sports and athletic fields 
Sports promoters . . 

Swimming pools (not including municipal) 
Theaters — motion picture (including motion pic¬ 
ture theaters with vaudeville) 

Theaters — legitimate stage and opera; and the¬ 
atrical productions 
Other amusements' 


4,646 

31.557 

17.347 

48,819 

276 

6,430 

10,942 

24,940 

2,191 

8,128 

4,498 

14,156 

36 

337 

132 

978 

11 

3*4 

720 

2,775 

45 

3.795 

7.312 

4 0 .732 

840 

1,108 

777 

2,875 

3 M 

207 

160 

850 

59 

493 

5°3 

1.693 

1.134 

2,624 

1,641 

6.550 

78 

1.354 

1.355 

5, 8 45 

no 

1,623 

575 

3.409 

668 

1,009 

712 

2,815 

15 .H 5 

125,184 

131.583 

673.045 

231 

4.579 

11.459 

32.461 

2.294 

i 5.*90 

20,862 

7 o, 75 i 


Sources: Bureau of the Census. .940 Onsusof Busing 
Vols. I. II. Ill; Manufactures: > 939 - **• • 

Wholesale Trade: 1939 - Tabic I. P- . 49: 

1939. P«- 3. Table aA. p. 7: Server Estebl‘hme”is 
(«9i9). Table iA. p. 16; Places of Amusement (i9J9>. 
Table iA, p. 5°8- . .. 

a. Value of bicycles alone. Sa2.466.550 (not including 

Pa b. S> Value of coin-operated games and amusement de¬ 
vices, $12,338,130. 


c. Total cost of work done during year as index of pro- 

d0 d. 0 |n addition, radio apparatus production valued at 
S46.514.062 for miscellaneous parts and S3.5a9.243 lor 
transformers for receiving sets. . 

e Includes paid executives of corporations ami tncii 
compensation, but not proprietors of incorporated bus.- 

"includes statistics for the New York World s Fair and 
the Colden Cate International Exposition. 


The coming of industrialization with its concen¬ 
tration of population in urban centers brought 
recreation into new focus. The benefits of 'hotter 
working hours made possible by the introduction 
of the machine were offset by the high degree ot 
fatigue resulting from mechanized, routinized oc¬ 
cupations that inhibited not only physical activity 
but the exercise of creative capacity, which had 
been possible to some extent under the cralt s>s- 
tcm. It was this situation which drew attention to 
the importance of recreation as a community need 
and led to the development of the two major as¬ 
pects of the recreation problem m ns modern 
sense: commercial recreation and organized com¬ 
munity recreation, or what might be called me 
recreation movement. 4 

Industrialization made leisure time a fact 

4. Encyclopaedia of the Social Sciences Macmillan Corn- 
pany, New York. 1934. Vol. XIII. p. 176. 


which had to be faced. The long work-week of 
the nineteenth century was continuously short¬ 
ened until the end of the 1920^ brought the 
48-hour week and saw the widespread adop¬ 
tion of the summer vacation. The depression 
imposed more leisure on many whether they 
wanted it or not, and the average industrial 
worker at the close of the 1930 s had more 
than twice as much free time for recreational 
activities as the worker of the 1*90$. ‘Over 
the course of a century prevailing hours of la¬ 
bor had been halved and available leisure was 
estimated to have increased from about ten 
hours weekly to some seventy." 5 

5. Foster R1 icj Dulles. America Learns to Play. D. A|>- 
pleton-Ccntury Co.. New York. i 94 °- 
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Under such circumstances it was inevitable 
that the influence of the tradition of puritanism 
should break down completely. By the second 
decade of the century, the long struggle be¬ 
tween the church and the saloon for control 
over the citizen’s leisure time was drawing to a 
close and both of these institutions were losing 
out to Sunday golf and baseball, to the movies 
and the automobile. Recreation could no 
longer be regarded as a sinful waste of time; it 
became something which was a positive good 
in itself. The psychologist pointed out the im¬ 
portance of play as a means of self-expression. 
The sociologist stressed its importance for 
maintaining good health and mental stability 
and counteracting crime in the urban commu¬ 
nity. For industrialization not only increased 
the amount of leisure time, but also increased 
the number of "machine tenders and clerks 
who use neither mind nor body vigorously at 
their jobs and finish the working day without 
the sense of achievement necessary to mental 
health." Such people usually arc not content 
with mere relaxation during their leisure time. 
This group looks for the creative satisfactions 
which in earlier days they might have found in 
their work — or else had no time for. 

Although commercial recreation has of¬ 
fered every kind of diversion which promo¬ 
tional ingenuity could devise to meet the 
greater need for relaxation, its cost has auto¬ 
matically excluded large numbers, and it has 
failed to supply “the social contacts, cultural 
experiences and creative activities which have 
become especially necessary to supplement the 
limited opportunities for mental and spiritual 
growth that the daily work of many people 
now offers." 0 These needs gave rise to the pub¬ 
lic recreation movement, which has been going 
ahead with increasing momentum during the 
last two decades, spreading with particular 
rapidity during the depression of the iq^o’s. 

Recreational 7 rends 

The American people have been criticized 
for submitting to standardization in matters 

6 . C. (I. Wrrnn and I>. I.. H.irlev. Time or Their 
IhinJr, Ammon Council on F.iluc.uion. NWhinsion. 
*94*. 


where individual personal taste should reign. 
This criticism has been directed especially 
toward our choice of leisure-time activities in 
recent years. It has been said that we are los¬ 
ing our individuality because we are all seeing 
the same movies, listening to the same radio 
programs and riding along the same highways 
in the same cars. However, it must be realized 
that the recent development of the radio, mov¬ 
ies and automobile offered opportunities for 
amusement to the mass of people that they 
had never had before. 

Another trend that is often noted is our 
easy susceptibility to the devices of the promo¬ 
tion man. The list of successive crazes by 
which the American public has been seized is 
long and varied. Mahjong, ping-pong, con¬ 
tract bridge, dance marathons, crossword puz¬ 
zles, miniature golf, gardening, bingo, prize 
contests, slot machines, pinball games and an 
infinite number of hobbies have certainly in¬ 
troduced diversity into daily living. 

Extreme and seemingly unpredictable fluc¬ 
tuations in the demand for recreational prod¬ 
ucts also reflect quick shifts in public taste. The 
production of pianos, for instance, reached a 
peak in 1923 when 350,000 pianos, at a whole¬ 
sale value of $104 million, were placed on the 
market by 160 firms employing about 22,000 
workers. By 1932 the number of producers had 
dropped to 30 and the number employed to 
about 2,000. Only 27,000 units, valued at $7 
million, were produced, and many concluded 
that radio plus the depression had completely 
demolished the piano business. However, a 
last-ditch fight to save the piano business by a 
restyled and novel product with a "new" name 
— musette, spinctic or vcrtichord — and high- 
pressure promotion succeeded. In 1938, piano 
production was again up to well over 100,000/ 
The underlying reasons for this cycle may be 
complex, but there is no doubt that the ease 
with which public taste is swayed is an im¬ 
portant factor. 

Another trait that has been noted and often 

7. Weinberger. op. cit. Because of the disturbances and 
distortions caused by the war in the recreational picture, 
the trends prevailing immediately before World War II 
provide a more satisfactory picture of future developments. 
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criticized is that we arc a nation of spectators 
rather than active participants. It is said that 
although our weekly attendance at motion pic¬ 
ture theaters is somewhere over 80 million 
and our regular radio audience probably num¬ 
bers as many or more, we have only 4 million 
golf and tennis players and smaller numbers 
of active participants in the less popular sports. 
There is evidence, however, to show that many 
indulge in passive activities out of necessity 
rather than choice.* 

Although it is difficult to give exact figures, 
there seems to be a definite trend toward 
greater participation in outdoor sports. This 
movement has been considerably encouraged 
by the provision of public facilities. Commer¬ 
cial exploitation of spectator sports has appar¬ 
ently paralleled this interest in active sports. 
Even before the war, over a million dollars had 
been received in admissions for a baseball 
world scries, and the gate receipts at a single 
world championship prize fight had cxcccdc 
$2.5 million. It has been estimated that 12 mil¬ 
lion people weekly paid $40 million to watch 
football during the football season, while an¬ 
nual horse and dog racing receipts were twice 
as large. 

The most important development since 
World War I has been the large growth ol pub¬ 
lic recreation, with park acreage increasing 
particularly rapidly in the late 1920 s. c- 
duccd incomes during the depression induced 
people to turn more and more to public parks 
and playgrounds, camps, beaches and swim¬ 
ming pools. Curtailment of local appropria¬ 
tions for recreation was cfTsct by extensive u 
sure-time programs of federal agencies. There 
is good reason to believe that participation m 
active sports may be easily encouraged m the 
future by public programs of education and 
the provision of adequate facilities. 

2. Expenditures for Recreation 
Both the growing importance of recreation 
as a field of consumption and the cver-shiUmg 
nature of human tastes in leisure-time activi¬ 


ties arc revealed in the trend of consumption 
expenditures for various kinds of recreation 
over the past few decades. Consumer pur¬ 
chases of recreational goods and services were 
four times greater just before World War II 
than they were 30 years before, while a some¬ 
what greater increase occurred in expenditures 
for vacation travel. Taken together, recrea¬ 
tional expenditures and vacation travel rose 
from $1.3 billion in 1909 to $6.6 billion in 1929, 
and from 4.6 per cent of the national income 
to nearly 8 per cent. Purchases of recreational 
goods and services leveled off during the 
1930*$ at slightly more than 4 per cent of na¬ 
tional income. (Sec Table 98.) 

a. SHIFTS IN CONSUMPTION EXPENDITURE: 

1909-1929 

The two decades ending with 1929 were 
marked by rapid expansion in the field of rec¬ 
reation as a whole and striking shifts in con- 
jumcr tastes. Although all of the major groups 
of expenditures contributed to the rise in total 
expenditure from $850 million in 1909 to $3.8 
billion in 1929. only one group — sports equip¬ 
ment-maintained a fairly steady proportion 
of around 1410 16 per cent of the total through¬ 
out the period. (Sec Table 99.) Expendi¬ 
tures for “reading, hobbies and pets" showed 
no violent fluctuations, but declined in impor¬ 
tance from 24 per cent in 1909 to less than 18 
per cent in 1929. 

Total payments for admissions to theaters, 
entertainments and amusements did not vary 

widely until about 1925- After that, movie re¬ 
ceipts more than doubled from 1923 10 * 9 2 9 
and rose from less than a seventh to nearly a 
fifth of all recreational expenditures. During 
ibis same prosperous period, admissions to 
theaters and opera fell off bv nearly a third 
in dollars and from almost 5 per cent of total 
recreational expenditures to less than half that 

proportion. , 

The trends in purchases of radios and musi¬ 
cal instruments illustrate the rapid shifts that 
occur in recreational expenditures. The group 
as a whole increased from 20 per cent to 27 per 
cent of total recreation expenditures from 1909 


8 . Wrcnn and Harley, op. cii. 
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Table 98 

Consumption Expenditures for Recreation and Vacation Travel, 1909-1941 


Recreational Goods and Serviced 


Percentage of: Vacation Travel b 


Year 

Amount 

National 

Income 

Total Consump¬ 
tion Expenditure 

Amount 

Percentage of 
National Income 


(/n Millions) 



(In Millions) 

• 

I 9°9 

% 850 

3.0 

3.0 

% 465 

1.6 

1914 

985 

2-9 

2-9 

6ll 

1.8 

* 9*9 

2,135 

3 * 

3-5 

*,223 

1.8 

* 

1921 

2,046 

3-9 

3-7 

*.323 

2.6 

* 9 2 3 

2,596 

3-7 

3-9 

*.792 

2.6 

1925 

2,8l2 

3-8 

4.0 

2,268 

3 * 

1927 

3 ,**o 

4.* 

4.2 

2,366 

3 * 

1929 

3.799 

4.6 

4-7 

2,790 

3-3 

1931 

2,893 

5-3 

4.6 

2,129 

3-9 

*933 

*,9*8 

4-5 

4 * 

1,788 

4.2 

*935 

2,302 

4.* 

4 * 

2.334 

Ok 

4.2 

it 

*937 

2,965 

4 * 

4-5 

ft 

c 

*939 

2,994 

4-2 

4-5 



*940 

3.269 

4-2 

4.6 

0 

c 

A 

* 94 * 

3.742 

3-9 

4-7 

v 

w 


a. From Appendixes 4. 6 and 7. See Chapter 5. foot- b. From Julius Weinberger, •'Economic Aspects of Rec- 
notc 2. for difference between consumer and consumption reation" Harvard Business Renew, Summer 1937. 
expenditures. c. Not available. 


to 1929. Pianos maintained an important, 
though steadily declining, share until 1925, 
after which a sharp drop occurred. By 1929, 
dollar sales were less than they were 20 years 
before and constituted a far smaller fraction of 
total recreational expenditures. Consumer pur¬ 
chases of phonographs and records skyrock¬ 
eted from 1909 to 1919. Thereafter, sales 
dropped almost as rapidly as they had risen. 
This undoubtedly was largely due to competi¬ 
tion from radio sales, which nearly trebled 
from 1925 to 1929. 0 

Similar rapid changes in demand occurred 
in the case of a number of smaller items of 
expenditure. Sales of private aircraft, for ex¬ 
ample, jumped from about S2 million in 1925 
to $9 million in 1929 and then fell abruptly 
with the onset of the depression. Sales of bil¬ 
liard tables and accessories more than doubled 
from 1914 to 1919. when they reached a peak 

9. Weinberger, op. at. 


of $5 million, but they were back at the 1914 
level of $2 million by 1925. Other items of rec¬ 
reational expenditure, however, displayed a 
much more stable rising trend up to 1929 — 
notably ammunition, sheet music, playing 
cards, photographic equipment and pleasure 
craft. 10 

b. consumption expenditures: 1929-1941 

The period from 1929 until our entrance into 
the war affords a good opportunity to observe 
the impact of a severe and prolonged depres¬ 
sion on recreational expenditures of different 
kinds, and to examine these trends in greater 
detail than is possible for the earlier period. It 
was not until 1941 that total expenditures for 
recreation goods and services again approached 
the total of 1929. The proportion of total in¬ 
come, or total expenditures, that was spent for 
recreation, after rising steadily during the pre- 

IO. Ibid. 


Consumption Expenditures for Recreational Goods and Services, t 9 or<W 
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ceding two decades, flattened out after 1929. 
This relative stability of total recreation ex¬ 
penditures, however, concealed a wide dispar¬ 
ity among different classes of expenditure. Al¬ 
though most types of recreation suffered a 
sharp depression decline, the severity of the 
fall and the extent of the subsequent recovery 
varied widely. (See Table 99 and Figure 14.) 

Between 60 and 70 per cent of total recrea¬ 
tional expenditures in both 1929 and 1941 were 
accounted for by movies, theaters and amuse¬ 
ments; reading, hobbies and pets; and radios 
and musical instruments. An additional 20 per 
cent or more went for purchase of sports equip¬ 
ment and for organizations and clubs. Ex¬ 
penditures for attendance at spectator sports 
and for participation in recreational activities, 
such as golfing, bowling and swimming, ac¬ 
counted for the remainder. 

Shifts in Major Fields 

Of the three most important classes of ex¬ 
penditures, "theaters, entertainments and 
amusements” and "reading, hobbies and pets" 
lost between a third and a half in dollar vol¬ 
ume from 1929 to 1933, but subsequently re¬ 
covered virtually all of their losses. These gen¬ 
eral trends concealed important differences be¬ 
tween specific items, however. While movie 
admissions more than maintained their rela¬ 
tive position, the theater and opera lost ground. 
Expenditures for reading held a steady propor¬ 
tion of the total, but after 1933 "hobbies and 
pets" expanded its share. 

Dollar sales of radios and musical instru¬ 
ments also fell off drastically from 1929 to 1933. 
and the 1941 dollar volume was still 30 per cent 
less than in 1929. As in the case of other du¬ 
rable goods of high unit price, the purchase of 
radios and musical instruments can readily be 
deferred in limes of curtailed consumer pur¬ 
chasing power. The shrinkage in dollar sales of 
radios, however, was probably due more to the 
sharp reduction in their average price than to a 
decline in the number sold. Pianos and other 
musical instruments fell off just as drastically 
during the depression, but 1041 dollar sales 
were almost back to the 1929 level. Radio and 


phonograph expenditures represented only 17 
per cent of total recreational expenditures in 
1941 as compared with nearly 25 per cent in 
1929, whereas pianos and other musical instru¬ 
ments only dropped from 2.8 per cent of the 
total in 1929 to 2.7 per cent in 1941. 

Consumer purchases of sports equipment 
fell off by more than $200 million from 1929 
to 1933, but showed bettcr-than-average recov¬ 
ery thereafter. By 1941, consumers were spend¬ 
ing substantially more for these products than 
in 1929. Consequently, the share of the total 
they represented increased from less than 14 
per cent to almost 16 per cent. 

The stock market collapse during the early 
1930’s had a disastrous effect on both the ur¬ 
ban social and athletic clubs and the more 
costly and luxurious of the golf and country 
clubs. Membership declined sharply and many 
clubs merged with others or were drastically 
reorganized. Dues and fees paid to such or¬ 
ganizations fell by more than half from 1929 
to 1933 and experienced little recovery there¬ 
after. Expenditures for fraternal and women's 
organizations were curtailed less severely, but 
continued to fall after 1933, reaching a low 
point in 1939 from which there was little recov¬ 
ery. Consumers paid only 6.2 per cent of their 
total recreation expenditures for organizations 
and clubs in 1941, as compared with 8.7 per 
cent in 1929 and 15.8 per cent in 1909. 

Although spectator sports suffered depres¬ 
sion losses during the early 1930'$, they made 
a prompt and impressive recovery and ended 
the decade with expenditures well above 1929 
levels. By 1941, consumers were spending over 
60 per cent more on spectator sports than in 
1929, with college football expanding substan¬ 
tially and horse and dog racing making spec¬ 
tacular gains. 

There were conflicting trends in "participant 
recreation.” Outdoor sports as a whole failed to 
hold their own because of the sharp decline in 
golf expenditures, which were only two thirds 
as important in 1941 as in 1929. The decline in 
golf expenditures docs not mean that golf had 
become less popular, but that it had become a 
more economical pastime. 
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Figure . 4 - Consumption Enh.nd.tu.es fo. Recent,on, W'M 


Source: Appendix 6 . 


Indoor pastimes, on the other hand, were 
nearly three times as important in IQ 4 1 JS j n 
1929. The most spectacular increase was in 
gambling machines, which actually lo °^ ,,,orL 
money away from the people in depressed »9i* 
than in prosperous 1929, and more than ten 
times as much in 1941. Consumers spent hall 
as much again on billiards, pool and howling 
as they did in 1929. The number of devotees 


of billiards and pool and of howling was esti¬ 
mated just before World War II at about 8 
million for each — more than for any other 
organized form of sport." 

Contrasting Rates of Change 
The shifting vagaries of consumer taste in 
the field of recreation are even more striking 

The Index. New Yoik Ti«»« Co.. September r 9 J 9 - 
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Table ioo 

Increases and Decreases in Consumer Recreational Expenditures, 1929-1941 


Expenditures Increase, 1929-1941 


Class 

1929 

1941 

Amount 

Per Cent 

Gambling machines 

$ 7-6 

(In Millions ) 

$ 82.5 

1 74-9 

985-5 

Horse and dog racing 

10.2 

77-9 


663.7 

Professional football 

0.7 

3-3 

2.6 

371*4 

Stamps, coins 

*•3 

8.8 

6.5 

282.6 

Sightseeing buses and guides 

0.8 

i -7 

A 

0.9 

112*5 

College football 

22.5 

38.7 

16.2 

72.O 

56.O 

Book rental and repairs* 

2-5 

3-9 

1*4 

Photography 

73.0 

1x1.9 

38-9 

53*3 

Billiards, pool and bowling 

57 - 6 

87.3 

297 


Luncheon clubs 

6.3 

9.2 

2.9 

46.0 

Professional hockey 

2.8 

4.0 

1.2 . 

42.9 

School fraternities 

* 3-5 

19.0 

5-5 

40.7 

Wheel goods, durable toys, sports equipment 

177-8 

223.8 

46.0 

25.9 

Magazines and newspapers* 

511.4 

636.5 

125.1 


Amusement devices and parks 

16.1 

19.9 

3.8 

23.6 

Professional baseball 

' 7 a 

20.9 

3-9 

22.9 

Dancing, riding, shooting, skating and swimming 

29.8 

34-9 

2I6 

X7 o 

9.8 

Pet purchases and veterinary care . 

26.6 

29.2 

Boats 

22.3 

24-3 

2.0 

li 

Sports supplies, nondurable toys 

3 * 7-4 

345-3 

27.9 

8.8 

Entertainments — nonprofit organizations 

327 

35 ° 

H 

7.0 

Motion pictures 

720.1 

7557 

35.6 

4.9 

Camp fees 

30-7 

3 <M 

Decrease, 1929-1941 

0.3 1.0 

Boat and bicycle rental, storage and repair 

9.1 

8.6 

0.5 

5-5 

Pianos and other musical instruments 

IO7.5 

99-9 

l 6 

H 

Books* 

308.4 

260.3 

48.I 

15.6 

Fraternal, patriotic and women’s organizations 

133-7 

101.7 

32.O 

2 H 

29.6 

Golf fees and instruction 

9I.I 

64.1 

27.O 

Radios and phonographs 

933-1 

645.9 

287.2 

30.8 

Private flying operations 

8.7 

5.8 

2.9 

33*3 

Athletic and social clubs — dues and fees 

148.0 

73-5 

74-5 

50.3 

Theater and opera 

91.4 

31.2 

60.2 

65.9 


Source: Appendix 6 . "readin R - and allocaie .1 partly to "recreation" and pardy 

a. Includes total consumer expenditures for 'he* items. “> "P'«vate education." in the rat.o of 42 to 5 5 . 

In A|'|Kndix 6 . these expenditures are combined under 


when the changes in specific items of expendi¬ 
ture arc examined. Percentage changes from 
1929 to 1941 in consumer expenditures for in¬ 
dividual recreational items listed by the De¬ 
partment of Commerce show wide variations. 
Although total recreational expenditures de¬ 
creased slightly from 1929 to 1941, most of the 
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individual recreation items increased. (See 
Table 100.) 

Declines did occur, however, in a substantial 
number of items. These declines between 1929 
and 1941 ranged from one per cent in camp 
fees to nearly 66 per cent in theater and opera 
admissions. Expenditures for athletic and so- 
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Table ioi 

Government Expenditures for Recreation, 1913, 1932 and 1941 



1913 


1932 


1941 


Divirion 

Amount 

Per Cent 

Amount 

Per Cent 

Amount 

Per Cent 

Total 

Federal 

State 

Local 

$ 58,358 

924 

2,654 

54.78 o 

100.0 

X.6 

4-5 

93-9 

$I90,XI3 

15,282 

20,092 

154.739 

100.0 

8.0 

10.5 

81.5 

$203,199 

20, 77 8 

11,918 

170,503 

100.0 

10.2 

5.8 

84.O 


•ZSSTJ ss •XZSfXfSESZ - 

agency. 


cial clubs fell off by 50 per cent; payments for 
golf fees and instruction, for private flying op¬ 
erations and for radios and phonographs 
dropped by around 30 per cent or more. 

At the other extreme, increases ranged up to 
almost 1,000 per cent in money spent on gam¬ 
bling machines, to nearly 700 per cent for horse 
and dog racing, close to 400 per cent for pro¬ 
fessional football admissions and 300 per cent 
for stamp and coin collecting. Many items of 
expenditure showed gains of more than 40 per 
cent between 1929 and 1941. 

Although these rapid and apparently un¬ 
predictable fluctuations and shifts in recrea¬ 
tional expenditures arc sometimes difficult to 
explain, the fact that they occur is not hard to 
understand. For one thing, even though rest 
and relaxation are essential, most forms of 
commercial recreation arc luxuries which t e 
consumer can easily defer or get along without. 
This is particularly true of such durable arti¬ 
cles as radios, boats and pianos. Moreover, 
since they are for luxuries, recreational ex¬ 
penditures arc highly responsive to sudden and 
capricious changes in consumer tastes an to 
skillful promotional efforts. Finally, the ic 
has undergone its greatest growth during the 
present century, when striking innovations 
were vying for consumer attention — the mo¬ 
tion picture, the phonograph and the radio, to 
mention only three. 


c. government expenditures for recreation 

Government expenditures for recreation 
were negligible at the beginning of this cen¬ 
tury and amounted to only $58 million just 
before World War I. Thereafter, and particu¬ 
larly during the prosperous 1920'$, there was 
a rapid expansion of the role of government in 
promoting recreation. By 1932. expenditures of 
all levels of government amounted to $19° 
million, federal and state expenditures having 
expanded more rapidly than local. By 194*. 
more than $203 million was spent: 84 per cent 
by local governments, 6 per cent by the states 
and 10 per cent by the federal government. 1 o 
permit ready comparison, public expenditures 
for recreation are given by levels of govern¬ 
ment in Table 101 for the years 1913. >93 2 and 

"^Public capital outlays in this field (which 
arc included in the totals in Table 101) were 
S16 million in 1941. They averaged $28 million 
a year during the prewar decade, ranging from 

a high of $44 million in 1929 a low 5l 3 

million in i 9 33- (Private capital outlays were 
$6 7 billion in 1941. They averaged S/8 million 
during the prewar decade, ranging from $164 
million in 1929 to $32 million in 1933* accord- 
ing to the Survey of Current Business, No¬ 
vember 1945 ) Public expenditures exclude 
substantial additional sums which cannot be 
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Table 102 

Facilities and Personnel in Municipal Recreation, 1920, 1930,1932,1940 


Item 

/920 

1930 

* 93 * 

*940 

Parks 

— 

11,686 

* 5 .*° 5 m 

* 9,336 

Baseball diamonds 

— 

4 » 3 22 

4,161 

3.904 

Bathing beaches 

260 

457 

47 2 


Golf courses 

— 

312 

374 

387 

Handball courts 

— 

— 

816 

2,737 

Ice skating areas 

— 

— 

*.659 

2,912 

Playgrounds — outdoor 

4. a 93 

7 » 3*6 

6,990 

9,921 

Recreation buildings'* 

300 

642 

770 

*, 75 ° 

Recreation centers — indoor 


*.963 

2,052 

3.986 

Stadiums 

— 

— 

108 

261 

Swimming pools 

359 

1 ,°4 2 

1,094 

1,200 

Tennis courts 

— 

8,422 

9,267 

*2,075 

Toboggan slides 

— 

221 

271 

3*4 

Paid leaders 

10,218 

2 4»949 

23.037 

24,533° 

Volunteer leaders 

— 

8,216 

9,280 

12,890 


Source: Yearbook! and reports of the National Recreation Association for 1910, 1930, 1932, 1940. 

a . , 935 . c. Excluding emergency leaders and funds. 

b. Exclusive of schoolhouse*. 


separated from general conservation and de¬ 
velopment expenditures. 

The expanding role of government in rec¬ 
reation during the past two or three decades 
has been reflected in a steady growth in the 
number of municipal playgrounds, parks and 
other recreation centers of all kinds, and in the 
number of cities able to provide paid person¬ 
nel for supervision of recreational activities. 

The number of playgrounds more than dou¬ 
bled between 1920 and 1940, and it expanded 
substantially after 1930. as did the number of 
play areas. In 1940 there were 9.921 play¬ 
grounds in the United States. Between the 
early 1930's and 1940, there was an especially 
rapid growth in the number of handball 
courts, ice skating areas, stadiums, bathing 
benches and tennis courts, many of them built 
by municipalities with the aid of WPA funds. 

The number of parks increased by over 
half —from 11,686 in 1930 to 19.336 in i940, ,? 

12. This rate of increase is overstated because the 19*0 
figure intitules only communities over 5,000 in popula¬ 
tion. whereas in 1040 information was obtained (torn many 
cities between 2,500 and 5.000. The greatest relative rise 
in municipal park acreage occurred between 19*5 and 


and the average number of persons per acre 
of park fell from 368 in 1935 to 300 in 1940. 
Although there were nearly two and a half 
times as many paid municipal recreation lead¬ 
ers in 1940 as in 1920 — 24,533 as a g ainst W 1 ® 
— the number barely held its own during the 
1930*5. The number of volunteer leaders, 
however, increased by more than half during 
the 1930-1940 decade — from 8,216 to 12,890 — 
while the number of cities with supervised rec¬ 
reation was larger at the end of the decade than 
at the beginning. (See Table 102.) 

3. Recreation in Wartime 

World War II brought a great need for rec¬ 
reation for the armed forces and industrial 
workers and caused many readjustments in 
civilian programs. The armed forces them¬ 
selves provided leisure-time facilities and pro¬ 
grams in army and navy camps, posts and sta¬ 
tions. The American Red Cross furnished 

1930. when in 534 identical cities the increase was 38 per 
cent. The increase from 1925 to 1935 in 655 identical 
cities was 49 per cent, and from 1935 to 1940 in 819 iden¬ 
tical cities it was only 9 per cent. 
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recreation leaders for camp hospitals and for 
overseas bases. Communities offered USO 
dances, service centers, stage door canteens, 
church picnic dinners and free tickets to games 
and theaters. Local communities, assisted by 
the Office of Community War Services of the 
Federal Security Agency, welcomed and enter¬ 
tained soldiers and sailors on leave from army 
camps and naval stations. By November 1943, 
field representatives of the Recreation Section 
of the Office of Community War Services had 
organized over 1,500 defense recreation com¬ 
mittees in as many towns and cities and had 
helped them to develop and correlate their 
community recreation programs. Hundreds of 
buildings were constructed or renovated as sol¬ 
diers' and sailors’ clubhouses, varying all the 
way from one-room structures at country cross¬ 
roads to Chicago’s mammoth center in the old 
Auditorium Hotel and San Francisco’s splen¬ 
did Hospitality House. Some communities 
met the entire cost of their expanded commu¬ 
nity programs, but in many cases professional 
personnel was furnished on request by the 
WPA or USO. In every war camp, commu¬ 
nity volunteers and local organizations ren- 
dered outstanding service. 1 ’ 


Industrial Recreation 

Recreation for industrial workers became 
especially important in war production cen- 
ters because of crowded substandard living 
quarters, night shifts, long hours, increawt 
employment of women, separation of wot t,s 
from their families and elimination of com¬ 
pany playficlds as a result of plant expansion. 
Many of the larger industrial firms added or 
expanded their recreation programs after the 
war began on the theory that these programs 
make for better morale, improved efficiency 
and better relations between management an< 
workers. 

Interest in the field was great enough to re¬ 
sult in the organization of the Industrial Rec¬ 
reation Association in 1942. with some 200 

13. For a vivid picture of local services to tUc 
force*. see "Welcome. Soldier'' by Mark A. McU-oke). 
Survey Graphic. October 1943- 


corporate members including some of the larg¬ 
est industries. Many plants now have their own 
gymnasiums, athletic fields and other facilities. 
Activities range from fish fries to fashion 
shows and from art exhibits to horseback rid¬ 
ing, although softball, bowling and other com¬ 
petitive sports are especially popular. 14 

Municipal recreation authorities also en¬ 
larged their services to industrial workers in 
order to meet war conditions. Recreation 
buildings were kept open from early morning 
to late at night to serve night-shift workers. 
Industrial athletic leagues were organized or 
expanded, fields and game courts placed at 
their disposal, and leaders trained. Sociables, 
clubs and classes were arranged for workers 
wives, and playground programs were ex¬ 
tended to serve war workers’ families. Recrea¬ 
tion departments also assisted industries with 

their own programs. 18 

In services to civilians, too, more emphasis 
was placed upon neighborhood programs. 
Many playgrounds were operated Saturdays 
and Sundays, and recreation buildings were 
kept open until late at night. There can be lit¬ 
tle doubt that military and civilian morale 
•like was greatly enhanced by the wartime ex¬ 
pansion of recreational facilities and services 
many of which arc being continued and used 
for similar purposes now. World War II gave 
a strong impetus to community and industrial 
recreation programs which will probably be 
reflected in the further growth of both public 
and industrial recreational facilities. 


Consumption Expenditures 

Consumer expenditure for recreation dur¬ 
ing the war reflected prewar trends. Payments 
for admissions to motion picture theaters con¬ 
tinued their upward climb and increased 23 
per cent between 1940 "H 2 ' Attendance 

at legitimate theaters and operas also showed a 
substantial increase. However, admissions to 

l4 . See "Worker* a« Play." H 'all S,ree, lounut. August 

*’ ^Article on "Recrcauo,." by George D. Bu«l«r inj 
eiatWork Year Rook. >941- I'P- l-< ,_v> ' ScC U 'j 
Sicincr ,«l Ch«. D. ^ * W '- 

National Council for the Social Studies. « 94 - 
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professional and college football, professional 
baseball, and horse and dog race tracks de¬ 
clined as a direct result of the influence of war. 
Sustained, and perhaps growing, interest in 
billiard parlors and bowling alleys, in dancing, 
riding, skating and swimming, and in amuse¬ 
ment parks was reflected by increasing ex¬ 
penditures for these amusements. Of the ex¬ 
penditures for recreational products, those for 
radios, phonographs and records, for pianos 
and other musical instruments, and for photo¬ 
graphic developing and printing equipment 
and photographic studios showed the greatest 
relative increase, at least until these products 
disappeared from the market because of war 
demands. 

During the war, many service men and 
women found new forms of organized recrea¬ 
tion not previously available to them in army 
camps, in municipal recreation centers, pools, 
beaches, tennis courts and athletic fields. They 
arc now demanding similar facilities in their 
own neighborhoods for peacetime use. 

Moreover, the war greatly increased the mo¬ 
bility of the American people, especially of 
youth and war workers. For the first time, 
many of them traveled to new jobs or battle- 
fronts all over the nation and the world. This 
experience will probably stimulate the appe¬ 
tite for peacetime travel by bicycle, bus, auto¬ 
mobile, boat, train and airplane. The war 
made scores of people at home in the air and 
has probably overcome the psychological re¬ 
sistance of many others to traveling by plane. 
The use of the airplane would make it pos¬ 
sible, from the point of time at least, for the 
man with a two-week vacation to take an over¬ 
seas holiday. With the removal of air travel 
restrictions after the war, civilian plane travel 
increased greatly. It is reasonable to expect that 
recreational air travel will increase manyfold 
in the next few years. 

4. Future Demand for Recreation 

In view of the sudden and unpredictable 
changes in consumer demand for many types 
of recreational goods and services over the 
past few decades, attempts to forecast future 


changes in consumer preference for particular 
kinds of recreation arc subject to considerable 
margins of error. To assume that the consum¬ 
er’s recreation dollar in 1950 will be spent in 
the same proportions and for the same pur¬ 
poses as in 1941 would obviously be absurd, as a 
study of the rapid shifts and changes in the 
past makes abundantly clear. 

On the other hand, a mere projection into 
the future of past rates of growth would lead 
to equally absurd results. Nearly ten times as 
much money was spent on gambling machines 
and horse and dog racing in 1941 as was paid 
out for these forms of diversion 12 years before 
in prosperous 1929. At this rate of growth, by 
the middle of the next decade consumers 
would be spending around $2 billion annually 
on gambling and racing, or about half what 
they spent for all forms of recreation in 1941. 
At the other extreme, it seems equally improb¬ 
able that the 50 per cent decline in dues paid to 
athletic and social clubs between 1929 and 1941, 
or the 66 per cent decrease in theater and opera 
admissions and 30 per cent reduction in sales 
of radios and phonographs furnish any basis 
for expecting further similar declines from 
prewar levels after the immediate postwar 
boom subsides. 

About all that we can be sure of is that under 
conditions of high-level employment and in¬ 
come in the postwar period, consumers will 
have both more time and more money to spend 
on recreational pursuits than in the past. With 
the higher average incomes assumed for fu¬ 
ture years, more money will be spent for rec¬ 
reational goods and services. With the further 
decline in hours of work, the rapid spread of 
the five-day week and the growing practice of 
granting annual vacations with pay, there will 
be more leisure for recreation. 

Service in the army and navy brought to 
many young people an interest in organized 
recreation, both as spectators and participants, 
which can be expected to continue. The larger 
industries, which found during the war that 
organized recreation contributes to better mo¬ 
rale and efficiency, are likely cither to continue 
and expand their programs or to promote bet- 
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ter municipal recreational facilities and serv¬ 
ices. Another important factor will be safer 
and cheaper air transportation, which is mak¬ 
ing it possible for families to travel to distant 
spots even for a short vacation. The combined 
effect of these influences makes it probable 
that expenditures for recreation will expand 
more rapidly than total consumer spending. 

a. ESTIMATED CONSUMPTION EXPENDITURES 

On the whole, the percentage of consump¬ 
tion expenditures devoted to recreation is 
likely to increase in the postwar period, but 
probably not as rapidly as in the two decades 
before the depression. During the depression 
decade, recreation expenditures flattened out; 
in both 1929 and 1941 they constituted 47 per 
cent of total consumption expenditures; but in 
1909 they were only 3 per cent of consumption 
expenditures. (See Appendix 7.) 

If the trend in the ratio of recreation ex¬ 
penditures to total consumption expenditures 
continues, then it might be expected to in¬ 
crease from 4.6 per cent in 194° to about *?P cr 
cent in 1950 and to 5.x per cent in i960. These 

percentages would mean expenditures (in 1940 

dollars) of $4.3 billion in 1950 and $5 2 billion 
in i960, compared with actual expenditures ol 
$3.3 billion in 1940 and $37 bilUon ,n W- 
(Sec Appendixes 6 and 9.) 

These totals are exclusive of expenditures 
for vacation travel, which arc also likely to 
continue the steep upward trend that was so 
evident before the war. The war greatly stimu¬ 
lated air transport both at home and abroad, 
resulting in improvement of technique, expan¬ 
sion of ground facilities, multiplication ot 
fleets and routes, and the training of additiona 
personnel. Peacetime expansion of commercial 
air services and the development of the heli¬ 
copter and "air-car” would facilitate access to 
national parks and resorts, as well as trans¬ 
oceanic vacation travel. Adding the outlays for 
vacation travel might easily double the al*>vc 
totals, for even by the mid-i 930*5 vacation 
travel was absorbing as large a share of the 
consumer’s dollar as were recreational ex¬ 
penditures. 


(1). Outlook in Major Fields 

How consumption outlays for recreation in 
1950 and i960 will be distributed among the 
major fields of expenditure is highly conjec¬ 
tural, although it seems probable that the im¬ 
portant recreational activities showing relative 
stability or a steady growth trend in the past 
will continue to find favor with the consumer 
in the future. Of the seven major fields of ex¬ 
penditure shown in Table 99, it is reasonable 
to expect that the four that showed a relative 
and absolute expansion from 1929 to 1941 — 
spectator sports; reading, hobbies and pets; 
participant recreation; and sports equipment 
— will continue to grow in the postwar period. 

"Reading, hobbies and pets,” which in¬ 
volved almost $800 million of consumer spend¬ 
ing in 1941, mostly for purchase of books, 
newspapers and periodicals, seems likely to 
continue its growth in the future. Magazine 
circulation continues to expand greatly, while 
book publishing has become an aggressively 
merchandised mass distribution industry dur¬ 
ing the past decade. With retail outlets for 
cheap books expanded from a few hundred to 
tens of thousands, with 25 cent pocket books 
selling in the scores of millions, with two lead¬ 
ing book clubs each around the million mark 
in membership, there seems little doubt that 
American consumers will buy more and more 
books in the future. 10 

Photography, which accounted for over $110 
million expenditure in 1941, is also likely to 
expand considerably. This hobby will be 
stimulated by the prospect for a great expan¬ 
sion in vacation travel and by technical devel¬ 
opments in the form of better equipment and 
film, including colored prints and motion pic¬ 
ture cameras, and improved and cheaper home 
movie projection apparatus. 

Expenditures for "sports equipment, games 
and toys” also seem likely to continue a bettcr- 
than-average rate of expansion in the future. 
The spectacular wartime increase in the birth 
rate means an expanded demand for children s 
toys over the next several years. Many men 

16. Richard H. Rovcrc. "Hook*: The Hi« Money Move* 
In." Common Sente. February « 945 - 
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who served in the armed forces and in war 
plants with recreation programs became fa¬ 
miliar with sports equipment for the first time. 
The general trend toward more leisure time 
and more rapid and frequent access to recrea¬ 
tional areas will augment demand for outdoor 
sports equipment of all kinds. 

Whether expenditure for “spectator sports," 
which expanded greatly from 1929 to 1941, 
will continue to grow at the same rate is ques¬ 
tionable, although there are no signs that the 
saturation point has yet been reached in at¬ 
tendance at football and baseball games and at 
horse and dog races. Certainly, further growth 
can be expected in this field, as in "participant 
recreation," whose rapid expansion was due 
chiefly to greatly increased expenditures on 
gambling machines and for billiards and bowl¬ 
ing. 

Consumption expenditures for outdoor par¬ 
ticipant recreation seem likely to reverse the 
1929-1941 downward trend, which was due 
entirely to the fall in golf expenditures. Popu¬ 
lar interest in riding, skating, fishing and 
swimming is likely to be stimulated by a num¬ 
ber of influences. The five-day week and the 
annual vacation will provide an important 
stimulus to these week-end and vacation ac¬ 
tivities. Likewise, better and cheaper air trans¬ 
port will facilitate rapid access to remote rec¬ 
reational spots. Many new products, such as 
camping and cooking devices and communica¬ 
tion and transportation equipment, developed 
for war purposes, will find peacetime recrea¬ 
tional uses, although probably on a more mod¬ 
est scale than imagined by some advertisers.” 

Nor docs it seem likely that "movies, thea¬ 
ters and amusements,” which accounted for 
over S900 million in 1941, or one fourth of all 
recreational expenditures, will become much 

17. One fiill-|M|!C magazine a»!vcrti*ement during the 
war pictured .i pulwar fisherman in hip bools standing 
in tJ;c middle of .» mountain meant vigorously cavtm.; lor 
trout while Miimltancomly conversing with his wife over a 

"walkie-talkie'* — perhaps explaining that he would t*c a 
li»|‘e late "cttin" home and possibly warning her n<»: to 
bank t<«> liejvi!von lidi lor dinner. Another advertisement 
portrayed four happy hunters racing from a concrete Inch- 
way across the broad waters of a wiklcrnov lake comfort- 
al 1v veiled in a sportsman's dream model of the am- 
pliihiouv tank. 


less popular in the future. Movie going, re¬ 
sponsible for four fifths of this expenditure, has 
become a fixed habit with the American pub¬ 
lic and is unlikely to be greatly shaken by the 
advent of television, especially as television 
broadcasts of important events may become a 
part of regular motion picture programs. 
Moreover, the popular appeal of the movies is 
likely to be enhanced by further improve¬ 
ments in motion picture techniques. Color pic¬ 
tures will be shown more and more widely; 
“directional sound” is a probable postwar in¬ 
novation; and three-dimensional pictures are 
reported to be “just around the corner.” 1 * 

Radio and Television 

The two remaining major fields — “radios 
and musical instruments” and "organizations 
and clubs" —lost ground from 1929 to 1941. 
There is no reason to believe, however, that 
these two fields combined will fail to improve 
their position. Consumer payments of dues 
and fees to recreational organizations, it is 
true, show no tendency to rise above depres¬ 
sion levels. But a striking reversal of previous 
trends can be expected in expenditures for “ra¬ 
dios and musical instruments,” which fell off 
by nearly n third from 1929 to 1941, when they 
amounted to around $750 million. It has been 
estimated that at the end of the war there was 
an accumulated demand for at least 12 million 
radio sets and that consumer expenditures for 
radio apparatus and phonographs in the near 
future may total over a billion dollars a year, 
approximately twice as much as in 1940. Such 
expectations, however, arc likely to be modi¬ 
fied by three significant new developments in 
the field of radio: frequency modulation, tele¬ 
vision and facsimile transmission. 

Frequency modulation, providing freedom 
from static and clearer reception than ampli¬ 
tude modulation, had made only a modest be¬ 
ginning before the war. It is generally believed 
that it will spread rapidly in the next few years 
and that within a decade it will have largely 
replaced AM broadcasting. Although less than 

1$. II. Erwin Curti'. "Tlie Outlook for Motion Pic¬ 
ture'." 1 “'bet. September i. 19m. 
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50 FM stations were operating just before the 
end of the war, applications for five times as 
many were awaiting action by the Federal 
Communications Commission, and manufac¬ 
turers expect to market 5 million FM receiv¬ 
ing sets a year during the first few years of 
peace. 19 The lowest price for FM sets was 
about $60 in 1942, and it is expected that they 
will cost considerably more than AM for 
cheaper models and much more for combina¬ 
tion FM-AM sets. 

Television also is expected to make rapid 
strides. One authority, W. R. G. Baker of Gen¬ 
eral Electric, predicted that it will soon become 
a billion-dollar industry, with 500 “telecasting 
stations” in operation a decade hence. T. F. 
Joyce of Radio Corporation of America pre¬ 
dicted that television service would be avail¬ 
able to 72 million people representing 62 per 
cent of the nation’s purchasing power five years 
after the war, and that annual receiver sales 
would amount to 2.5 million sets a year at an 
average price of $200. On the basis of such ex¬ 
pectations, television service would be avail¬ 
able to 100 million people shortly after 1950. 
with annual sales at 3.5 million sets a year and 
with aggregate retail sales between $600 mil¬ 
lion and $700 million. Including expenditures 
for tubes and parts and for phonograph and 
various kinds of combination apparatus, total 
sales under such circumstances could casdy ex¬ 
ceed a billion dollars a year by i960. 

Facsimile reproduction of printed matter bv 
radio will undoubtedly find a multitude of 
recreational and other uses in the postwar 
world, although it is impossible to predict 
what this may mean in terms of consumer ex¬ 
penditures. A number of newspapers arc al¬ 
ready planning for facsimile broadcasting as 
soon as possible, and John V. L. Hogan, presi¬ 
dent of two stations acquired in 1944 *’>' , * ,c 
New York Times, predicted that "within five 
years facsimile will be a more important and 
economically sounder broadcast service than 
its glamorous sister television.'’'' On the 

19. "Radio Men Promise Static-Free Broadcast* and 
Color Television," Wall Sirrel / ournal. Sc|**nal»cr 2. > 944 . 

20. Ibid. 


whole, it is easy to sec that these and other de¬ 
velopments in radio transmission make it 
probable that this field will account for a large 
and growing share of consumption expendi¬ 
tures. 

(2). Estimates for 1950 and i960 21 
Estimates of consumption expenditures for 
broad groups have been made on the basis of 
long-term trends and past relationships of 
these expenditures to disposable income. In 
most instances, the estimates arc based on the 
experience of two decades or more. However, 
in two cases — theaters, entertainments and 
amusements, and radios and musical instru¬ 
ments (particularly the latter group)—the 
long-term trend was not clear, nor were they 
nearly so sensitive to changes in income during 
the 1930's as before. The great period of expan¬ 
sion in movies and radios had ended, and both 
had settled into the American way of life. 

Hence, the pattern of the 1930’s was dif¬ 
ferent from the one in the preceding period, 
and likely to be more akin to the postwar pat¬ 
tern. However, both movie and radio expendi¬ 
tures were adjusted upward somewhat to al¬ 
low for the development of television. Because 
it was impossible to determine the rapidity of 
future television advances and difficult to 
gauge the extent to which television would be 
superimposed on older forms of entertainment 
and to what extent it would replace them, the 
upward adjustments were necessarily a mat¬ 
ter of judgment. 

On the basis of these considerations, total 
consumption expenditures for recreational 
goods and services (exclusive of vacation travel 
and other items, classified separately in this 
survey) arc estimated at more than $4.3 billion 
in 1950 (at 1940 prices) and nearly $ 5-2 billion 
in i960, compared with less than S3.3 billion in 
1940. These higher total outlays reflect not 
only the general rise in total consumption ex¬ 
penditures accompanying the higher level of 
national income assumed in this survey, but 
also an expected rise in the share of consump- 

21 See Chapter 4. section S. for 1 statement ..f the basic 
auumirtions un.lerl>in K this Mirvey: f-r the ...ciIm-Is u«e.l 
in estimating consumption cx|*cluliUircs. sec Appendix 9. 
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Table 103 

Estimated Consumption Expenditures for Recreation in 1950 and i960 Compared With 1940 


Percentage of Total 

Expenditure Consumption Expenditures 


(.lass 

1940 

•950 

i960 

' • 940 

•950 

i960 

Total 

(In Millions at 1940 Prices) 

$3,269 $4.3*5 $5» , 9° 

4.63 

4.9O 

5.10 

Theaters, entertainments and amusements 

868 

1,120 

*.375 

1.23 

I.27 

i-35 

Motion picture theaters 

709 

83O 

1,000 

1.01 

•94 

.98 

Other 

*59 

290 

375 

.22 

•33 

•37 

Spectator sports 

96 

130 

150 

•*3 

•*5 

•*5 

Reading, hobbies and pets 

670 

875 

1,020 

•95 

•99 

1.00 

Reading 

33 8 

405 

450 

•48 

•46 

•44 

Hobbies and pets 

332 

470 

570 

•47 

•53 

.56 

Organizations and clubs 

232 

230 

220 

•33 

.26 

.22 

Participant recreation 

3*7 

450 

580 

•45 

•5* 

•57 

Radios, television and musical instruments 

593 

830 

1,040 

.84 

•94 

1.02 

Sports equipment 

494 

680 

805 

.70 

•77 

•79 


tion expenditures devoted to recreation from 
4.6 per cent of the total in 1940 to 4.9 per cent in 
1950 and 5.1 per cent in i960. 

Theaters, entertainments and amusements 
arc expected to increase their dominant posi¬ 
tion, with estimated expenditures of $1.1 bil¬ 
lion in 1950 and nearly $1.4 billion in i960, 
compared with less than $900 million in 1940. 
Movie admissions will account for the great 
bulk of this total in both 1950 and i960, though 
declining slightly in relative importance. 
"Reading, hobbies and pets" is expected to 
maintain its important position in the consum¬ 
er’s budget, with expenditures rising from 
$670 million in 1940 to $875 million in 1950 
and to a little over Si billion in i960. Expendi¬ 
tures for radios, television and musical instru¬ 
ments, which amounted to nearly $600 million 
in 1940, arc estimated at more than $Soo mil¬ 
lion in 1930 and at slightly above Si billion in 
1960. These future totals will represent a larger 
share of the consumer’s budget than before the 
war. 

Among the other fields of recreational 
spending, purchases of sports equipment, esti¬ 


mated at $680 million in 1950 and $805 million 
in i960, and expenditures for participant rec¬ 
reation, amounting to $450 million in 1950 and 
$580 million in i960, arc both expected to be 
more important items in consumption budgets 
than in 1940. Spectator sports arc expected to 
hold their own with a rise from $96 million in 
1940 to $130 million in 1950 and to $150 mil¬ 
lion in i960. The only field of recreational ex¬ 
penditure that is expected to decline both rela¬ 
tively and absolutely is the support of organi¬ 
zations and clubs, expenditures for which are 
estimated at $230 million in 1950 and $220 mil¬ 
lion in i960, as compared with $232 million in 
1940. (Sec Table 103 for details.) 

b. GOVERNMENT AND CAPITAL EXPENDITURES 

Prewar government expenditures for recrea¬ 
tion, as shown in Table 101, rose from $58 
million in 1913 to $203 million in 1941, with 
local governments accounting for more than 
four fifths of the latter year’s total. This total 
includes government capital outlays, which 
ranged from $44 million in 1929 to $13 million 
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in 1933 and averaged $28 million in the decade 
before the war. 

Probable government expenditures for rec¬ 
reation have been estimated at $262 million for 
1950 and $295 million for i960, of which per¬ 
haps $50 million would be accounted for by 
capital expenditures." 

Probable future private capital expenditures 
for recreation arc highly speculative. Such ex¬ 
penditures ranged from $164 million in 1929 to 

$32 million in i 933 > and avcra S cd aboul ^7 

million in the 1936-19& period , 11 when con¬ 
sumption expenditures for recreation averaged 
about $2.8 billion. If private capital expendi¬ 
tures for recreation buildings and facilities 
should expand from the 1936-1939 level by the 
same percentage as consumption expenditures, 
we could expect a 1950 total of Si20 million 
and a i960 total of $145 m\\\\on. This c * l,matc 
assumes that the very substantial backlog de¬ 
mand for private capital investment in the 
field will have been satisfied before the end of 
the present decade. 

5. Peacetime Recreational Needs 

We have only very fragmentary quantitative 
data on the •‘needs’* for recreation, as distinct 
from the consumer "demand" for recreation 
and probable government expenditures tor 
recreational facilities and services. Such infor¬ 
mation as is available serves merely to indicate 
the magnitude and nature of the problem 
rather than to provide a guide to the costs of 

fulfilling these needs.** 

The American Youth Commission, as a re¬ 
sult of several studies of sample communities 
throughout the country, concluded that there 
arc four kinds of recreational opportunities 
that nearly all youth should have in greater 
degree: (1) wider participation in games, 
sports and outdoor activities; (2) opportuni 
tics for creative experience; ( 3) greater oppor¬ 
tunity for fuller social life; and (4) opportum- 


22. See Chapter .6, Table .j6. where 

lures are expressed in .944 pnecs. 32 per cent above . y 4 <*. 
alio Chapter 20, section 5 <«> and T able ><*»• , 

23. See Sur vey o\ Current Bunne'f. Departn^nl 
Commerce. November . 945 - P- J 4- 

24. See Wrenn and Harley, op. at. 


tics for recreation and amusement at home. 

A survey by the Welfare Council of New 
York of the youth in New York City indi¬ 
cated that only one boy in five and one girl in 
ten had a satisfactory leisure life “measured 
from the point of view of a balanced ration." 
The American Youth Commission asked the 
following question of 13,000 Maryland youth: 
"What can we do for and with youth so they 
can do more for themselves?” They answered 
that they wanted more parks and playgrounds, 
meeting places for group games, music, handi¬ 
crafts, dramatic and discussion groups, swim¬ 
ming pools and organized sports. They indi¬ 
cated that they would prefer these active and 
creative outlets to the reading, motion pic¬ 
tures, radio and automobile riding with which 
they occupied their leisure time. 

A recent study of the age group of 16 to 29 
years in 40 villages throughout the country 
showed that only half of the boys and young 
men and only a third of the girls took part in 
outdoor sports even in summer. A Regents’ In¬ 
quiry conducted in New York State reported 
that 45 per cent of high school graduates were 
without hobbies. In a study of Dallas con¬ 
ducted by the American Youth Commission, 
only 9 per cent of the youth mentioned hobbies 
or cultural activities among their three princi¬ 
pal leisure-time pursuits. In another study <>f a 
rural countv in New York, 19 per cent of the 
youth reported no second-choice recreational 
activity and 64 per cent gave no third choice. 

Studies attempting to determine the extent 
of the need for social activities and home rec¬ 
reation showed results similar to those made 
of physical and cultural activities. The Mary¬ 
land study of the American Youth Commis¬ 
sion showed that the chief recreation ot trom 
two thirds to three fourths of the group studied 
was individual in character. Seventy-two per 
cent of the white youth and K 6 per cent of the 
Negro youth in Maryland did not belong to 
clubs of any sort. A survey of X.ooo girls in 
California showed that only 15 per cent were 
club members. A rural county in New \ ork 
State reported that the proportion of youth 
whose "families do not provide facilities or 
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consciously try to carry on sociability activities 
for the family as a group was 87 per cent."” 

a. STANDARDS FOR PUBLIC RECREATION 

There are no standards by which to measure 
how much a family or single individual 
"should" spend for recreation, but the Na¬ 
tional Recreation Association has developed 
standards for the number of parks, play¬ 
grounds, playfields, indoor facilities and serv¬ 
ices, which are generally accepted.” The Asso¬ 
ciation believes that the average American city 
should have a total of one acre of park and rec¬ 
reation space to each 100 population, one acre 
of neighborhood playground space to each 800 
population, and also one acre of playficld space 
to each 800 persons. 

There should be a playground within a half 
mile of each home, equipped with most of the 
following features: corner for preschool chil¬ 
dren; apparatus area; open space for informal 
play; fields for games such as softball, modi¬ 
fied soccer and touch football; courts for ten¬ 
nis, handball, horseshoes, paddle tennis, vol¬ 
ley ball and other games; area for quiet games, 
crafts, dramatics and storytelling; corner for 
table games and other activities for old people; 
shelter house; wading pool. Trees and other 
plants should be introduced in so far as prac¬ 
ticable. 

There should be a neighborhood playficld 
within a half mile to a mile of everv home and, 
in large cities, for at least every 20,000 of the 
population, for activities which require too 
much space for the neighborhood playground. 
The playficld should have a children's play¬ 
ground; areas for major field games; courts 
for tennis, shudlcboard, boocic, badminton, 
volley ball; lawn area for such activities as cro¬ 
quet. archery, clock golf; swimming pool; 
outdoor theater; center with council ring for 
day camping: picnic center for small groups; 
facilities for winter sports; recreation build¬ 
ing; and parking area. Opportunities for land- 

-*s. 

2(>. St.v i.r !> f>>r Seighhorh-tod Ke-reari n Aren a-..! 
Idi ihtin .. . » I S’I'laygroundt. P'..iy’:e!dt. Ke.-rea- 
'> ■’ Ihiddir:. >. /•:/- ’ Recreation fj i.'ine' Re. - 

:e.di.-!t A • atfii. New York. Oclo'.-rr 1943. 


scape development should be fully utilized. 

Each neighborhood should also have indoor 
recreation facilities, centered in a recreation 
building or indoor recreation center. They 
should include adequate gymnasium space, an 
assembly hall or auditorium, lounge room, 
play room, and a number of small rooms for 
club meetings, arts and crafts, and other small 
group activities. 

The following standards arc recommended 
as the indoor facilities that should be available 
for community recreation use in every city, re¬ 
gardless of the type of building in which they 
are provided: 

A gymnasium for each 10,000 of the population 
or less 

An auditorium or assembly hall for each 20,000 
or less 

A social room or play room for each 10,000 or 
less 

An informal reading and quiet game room for 
each 10,000 or less 

An indoor game room for each 10,000 or less 

A room equipped as an arts and crafts work¬ 
shop for each 10,000 or less 

A club or multiple-use room for each 4,000 or 
less 

An indoor swimming pool for each 50,000 or 
less 

The prerequisites of successful recreation 
service arc usually considered to be (a) a full- 
time, trained recreation executive; (b) a year- 
round program serving all the recreation in¬ 
terests of the people without restriction as to 
race, religion, age or sex; (c) availability for 
recreation of all suitable city-owned property; 
(d) a segregated recreation budget; and (e) a 
governing board or commission of responsible 
citizens. A final essential is interagency coop¬ 
eration through recreation councils, commit- 
tei s of councils of social agencies, or other 
groups.” 

b. PROGRESS TOWARD ATTAINMENT 

Many cities still fall far short of attaining 
the standard of one acre of park for each 100 
population, but the number meeting the stand- 

Article nn •'Re.rc.rtion" in 1943 Social Work, Year 
Rook. p. 427. 
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Table 104 


nvuuiut “ —- 

All Cities 

25 Per Cent' 

‘Best Cities" 

Number 

of Cities 

Average Number 
of Persons 

Per Acre of Park. 

Number 
of Cities 

Average Number 
of Persons 

Per Acre of Park 

Population Group >935 ' 94 ° 

't 935 ‘940 

1933 1940 

s r\ _ . _ 

1935 ‘940 

An 


Total (or average) 

1,000,000 and over 
500,000 to 1,000,000 
250,000 to 500,000 
100,000 to 250,000 
50,000 to 100,000 
25,000 to 50,000 
10,000 to 25,000 
5,000 to 10,000 
2,500 to 5,000 


1,068 1,282 368 300 

5 5 338 330 

« 8 254 214 

20 161 145 

48 242 207 

83 298 203 

145 399 2 3 * 

312 3 6 5 2 43 

358 430 445 

303 393 2 4 2 


5 
8 

20 

47 

84 

*39 

275 

299 

191 


1 

2 

5 

12 

21 

35 

69 

75 

48 


32* 

1 

2 

5 

12 

2X 

3 j 

78 

90 

76 


220 

219 

63 

59 
72 
66 

60 

61 

65 


254 

80 

67 

48 

46 

44 

45 
48 


^ CM* M* *• * “ ReCrMd0n ASK>CiJ,i0n • NCW YOrk • ,94 °' ’’ 

p. 2. 


ard is increasing, and many cities have far ex 
cecded it. Of the 1,465 cities reporting parks 
to the National Recreation Association in 
1940, more than one fourth, or 370, had at least 
one acre of park for each 100 people. On the 
other hand, 339 cities, nearly half of them 
above 5,000 population, reported that they did 
not have a single park. 

The wide range of conditions is revealed in 
figures showing the average number of per¬ 
sons per acre of park in the cities reporting to 
the National Recreation Association in 1935 
and 1940. (See Table 104.) In the latter year, 
the 1,282 cities comprising the entire reporting 
group provided an average of one acre of par 
for each 300 persons, or only one third of the 
standard. However, there was a wide variation 
among cities of different size. Towns of 5,000 
to 10,000, and the largest cities, had the least 
adequate park facilities, while those with 250,- 
000 to 500,000 population had the best record. 
These middle-sized cities, on the average, pro¬ 
vided twice as much park space as did the en¬ 
tire group. 

The most striking contrast was between the 
321 “best cities” and the entire group of 1,282. 
The best cities exceeded the standard by more 


than 100 per cent in providing more than two 
acres of park per 100 residents and, of course, 
were far ahead of the general average of 300 
persons per acre. Even among this group of 25 
per cent best cities, however, those over 500,000 
population failed to achieve as good a record as 
the smaller cities. 

Marked progress between 1935 and 1940 is 
indicated by the fact that in eight of the nine 
population groups the provision of park acre¬ 
age increased for all cities in the group. Simi¬ 
larly, with two exceptions, all of the popula¬ 
tion groups in the 25 per cent “best cities” made 
a better showing in 1940 than in 1935- 
After the defense program began, with 
growing shortages of labor and materials ant 
restrictions on nonwar activities, there was a 
sharp curtailment in expansion of park acre¬ 
age and other municipal recreational activities. 
Except for emergency provisions in war-con¬ 
gested areas, the situation at the end of the war 
was much the same as in 1940. 

C. CURRENT EXPENDITURES REQUIRED TO 
SATISFY NEEDS 

The National Recreation Association esti¬ 
mated that it would cost $1.50 per capita an- 
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nually to provide adequate municipal recrea¬ 
tion opportunity. Of this amount, approxi¬ 
mately 75 cents is required for recreation lead¬ 
ership; 50 cents is needed to maintain areas, 
buildings and facilities used in connection with 
the recreation program, such as golf courses, 
swimming pools and tennis courts as well as 
playgrounds, playficlds and indoor centers; 
and 25 cents is required for supplies, supple¬ 
mentary personnel and other expenses inci¬ 
dental to the activities program. This estimate 
would, of course, have to be adjusted to the 
higher postwar cost level. 

There arc other municipal services which 
contribute to the recreation of the people, al¬ 
though they arc seldom furnished by the mu¬ 
nicipal recreation department. Among them 
arc the traditional services of the park depart¬ 
ment in the maintenance of general park areas 
not used for active or organized recreation, the 
operation of zoological and botanical gardens 
and museums, the care of street trees and the 
provision of such special activities as band con¬ 
certs and community celebrations. An addi¬ 
tional Si.50 per capita is probably required for 
these various services. Therefore. $3.00 per cap¬ 
ita is suggested by the National Recreation As¬ 
sociation as the standard of annual expendi¬ 
ture lor all forms of municipal recreation serv¬ 
ice in American cities, exclusive of capital ex¬ 
penditures for the improvement or extension 
of recreation areas anti facilities. That this is a 
fairly high standard is clear from the fact that 
average per capita expenditure in 1940 in all 
reporting cities was 70 cents, while the average 
was Si.60 in the 25 per cent "best cities.*’ 2 * On 
the other hand, these estimates were based on 
the prewar purchasing power of the dollar and 
would have to be increased to meet postwar 
cost levels. 

With an estimated urban population of S4.6 
million in 1950. and 92.5 million in it/o, 7 * cur¬ 
rent municipal expenditures at the 5 }.°° per 
capita rate would amount to ^254 million in 

-*S. Slnnifrf.il and County Paris in the UniteJ States. 
National Rtvir.i(i<-n Aumblion, New Y-»rk, 1940. Tabic 
*>• P- VI- 

30. Ser Chapter 3 . sc»ii«>n 3 a, for a ilivmvinn of popu¬ 
lation cm mutes. 


1950 and to $278 million in i960. These totals 
(which are probably an understatement since 
they make no allowance for the fact that some 
of the “best cities" are already spending more 
than the $3.00 per capita standard) compare 
with actual recreation expenditures of $170 
million by all local governments in 1941. No 
comparable standards have been established 
for state and federal recreation services, but it 
t be reasonable to assume that they should 
bear die same relation to municipal require¬ 
ments as they did to actual local government 
expenditures in 1941. Local government ex¬ 
penditures were 84 per cent of total govern¬ 
ment expenditures in 1941 (as shown in Table 
101). 

On this basis, S254 million of municipal ex¬ 
penditures would mean $300 million total gov¬ 
ernment expenditures for 1950, while the cor¬ 
responding figure for i960 would be about 
S330 million. 

d. ESTIMATED CAPITAL NEEDS 

On the basis of what the National Recrea¬ 
tion Association described as "the widely ac¬ 
cepted standard of one acre of park and rec¬ 
reation space for each 100 of the population” 
and the 1040 urban population of 74.8 million, 
our cities would have "needed" 748,000 acres 
of park and recreation space in 1940. For 1950, 
with an estimated urban population of 84.6 
million, 846,000 acres would be required, and 
in i960 needs would rise to 925.000 acres. 

The actual acreage of municipal park and 
play areas is unknown, but a rough estimate 
can be made on the basis of a survey covering 
the year 1940 conducted by the National Park 
Service in cooperation with the National Rec¬ 
reation Association and the American Insti¬ 
tute of Park Executives. 20 This showed that 
out of 1.^04 urban communities from which 
rcjiorts were obtained, 1,465 reported 19,336 
parks with a total acreage of 444,121. There 
were wide differences among communities of 
different size in the average park acreage per 

30. Municipal ami County Paries in the United States, 
Tabic 1, p. 1; Tabic 6. p. 9. 
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city however, with a considerable proportion assumption that .20 million persons will avail 
of y t’hc smaller cities and towns reporting no themselves of these recrcauonal facilities, som 
narks at all If the reporting communities in 600,000 acres would be required in > 9 ^; In 

g£%ss= ssaass 

of the cities not reporting are 'ke'ytof*' P , css than S , 4 mil- 

out parks than of thoS 'Xn oafk”nd rec ea- lion. Thus the total requirements for urban 
estimated that the ■W -ban park ncar . U rban recreational facilities are over 

uon space was abou■ 5 W™“£*■ acres , es5 Jl 6 bimon , or about $.oo million a year. 

Thus, the 1940 acrca e 4 * ■ * Requirements for rural recreational facilities 

than the standard of one^crejor eac,^ too JJ- ^ ^ of Bd lion . On 

would be^cquircd hi .JfcThe .*0 survey re- the assumption .ha, programs for these areas 
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vcalcd, on the basis of reports from 1,031 cities 
a total park area of 353*» s 4 acres with a total 
value of $1,654,507,843. or an average value per 
acre of $4,685. In all probability, considerably 
.. < ■ I ... llxc vnlllC 
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would be set up on a 25-year basis, annual ex¬ 
penditures at the lower figure would be $172 
million. These requirements comprise: an ad¬ 
dition of 4 million acres to the 2 million in 


acre of $4,685. In all probability, consit era ir j. s ;ll a cosl 0 t over $2 billion; addi- 

lcss than half of this sum represents the \ • jUi to the less than 22 mil- 

of the "raw land," so tha, bu. dmgs andi- (orcs(s and lhe National Park 

provements may average as much as S3, p m ^ a £OS| of 5,00-500 million; 10.000 

acre. 1 1 narkwavs to be added to the 1,300 

On this basis and on the reasonable as„mp- miles a COb , o( Sl . 5 - 2 . 5 billion; 

tion that there was virtually no dc l frontacc developed for the pub- 

of urban parks after thcdcfcnscprogram be- ^ ^ q£ cach I10>O00 persons living within 
gan in 1930, toial capital cx l K " d ' l V.. . , IOO milc , o( ( | lc coast and Great Lakes, or 
buildings and improvements on the ad , ine aI an estimated cost 

425,000 acres required by .960 would amount 

to about $1,275,000,000. Over a 15-ycar py » • || therefore, we would have to spend 

annual expenditures for buildings and .«- b.Uion to develop ade- 

provements would run to $*5 ">>' . ate outdoor recreation and play space for the 

Several cues have undertaken sjk ' ulalion according to the standards stated 

non studies to determine P cacl1 ."" ' ^ vc . Some of this could be programmed over 
needs and have formulated »P cc,h = P h fof a period, ,| 1C , cst would probably have 

of development With an order of I ri 5 > Annual expenditures to meet 

each project. New York City has drawn, ac- ^e^s.Annc ^ ^ ^ 

tual plans and prepared specifications 
$115 million park and parkway expansion pro¬ 
gram that will involve recreation in us broad¬ 
est sense, to be coordinated with housing »n< 
school construction. 

To supplement municipal parks, we require 
near-urban recreational areas to serve arge > 
day-usc needs. Based upon an estimated need 
of five acres per 1,000 imputation ' and on the 


amount to $272 million. 

6 . Needs and Demand ■•<"« Recreation 

Estimated recreational cx|>cndiuircs for 195° 
and i960 can now be summarized. In 194° 

r..H.c it art f an.! Rural Uni Vic. Re¬ 

sources I'ljnnmK l Ioar ' , ‘ l|* 'S'- 
32. Esliina.cs .krivol Iron. < » ' 9 - 
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Table 105 

Estimated Recreational Expenditures to Meet Needs and Demand in 1950 and i960 

Compared With 1940 and 1941 
{In Millions ) 


1950 i960 


Clast 

1940 

‘941 

' Probable 

Needs 

Probable 

Needs 

Total 

*3»534 

$4.°i2 

$4,697 

(A11940 Prices) 

$4,820 $6,630 

$6,750 

Current expenditures 

3.455 

3.9 2 9 

4.527 

4.6*5 

6.435 

6,520 

Consumer 

3.269. 

3.742 

4.3*5 

4.3*5 

5,*90 

5,*9° 

Government 

186* 

186* 

212 

300 

245 

330 

Capital expenditures 

79 

83 

170 

205 

*95 

230 

Private 

62 

67 

120 

120 

*45 

*45 

Government 6 

*7 

16 

50 

85 

5° 

85 


a. Fiscal 1941. b. Excludes needed expenditure* for nonurban facilities 

of $186 million in 1950 and i960 covered in Chapter 19. 


and 1941, total expenditures for recreation 
amounted to about $3.5 billion and $4 billion, 
respectively, of which current expenditures by 
consumers accounted for $3.3 billion in 1940 
and $3.7 billion in 1941, and by government 
for over $185 million for each of the two years. 
Private and public capital expenditures 
amounted to $79 million in 1940 and to about 
$83 million in 1941. Total "probable" expendi¬ 
tures arc expected to rise to nearly $4.7 billion 
in 1950 and to a little more than $6.6 billion in 
i960, of which consumer expenditures will ac¬ 
count for $4.3 billion and $5.2 billion, respec¬ 
tively. "Probable" government current ex¬ 
penditures are estimated at $212 million for 
1950 and at $245 million for i960, compared 
with $186 million in 1941. Taking account of 
additional "needs” as described above would 
increase government current expenditures to 
$300 million in 1950 and to S330 million in 
i960. "Probable" government capital expendi¬ 
tures would amount to $50 million in both 
1950 and i960, but if urban "needs" arc met the 
figure for both years would be $85 million. 
(See Table 105.) 

No attempt has been made to distinguish be¬ 


tween "needs" and “demand" (i.e., probable 
expenditures) in the case of the largest single 
item, consumer expenditures, or in the case of 
private capital expenditures. The reasons for 
this are obvious. Although recreation and re¬ 
laxation are now recognized as necessities in 
the modern world, and the community has ac¬ 
cepted responsibility for providing many pub¬ 
lic recreational facilities, nobody has yet had 
the temerity to establish "minimum standards 
of decency" for the use of leisure time, or a 
minimum budget for the purchase of the wide 
variety of recreational goods and services of¬ 
fered to consumers. How often, if at all, the 
consumer "should" be able to go to the movies 
or the horse races, how many mystery stories or 
decks of cards he "ought" to have the money to 
buy, what minimum of pool playing, bowling 
or skating is necessary to maintain mental and 
physical health, are questions on which there 
is unlikely to be any consensus among recrea¬ 
tion authorities. Indeed, the nature and pur¬ 
pose of most kinds of recreational pursuits are 
such that their essential contribution to the 
individual’s welfare would be lost once free 
choice were abandoned. 




CHAPTER 13 


EDUCATION 


“Popular government without popular edu¬ 
cation,” wrote James Madison, “is a prologue 
to a farce or a tragedy ” We were a long way 
from popular education at the time of this 
warning, and although we have come a great 
distance since then, we are still far from an 
educational program adequate to the demands 
of popular government in the twentieth cen- 
tury. 

We moved rather slowly toward this goal 
until 1880. At that time there were no effective 
compulsory education or child labor laws, and 
almost no provision for adult and technical 
education or for the teaching of handicapped 
children. A man with a secondary school edu¬ 
cation was unusual, and women found it par¬ 
ticularly hard to obtain education above the 
elementary level. Only a small percentage o 
public school teachers had any professional 
training for their jobs; school buildings and 
equipment were woefully inadequate. 

Today, popular education, although by no 
means universal, is provided on a constant y 
expanding scale. Education is one of the most 
widely available of all social services. Special 
attention is often paid to the education o 
handicapped children; vocational and adult 
education are widespread in the cities. 1 'C 
United States has more secondary school pu¬ 
pils and probably more college students than 
all the rest of the world. Equality of educa¬ 
tional opportunities for men and women has 
virtually been achieved. Professionally trained 
teachers are now the rule rather than the ex¬ 
ception. . 

The economic resources and efficiency ot me 

By William G. Carr, Associate Secretary, Na¬ 
tional Education Association, based in part on es¬ 
timates prepared by A. Benjamin Handler, As¬ 
sistant Research Director of this survey. 


United States are sufficient to provide a high 
quality of education to all. Nevertheless, we 
find startling inequalities of opportunity 
among the various regions, between city and 
country, and between white and Negro citi¬ 
zens. These inequities are the measure of our 
failure fully to achieve popular education. 

1. Prewar Status op American Education 
There are many ways of receiving an educa¬ 
tion other than sitting before a teacher in a 
classroom. Libraries, museums and certain 
foundations arc educational institutions. 
Books, newspapers and periodicals also play a 
part in the educational process. 

The American people spent $3.9 billion for 
education in all these categories in 1940: 
schools and colleges spent $ 3-3 Elions con¬ 
sumers spent $467 million for educational read¬ 
ing matter; and the remaining Si 17 m ‘ 1,on 
was spent by libraries, educational and re¬ 
search foundations and museums. There were 
almost 250,000 schools of various levels with a 
capital (land, buildings and equipment) value 
of SiM billion and endowments totaling §2.8 
billion. There were more than 1.1 million 
teachers. Enrollments in full-time day schools 
amounted to nearly 3 o million individuals, 
which was equivalent to almost three quarters 
of the population between the ages of 5 and 22. 
Part-time and adult formal education reached 
at least another 3.6 million people. 

Before the war, museums were visited by 50 
million people a year. Public libraries had 25 
million registered borrowers. Enough pam¬ 
phlets were printed to supply every man, 
woman and child with about two a year, and 
almost enough books were printed to supply 
everyone with one and a half a year. 1 he num¬ 
ber of periodicals printed and circulated ex¬ 
ceeded the total number in the population. 
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Table 106 

School Attendance as Per Cent of Population in Each Ace Group, 1890, 1910 and 1940 


Age Croup 


1890 


/9/0 


‘940 


. 85.O 

t 56.2 



5 

6 

7-9 

10-14 

15-18 

*9 

20 



■ 

49.2 

' 63.9 

797 . 


[ 32.9 



' 54-3 


17.0 ) 

52.1 \ 
81-2 J 

88.2 
43.6 
* 4-4 

8-4 


| 617 

J 

• 74-5 

| 37-9 

• 


62.6 


18.0 

69.1 

94-3 

94.8 

64.9 

20.9 
12.5 


‘ 74-8 


Source: Bureau of the Census. 


The circulation of morning and evening news¬ 
papers was sufficient to provide one paper for 
every three persons. The number of Sunday 
papers equaled the number of families. 

a. ORGANIZED EDUCATION* 

One of the outstanding achievements of this 
century has been the progress made in raising 
the general educational level of the American 
people. During the last 50 years school attend¬ 
ance has more than doubled. Slightly more 
than half the population between the ages of 
5 and 19 attended school in 1890. The propor¬ 
tion had increased to almost two thirds by 
1910 and to three quarters by 1940. The con¬ 
stantly increasing proportion of the population 
in school has included an ever-growing range 
of age groups. 

Over 90 per cent of all 10- and n-ycar-olds 
were in school by 1910. In 1040 the 7-14 age 
groups were all in the 90 per cent category, 
with the 15-year-old group close to it. Al¬ 
though the greatest increases in school attend¬ 
ance since 1S90 have occurred among adoles¬ 
cents over the age of 14. almost half of the 15- 
19-vear-olds still did not go to school in 1940. 
Attendance among five-year-old children is 
even less frequent, with less than a filth of 
these in school. (See Table 106.) 

Compulsory school attendance laws were 
first seriously considered, and the movement 

1. Data (or this sretion arc from the Bureau of the 
Census; tin- hicnni.il surveys of aliK.it ion conducted by 
the L'.S. Office of Education; the publications of the Ad- 


toward universal school attendance of children 
started, when the employment of children in 
factories began to increase rapidly. However, 
compulsion docs not wholly explain the re¬ 
markable increases in attendance among the 
age groups not affected by legislation. 

The explanation, in part, is that indus¬ 
try has not furnished employment for young 
people, and formal education for all between 
the ages of 5 and 17 or 18 has now become part 
of our national mores. Deficiencies in family 
incomes and the lack of secondary schools in 
sparsely settled areas largely prevented the 
achievement of universal school attendance in 
the upper ranges of this age group. The small 
attendance of five-year-olds is due primarily to 
failure of many school systems to provide kin¬ 
dergartens and nursery schools and to the fear 
of institutionalizing children at too early an 
age. 

For the adult population as a whole, about 
70 per cent have completed grade school, and 
30 per cent have failed to do so. The median 
school attendance in 1940 for persons over 20 
was S.8 years (i.c., half of all persons over 20 
years of age had completed 8.8 years or more 
of school). Hut for those between 20 and 24 
years old. who reflect the present status of edu¬ 
cation. the median was 11.2 vears. For those 
over 75, who finished school over half a cen- 

viiorv Committee on Education appointed by the Presi¬ 
dent in 1936: and Charles H. Judd. Vroblems of Educa¬ 
tion in the Unite J St.ires (Recent Social Trends in the 
United Stares. Monographs). McGraw-Hill Book Co.. New 
York. 1933. 
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Table 107 

Educational Level of Adult Populate b v Ace Groups, . 9 4 ° 
-” Percentage Who Completed at Least: 


Age Group 

Median School 

Year Completed 

Grade School 

High School 

2 Years 
College 

4 Years 
College 

Total — 20 or over 

8.8 

69.8 

27.2 

8-4 

4-4 

2.2 

20-24 

11.2 

83.0 

80.2 

44-4 

38.I 

9 1 

10.5 

jO 

5-9 

A -1 

25-29 

3°"34 

35-39 

10-3 

9-5 

8.8 

8.6 

77 * 

72.0 

68.9 

33-0 

26.9 

23*7 

IX.I 

9.8 

8-5 

6.3 

5-5 

47 
a.I 

40-44 

45-49 

50-54 

55-59 

60-64 

65-69 

8.5 

8.4 

8.3 

8.3 

8.2 

8.1 

62.5 

61.5 

599 

58.7 

55 * 

54.6 

199 

18.5 

17.1 

16.4 

14.2 

13.I 

7-3 

6.7 

6.0 

5-8 

** 

4.6 

38 

3-4 

3-3 

2.9 

2.6 

2.2 

70-74 
or over 

8.0 

5 i -4 

11-5 

3-9 

j 

Sou,,,: Bureau of the Cen.u., Populauon. . 94 °, V°'- IV -__ 

—... 1 1 


tury ago, the median was 8 years; for the 50- 
54-ycar-olds the median was 8.4 years. Thus 
the typical young adult today completes three 
years of high school, while the chances are 
that his father had less than a year m high 
school and that his grandfather ,ust finished 
grade school. (See Figure 15 and able 107.) 

The period between the two world wars has 
brought a striking growth. The pro^rnon 
completing grade school increased by a third 
with twice as many graduating from big 
school, and with comparable expansion at ti 
college level. But there is still much room fo 
improvement in both quality am < l uin ‘ 
Nearly one out of five young people fail.to 
complete grade school; less than hal grac 
from high school; and only one out o .0 « - 
tains education of the kind represented l>> 
junior college or its equivalent. 

Another indication of our educational prog¬ 
ress during the past generation is found m tnc 
fact that in 1917-1918 die typical (median) c 
listed man in the army had completed 7 years 

of schooling while in i 9 44 I* *‘ aJ ha,! 

Only 4.. per cent of enlisted men in World 

War 1 had finished high school; in W™ 


War II, more than 23 per ccm '-•■■b. ~ 

graduates. The proportion of college gradu¬ 
ates trebled between the two wars, rising trom 
,. 2 per cent in World War I to 3.6 per cent in 
World War II. (Sec Table 108.) 

(1). Elementary and Secondary Schools 

Public elementary and secondary schools arc 
the central core of organized education. In 
,940 only 6 per cent of all elementary and sec 
ondary schools were private schools. I hey ac¬ 
counted for less than 9 per cent of total outlays, 
and had less than 10 per cent of enrollment. 
Data on enrollment show that their relative 
status had not changed much since i> 90. 

School Plant 

There arc about 245,000 elementary anti sec¬ 
ondary schools in the United States A peak 
was reached sometime durin- World War I, 
the steady decline since then has been due .0 
the closing and consolidation of many one- 
room, one-teacher schools. The number of 
one-teacher sc1.ck.1s declined at the rate of 4,000 
n year during the I'P-s and at the rate of 
a year during the .yjo’s, llut there were 
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still 11.},000 such scliools in 1940, or almost 
half the total of all schools. 

The value of school property anil endow¬ 
ments in 1940 was $<>.7 billion, of which $8.7 
billion represented land, buildings and equip¬ 
ment. The per pupil value of public elemen¬ 
tary and secondary school property alone has 
inci eased almost threefold since 1020, or from 
$: 1 ^ to >;oo per pupil enrolled. P.ut facilities 
are - till inadequate. Even before the war some 
X2.»» Sv hool buildings, which were used by 
1..} million children, were considered unsafe; 
a mill 0:1 Jiildrcn attended school in tempo¬ 
rary structures; 600.000 attended school in 
double shifts or under similar arrangements 
because o, a shortage of space in school build¬ 
ings. 


Table 108 


Distribution op Samplings of Enlisted Men in 
the Army by Years of Education, 
World Wars I and II 



Percentage in: 

Years 0/ Schooling 

World War l* 

World War //*> 

Total 

100.0 

100.0 

Grade school 

76.7 

30-9 

High school 

4 years 

4- x 

23.3 

3 years 

2.7 

IX.2 

2 years 

4.8 

IO.9 

1 year 

6.3 

7-8 

College 

4 years 

1.2 

3.0 

3 years 

O.9 

2.0 

2 years 

*•5 

4.0 

x year 

1.8 

6.3 


a. Data adapted by the U.S. Office of Education from 
Memoirt. National Academy of Science*, 1921, Vol. XV, 
Chap. 10. 

b. "Educational Level of Men and Women in the Armed 
Force*" U.S. Office of Education, mimeographed memo¬ 
randum dated October l, 1944- 

Enrollment and Attendance * 

More than 28 million pupils were enrolled 
in elementary and secondary schools in 1940. 
These children represented 87 per cent of all 
children between the ages of 5 and 18, com¬ 
pared with 75 per cent of this age group en¬ 
rolled in schools in 1910 and a slightly smaller 
proportion in 1S90. 

A steady increase has occurred in the ratio 
of enrollments in elementary schools to the 
number of children from their fifth to thir¬ 
teenth birthday. In 1910 it was 73.8 per cent; 
in 1940 it was 84.1. Secondary school enroll¬ 
ments, however, have increased at a much 
more remarkable rate. They numbered less 
than 360,000 in 1890. During the next 50 years, 
enrollments in secondary schools increased 
twcntyfold. By 1940 the total of more than 7 

2. The data in this in lion are not strictly comparable 
to those presented above. They were compiled by the VS. 
OtEcc o: Education from reports by schools and refer to 
enrollments. 

The figures given previously were compiled by the Bu¬ 
reau of the Census on the basis of a house-to-house canvass 
and refer to attendance in school at a specific period. 
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million high school pupils constituted 72 per 
cent of the population of high school age. This 
rapidly expanding program of secondary edu¬ 
cation has undoubtedly been the major charac¬ 
teristic of our twentieth-century school system. 

Another measure of the increasing amount 
of education is the extension of the school 
term. Public schools were in session an av¬ 
erage of 135 days per year in 1890; in 1940 
they were in session 175 days. During the same 
period, the average number of days attended 
by each enrolled pupil increased from 86 to 
152, and absenteeism declined from 36 per cent 
to 13 per cent of enrollments. 

The average teacher-pupil ratio has also 
gradually declined from a peak of nearly 37 
enrolled pupils per teacher in 1900 to an aver¬ 
age of only 29 pupils by 1940- ln m * n V < j‘ t,cs ’ 
however, class size has increased markedly. 

Teachers 

Public elementary and secondary schools 
employed 880,000 teachers and private schools 
employed another 100,000 at these levels in 
1940. The number of teachers had more than 
doubled after 1900, while the number of pu¬ 
pils enrolled had increased by only two thirds. 
The average salary of teachers was S525 ,n 
1890; in 1920 it was only $871. It rose to its 
prewar level during the 1920's: in 1940 it was 

* Concomitant with the rise in salary level was 
an increase in the educational level of teachers. 
Until the present century, teacher-training in¬ 
stitutions for preparing elementary school 
teachers were themselves little better than 
modern secondary schools. Gradually they 
have improved until today about two thirds ol 
them are teachers’ colleges with four-year 
courses leading to degrees. In addition, libera 
arts colleges and state universities offer teacher¬ 
training courses. Before the war, a total ot 
about 1,200 institutions were giving courses in 
preparation for teaching. 

Great changes have occurred since 193 0 ,n 
the minimum educational requirements ot 

3. The figure for 1890 is for teacher* only; for 19*° anJ 
1940 it includes principals and supervisors also. 


teachers. At that time, only a few states re¬ 
quired more than one year of training beyond 
high school for elementary school teachers. To¬ 
day the situation is reversed. Fourteen states 
require four years of college for the lowest- 
grade regular certificate for elementary school 
teaching, and only about half a dozen states 
will accept persons with less than two years of 
such training. 4 As for secondary school teach¬ 
ers, at least four years of college or the equiva¬ 
lent is the rule in the majority of states, and 
five states require five years for teachers ot 
academic subjects. 

The Curriculum 

Important long-time changes have occurred 
in the content and methods of education. At 
one time, the major function of our schools 
was the eradication of illiteracy. As this prob¬ 
lem approached solution, the tendency was to 
direct education toward the broader aim of fit¬ 
ting the pupil for life in the modern world. 
There has been a movement away from the 
formalistic attitude that regarded education as 
completed after a certain age. Now education 
is looked upon as part of a continuous process 
lasting through life and constituting an essen¬ 
tial part of human personality. A century ago, 
Horace Mann expressed the ideal in the lan¬ 
guage of the time as “a knowledge of the pri¬ 
mary duties of man.” James Truslow Adams 
using the terminology of today, speaks ot 
-values to strive for . . . and knowledge and 
intellectual training ... of help in un er- 
standing the complexity of the lose'* with 
which [we have] to deal intelligently. I be 
practice of our elementary and secondary 
schools is now definitely closer to this ideal 
than it was at the beginning of the century. 

In recent decades, little change has occurred 
in the main features of the elementary school 
curriculum. By the early years of this century, 
most of the existing additions to the basic cur¬ 
riculum of the three R’s, geography and his- 
tory — such as hygiene, drawing, music and 
nature study - had already been made. Subse- 

4 . Education for Victory. Office of War Information. 
October 3. 1944. P- >°- 


3°3 



AMERICA'S NEEDS AND RESOURCES 


quent changes have been not so much in new 
"subjects” as in substantial enrichment of con¬ 
tent and change of emphasis. In secondary 
schools, there has been a decreased relative em¬ 
phasis on mathematics and ancient languages. 
The great change in content has resulted from 
the development of courses in the arts, social 
studies, commerce, science and vocational edu¬ 
cation. 

The most recent development has been in 
the field of social studies. This has been a mat¬ 
ter not only of increasing emphasis, but of new 
content and orientation as well. Society and its 
institutions arc currently regarded as part of 
man’s environment, and consequently of paral¬ 
lel importance to the physical world. This 
viewpoint is penetrating more and more into 
the secondary and even the elementary schools. 

Perhaps the major development in the con¬ 
tent of public education has been the emphasis 
upon utility. Where we used to recite ■’pieces,” 
we now practice ordinary polite conversation; 
where we used to study Latin, we now study 
Spanish, or some other modern language we 
arc likely to use; where we used to learn the 
"drum and-trumpet" history of successive 
wars, we now study current social problems in 
the lu;ht of their historical development; 
where we used to begin learning to read by 
memorizing the alphabet, we now begin to 
read by reading words; where we used to study 
phvsiologv, we now studv how to keep in good 
health. ’ 

Another development of great and growing 
importance has been the discovery ot the indi¬ 
vidual. Although methods of mass instruction 
have bv no means vanished. sch«*ols today arc 
far more aware of and responsive to individual 
dilTnvnccs than the schools of the nineteenth 
ceirnrv. Tests for estimating individual ca- 
p.ui:\- and interests are now widely used. 
"(iuid. :i« c'‘ — systematic, personalized and 
pri »L ssiMit.il advice to the student — is a recog¬ 
nized function of the teaching staff and covers 
sikh matters as vocational choices, planning 
for further education and |K.rsonaI a.liuomc nt. 
In most ci'it • and larger towns, a wide variety 
of special classes and services are available lor 


individuals whose educational needs differ 
markedly from the average. In the secondary 
school, some subjects are required of all stu¬ 
dents. However, there is always a margin of 
time in the high school curriculum which, un¬ 
der guidance, the student may use for learning 
those things that arc of greatest personal value 
or interest to him. This elective system has 
been accompanied by a diversification of sec¬ 
ondary school courses in an endeavor to pro¬ 
vide for all, or very nearly all, the youth of 
high school age. 

By the end of the last century, learning by 
means of memorized answers to the teacher’s 
questions was losing favor, and though this 
method has not altogether disappeared, pupils 
are now generally expected to think about 
what they have read and observed rather than 
to reproduce what they have memorized. The 
main function of the teacher is now conceived 
as a responsibility to stimulate and assist the 
pupil to learn, think and understand, rather 
than simply to impart knowledge by word of 
mouth. School libraries arc being substituted 
for single textbooks. Students have greater 
contact with physical objects, more attention is 
paid to constructive activities, and more at¬ 
tempts arc made to observe in practice what 
used to be merely read about in books. 

In elementary schools, both content and 
methods of teaching have shown progress 
toward the treatment of education as a unified 
and continuous process. Secondary schools 
have not all shown the same success in elimi¬ 
nating sharp subject-matter lines and integrat¬ 
ing subjects into .1 common body of knowl¬ 
edge. The task has been complicated by the ex- 
pansion of the curriculum, the rapid growth in 
enrollment and the consequent wider varia¬ 
tions in the requirements of pupils. 'I hese, to¬ 
gether with a growing overspecialization of 
teachers and departmentalization in adminis¬ 
tration. have prevented secondary education 
from moving verv far toward synthesis of sub¬ 
ject matter. The same general condition pre¬ 
vails in the colleges, where highly departmen¬ 
talized teaching is still the typical method of 
organized instruction. 
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Table 109 

Public Elementary and Secondary School Expenditure!, .89^.9^ 


Per Pupil 


Current 


Year 


Salaries 


Other 


Capital 


Total 


Enrolled 


In Average 
Daily Attendance 


{In Millions) 


1890 

1900 

X91O 

1920 

■93° 

194° 


91.8 

x 37-7 

253-9 

6x3.4 

1,295.2 

i,3<>9-5 


$ 22.5 

4 x.8 

102.4 
269.2 
650.7 

716.5 


$ 26.2 

35-5 

70.0 

*53-6 

370.9 

258.0 


\ M°-5 

2x5.0 
426.3 
1,036.2 
2,3x6.8 

2 . 344-0 


$10.04 

x 3- 8 7 

23-93 

48.02 

90.22 

92.16 


► i7- 2 3 
20.21 
33-23 

64.16 

108.49 

105.74 


Source: Statistical Summary of Education. I9S9~40. U S. 
Office of Education, p. 26. 


a. Doe» not include schools for the blind, deaf, men¬ 
tally deficient and delinquent. 


transformed into teachers’ colleges, although 
Expenditures - |n somc cases the change of name has been 

All public and private elementary and sec- ^ ^ fca| lhan changes in program. (Sec 1 able 
ondary schools combined spent S2.6 billion in ^ Bol h public | y a nd privately controlled 
1940, of which almost $300 million was for in$lUu(ions havc grown in number; but the 
capital expenditures. Of the total. 90 per cent conslilulcd 40 pcr cent of the total m 

was spent by publicly controlled schools and on i y 35 per cent m 1940- The P ubl ‘ c 

which, as shown in Table .09, »s more than ho wcver, tend to be larger ,n size . 

__-_cornt in 1000. Ot greater _ , r^nrhrrs’ college and normal 


ate. 


, •••- . n , juinv/i - i 

1900 to nearly $106 in .940 ~ is P?" 1 ? a 'V** ments are in public institutions, 
tion of the growth of the high school and the ^ ^ lhc valuc G f property and endou- 
relativcly higher cost of secondary compare mcnt 0 f institutions of higher education was 
with elementary education. When expressed bmionj o£ which Sa.8 billion con,.sled of 

in constant prices, the greatest increase oc- , and> buildings and equipment. Although pr - 
curred during the The previous dec- vatc institutions were almost twice as numcr- 

ade showed hardly any change, while the rue ou$ as <hc pubUc oncs , their physical property 
during the 1930’* was comparatively moder- nol worlh much more However private 

B institutions accounted for the bulk of endow- 

ments. In i W o. total property and endowments 
of all institutions of higher learning were one 

third larger than in 1930. 

In 1890 only 157.000 persons were enrolled in 

colleges, universities and macpciiu«>» 1- institutions of higher education, or 3 per cen 

sional schools, while more than half the rest, or ^ ^ population group of iS to 21 years of age. 
over 25 per cent of the total, were junior col- Durjng the ncx[ ?0 years, enrollments >n- 
lcges. The total number of institutions has in- c[ease | almost lcn fold, while the population of 

creased considerably since X920, with t ie great . - , 9i9 - 4 o. U.S. 

estexpansionixcurringinjunior^No, 
mal schools havc, to a considerable extent. 
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(2). Institutions of Higher Education 

There were 1,751 institutions of higher cdu- 

cation in x 94 o. Over half were degree-granting 

colleges, universities and independent prote - 
0 . I L.K ik<> rre. Of 
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Table iio 

Number of Public and Private Institutions op Higher Education, 1900-1940 

/900* /9/0* 1920 1930 *94Q 


Type ol School Public and Private Public Private Public Private Public Private 


Total 

969 

866 

4 X 4 

627 

5 X 9 

890 

610 

I » I 4 I 

Degree-granting universities, col¬ 
leges and professional schools 6 ) 
Junior colleges > 

Teachers’ colleges 

664 

602 

|5 

39 

5*9 

42 

6 

117 

129 

x 34 

684 

148 

6 

142 

217 

164 

855 

239 

x 7 

Normal schools 

305 

264 

266 

60 

*39 

52 

87 

30 


Source: U.S. Office of Education biennial survey*. b. Only independent professional schools not connected 

Public and private combined. Doc no. include pro- “ “ unttd - 

fessiooal schools. 


college age failed to double. By 1940, students 
totaled 1.5 million, which was 15 per cent of 
the college age group. 

The administrative and instructional staff 
numbered 132,000 in 1940, compared with 82,- 
000 in 1930. Thus, the faculty had increased by 
over 60 per cent, while students had increased 
less than 40 per cent during the same period. In 
the north central region, faculty members in 
1937 averaged 22 months of graduate study 
with one third having doctor’s degrees, one 
fifth master’s only, and 5 per cent no graduate 
work. The median salary of the instructional 
staff was $2,100, ranging from a median of 
$1,600 for instructors to a median of $2,900 for 
full professors.® 

The traditional college courses of theology, 
law and medicine have been supplanted in 
popularity by education, commerce and engi¬ 
neering. Bachelor’s and first professional de¬ 
grees granted in 1940 numbered 186,500, mas¬ 
ter’s degrees 26,700 and doctor’s degrees 3,300/ 
Of the total of 216,500 degrees of all kinds, over 
two thirds were in professional fields: educa¬ 
tion was first with 54,900; commerce next with 
19,700; engineering third with 15,800. An ex- 

6. William J. Haggerty and George A. Works, "Facul¬ 
ties of Colleges and Universities Accredited by the North 
Central Association of Colleges and Secondary Schools 
During 1936-1937," North Central Association Quarterly. 
January 1939. pp. 309-407. 

7. Statistical Summary 0/ Education. 1939-40. p. 33. 


pansion, and indeed a revolution, in the col¬ 
lege curriculum has resulted from the influx 
of new types of students and the growing com¬ 
plexity of our society. The demands of modern 
life have led educators to the conclusion that 
the high school curriculum is too limited to 
provide a complete general education. At the 
same time, the demands of specialization have 
resulted in an increasing emphasis on profes¬ 
sional courses during the last two years of col¬ 
lege. This trend has been accompanied by the 
development of the junior college. These de¬ 
velopments indicate that more people will 
probably continue their education for two 
years beyond high school. The achievement of 
this objective should, however, involve greater 
coordination between high school courses and 
those taught during the first two years of col- 

,c g c - , . 

Expenditures for educational purposes by in¬ 
stitutions of higher education in 1940 totaled 
$606 million, of which $84 million was capital 
outlay. Publicly controlled institutions spent 
55 per cent, and about half of the total went for 
salaries. Expenditure per student amounted to 
an average of $406. 

(3). Other Organized Education 

Data on other schools are incomplete. In 
1940 there were about 1,400 schools of nursing 
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Table hi 

Schools, Teachers and Enrollments, ry Type op School a nd Ace Group, . 94 ° 

Full-Time Enrollment! 

- Teachers r - 

Number Number Number 


Schools 


Type and Corresponding 
Age Croup 


Percentage of 
Population 


Total (s-^ 2 ) 

Elementary (5-14) 
Secondary (15-18) 

Higher institutions (19-22) 

Federal Indian 

Private commercial 

Nursing 

Other** 


(/n Thousands) 


244.3 

1,116.8 

29,932.9 

72 

207.0 

645.0 

21,106.7 

94 

1.8 

335-0 

I 3 I -5 

7 * ,2 3 ° 

1 > 493-2 

72 

16 

• 

M 

27-3 

- 

2.1 

3-9 

100.0 


M 

• 

a 

a 

82.7 

a 

— 


Source: Statistical Summary of Education. t 9 39 - 4 ». 


U.S. Office of Education. 


b. Privat^trade. correspondence. art. music. dramatic, etc. 


not affiliated with colleges and universities. Pri¬ 
vate commercial and business schools totaled 
2,100. In addition, there were a number ot fed¬ 
eral schools for Indians, as well as private voca- 
tional, trade, correspondence, Bible, art, music, 
dancing and dramatic schools. There were 27,- 
000 full-time enrollments in federal schools tor 
Indians, 100,000 in commercial and business 
schools and 83,000 in schools of nursing. 
Teachers in the first two numbered 1,400 and 
4,000, respectively. The publicly controlled cd- 
eral schools for Indians spent $10 million. Non¬ 
capital expenditures by private commercial, 
business, trade, correspondence and other 
schools amounted to $120 million. 

Data on part-time and adult education arc 
not complete. In 1940 about 2 million students 
were enrolled in evening and adult classes that 
were operated as part of the public school sys¬ 
tem. Federally aided vocational education, also 
operated as part of the public school system, 
reached almost 1.3 million part-time and eve¬ 
ning students and cost the public $55 mi ion. 
These vocational figures arc included in those 
already given for the public school system. En¬ 
rollments in summer sessions and in extension 
and correspondence work of higher educa¬ 


tional institutions amounted to about 750,000. 

Great impetus was given to preschool edu¬ 
cation by the Works Progress Administration, 
which conducted about 1,500 nursery schools 
These served both to provide education and 
care for small children and to give employ¬ 
ment to teachers and other school employees. 
Many of the WPA nursery schools were, in ef¬ 
fect, continued in operation under the Federal 
Works Agency’s program of community serv¬ 
ices in war-industry centers. 

(4). Summary 

The status of American organized education 
just before World War II can be summarized 
in terms of the number of students enrolled, 
the number and kinds of schools and teachers, 
and the cost of operating the school system. In 
1940 nearly 30 million students, or 72 per cent 
of the population of 5 to 22 years of age, were 
attending school full time. This required the 
services of more than a million teachers and 
the operation of nearly a quarter of a million 

schools. c 

More than half of the teachers and over four 
fifths of the schools in 1940 were devoted to the 
educational needs of the more than 21 million 
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Table 1x2 


Expenditures for Organized Education in 1940 
(In Millions ) 


Type of School 


School Expenditures 


Total 

Public 

Private 

Total 

$ 3 > 3 * 9-4 

$2,696.7* 

$622.7* 

Elementary ) 

Secondary ) 

2,584.0 

2 , 354-3 

229.7 

Higher institutions 

605.8 

332.6 

273-2 

Federal Indian 

9.8 

9.8 

— 

Private commercial etc. 

119.8 

“ 

119.8 


Sources: Statistical Summary of Education. S9J9-40. U.S. Office of Education. Sec alio Appendix 6. 
a. Includes capital outlays of $*58 million for elementary and secondary schools and $63 mil¬ 


lion for higher institutions. .... 

b. Includes capital outlays of $37 million for elementary and secondary schools and S21 million 
for higher institutions; consumption expenditures (which include depreciation) were >211.5 mil¬ 
lion and $274.1 million, respectively. 


5- to 14-ycar-olds attending elementary school. 
This was 94 per cent of the population of these 
age groups. Enrollments in secondary schools 
numbered 7.1 million, or 72 per cent of the 15- 
to 18-ycar-old group. Secondary schools num¬ 
bered 32,000 and employed 335,000 teachers in 
1940. Institutions of higher education em¬ 
ployed more than 131,000 teachers and had 
nearly 1.5 million students enrolled. The data 
in Table m arc slightly incomplete because 
they do not include some of the enrollments 
for part-time work in public school evening 
and adult classes, private commercial schools, 
and university summer and extension courses. 
Nor do they include enrollments in certain cor¬ 
respondence, trade, art, music, dancing and 
dramatic schools. 

Total school expenditures in 1940 amounted 
to $3.3 billion, of which nearly S2.7 billion were 
made by public schools and over $600 million 
by private. Elementary and secondary schools 
accounted for almost $2.6 billion, or more than 
three fourths of the total. (See Table 112.) 

b. INEQUALITIES IN ORGANIZED EDUCATION 

For die country as a whole, our facilities, ac¬ 
complishments and expenditures for education 
arc impressive. However, an examination of 


the variations in educational opportunity and 
the quality of education shows that we still 
have far to go before we have truly popular 
education. Education is universal now in the 
sense that almost every child gets some kind 
and amount of schooling. But it is still unequal 
both in kind and amount. Some communities 
have excellent schools which the pupils attend 
over a long period of years; others have poor 
schools which the pupils attend briefly and in¬ 
termittently. Local needs and standards vary, 
and local resources and efforts influence the 
quality of education. Standards of teachers’ 
qualifications and the variety of curricular op¬ 
portunities also vary widely from one commu¬ 
nity to another. Finally, the American school 
system is selective. Ability to profit by ad¬ 
vanced education is one factor in the oppor¬ 
tunity to secure it. But another selective factor 
of almost equal importance is the individual’s 
ability to finance a program of higher educa¬ 
tion. Many persons who arc qualified for 
higher education and could benefit from it 
cannot afford it. 

Regional Differentials 
Children in the southern states do not have 
the same educational opportunities as in other 
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shorter and the schooldeavmg age lowej.Jhe e ^ 0 " a ''“' cqilire school attendance to the 
generally lower educational level birthday. However, exccpuons are 

population in the South ind,cates that oppor- Loopholes" exist in 

tunities have been less for somei urn ^ ^ aUcndancc laws , a nd enforcement is 

The average length of the scho0 ' oflcn cx , rC mely lenient or even entirely lack- 

the various states during 1940 ra g jn Those states with the lowest school-leav- 
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<s» ™. ..!■) Tho tl to WoTodul. educational level. The 

longest average session and the shortes 9 ion c f persons 25 years old and over 

per cent, while the differential «««»* ^ had nol completed more than four years 
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enrolled was 45 P« cent. Absenteeism rang f(|U[ of schooling can be regarded as a 

from .4 days per enrolled pupil m Ohio to 37 j ndica ,j 0 n of near-illiteracy, then more 

in Oklahoma. Lost time is not necessarily re ^6 ^ ccm q{ |he inha bitants of Virginia, 
flection on the school system since ,t C arolinas. Georgia, Tennessee, Alabama, 

pends largely on such conditions as weathe Arkansas, Louisiana and New 

health and income. However truancy may b >£„ hclMMth , his kvel. It is true that 

due, in part at least, .0 a of educational M- ^ ^ ^ 

opportunities that arc well adaptet < opportunities than others, and many of the 

vidual needs, abilities and interests. u f cducalcd have migrated to oilier states. 

The average value of school properl7 pc ^ ^ w holc, the blame for deficiencies 
enrolled pupil in 1940 ' vas S 3 °° { <* lhc docs n ot rest with the administration ot the 

States as a whole. Hut it ranged from S > »n conccrnc d. The basic cause is lack of fi- 

Tennessee, $84 in Alabama and $93 *n ^rkaii fal rcsourccs . In f aCl , those states least able 

sas to $504 in Delaware, fc* »n lo support an adequate educational program 

and $552 in the District of Columbia. In g lcndcd lo ma kc a greater efTort to do so. Cur- 
eral, low value of property is an indication, o ^ expenditures varied from 39 to 160 per 

inadequacy in school buildings and cqu > ^ ^ abiUly to pay .‘ Twenty-six suites and 

ment. However, the differentials can be P Y ^ Dislrict of Columbia made less effort than 
explained by the higher value of land in c,ties werc capab lc c £ making, although the 

and the need for more costly buildings in sWlcs w j lb d ,c best educational facilities are 

North. . included in this group. Twenty states spent 

Annual teachers salaries averaged *« 44 «. morc lhan t hcir theoretical ability to pay. with 
but ranged from $559 to $2,604, with 14 New Mcxico , Arizona, Mississippi, South Ua- 

bclow $1,000, and with Mississippi and A * ^ and South Carolina having a ratio of cx- 

kansas below $600. Although prevailing < • - dilurc lo ability of 125 or more. Alabama, 
ferences in cost of living may offset some ot » Loujsiana and Georgia were also among the 
these differences in salaries, real and substar ma king an effort greater than their theo- 

tial differences in purchasing power obvious y ^ pay Among the states with the 

exist. . least adequate educational programs, Arkan- 

try as a wholc. Nine states spent under ^ 
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Table 113 

Educational Differentials in the United States, 

1940 


Slate 

Average 
Number 
of Days 
in School 
Session* 

Average Num 
her of Days 
Attended by 
Each Pupil 
Enrolled* 

• Value of 
School 
Property 

Per Enrolled 

Pupil 

Average 

Salary of 
Teachers 
(Including 
Principals and 
Supervisors)* 

Current 

Expense 

(Excluding 

Interest) 

Per En¬ 
rolled Pupil* 

Percentage of 
Adults 25 Years 
of Age and 
Over Who Had 
Not Completed 
More Than 4 
Years of School 

United States 

*75 

* 5 2 

$ 3 00 

**> 44 * 

% 88 

*4 

The North 

Maine 

178 

161 

2*7 

894 

64 

7 

New Hampshire 

176 

*57 

326 

*,258 

9 * 

8 

Vermont 

*79 

*56 

2 4 X 

981 

85 

6 

Massachusetts 

180 

162 

447 

2.037 

**5 

10 

Rhode Island 

180 

*57 

390 

1,809 

*05 

*4 

Connecticut 

*83 

*67 

433 

1,861 

109 

XI 

New York 

184 

*59 

526 

2,604 

*57 

12 

New Jersey 

185 

164 

499 

2,093 

*36 

12 

Pennsylvania 

182 

164 

355 

*,640 

92 

12 

Ohio 

181 

*67 

287 

*>587 

96 

8 

Indiana 

170 

*49 

304 

*>433 

96 

8 

Illinois 

*85 

162 

45 2 

1,700 

**5 

10 

Michigan 

183 

*63 

377 

*> 57 6 

92 

TO 

Wisconsin 

180 

164 

473 

*>379 

9 * 

9 

Minnesota 

*73 

*54 

390 

1,276 

100 

7 

Iowa 

*77 

*53 

270 

*,017 

86 

4 

Missouri 

*79 

*53 

252 

*.*59 

80 

10 

North Dakota 

*73 

*54 

3*5 

745 

69 

11 

South Dakota 

*75 

*54 

3*>5 

807 

86 

7 

Nebraska 

176 

*55 

298 

829 

74 

6 

Kansas 

172 

* 5 2 

3*5 

*,014 

83 

6 

The South 

Delaware 

182 

163 

504 

1,684 

109 

*3 

Maryland 

188 

168 

301 

1,642 

84 

*5 

District of Columbia 179 

*54 

55 2 

2,350 

*32 

8 

Virginia 

180 

*57 

156 

899 

48 

23 

West Virginia 

176 

160 

*87 

1,* 70 

64 

16 

North Carolina 

164 

*47 

*34 

946 

4 * 

26 

South Carolina 

*63 

* 3 ° 

no 

743 

40 

35 

Georgia 

162 

128 

109 

770 

42 

30 

Florida 

167 

148 

228 

1,112 

58 

18 

Kentucky 

*59 

* 3 ° 

*24 

826 

47 

20 

Tennessee 

166 

*38 

80 

862 

44 

22 

Alabama 

*54 

* 2 7 

84 

744 

36 

29 

Mississippi 

146 

116 

98 

559 

3 * 

3 ° 

Arkansas 

*59 

*27 

93 

584 

3 * 

23 

Louisiana 

169 

* 4 2 

*54 

1,006 

57 

36 

Oklahoma 

176 

*39 

160 

1,014 

63 

*3 

Texas 

* 7 2 

*44 

2I 5 

*,079 

66 

*9 
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Table 113 (continued) 

State 

Average 
Number 
of Days 
in School 
Session* 

Average Num¬ 
ber of Days 
Attended by 
Each Pupil 
Enrolled* 

Value of 
School 
Property 

Per Enrolled 
Pupil 

Average 

Salary of 
Teachers 
(Including 
Principals and 
Supervisors)* 

Current 
Expense 
(Excluding 
Interest ) 

Per En¬ 
rolled Pupil • 

Percentage of 
Adults 25 Years 
of Age and 
Over Who Had 
Not Completed 
More Than 4 
Years of School 


The West 



352 

Montana 

172 

157 

Idaho 

175 

153 

244 

Wyoming 

177 

149 

235 

Colorado 

172 

155 

3°3 

New Mexico 

175 

* 4 ® 

*43 

Arizona 

169 

136 

212 

Utah 

175 

159 

3°9 

364 

Nevada 

171 

150 

Washington 

179 

148 

3*2 

3 ? 2 

369 

Oregon 

174 

*53 

California 

177 

*57 

Sou,,, Biennial Suruey n, EJuea.ion. .Mr*. ^ Office cl Educoon. 
a. Public elementary and lecondary ichool* only. 


1,184 

1,057 

1,169 

*.393 

1 .M 4 

*.544 

x >394 

1.557 

1,706 

1.333 

2.351 


i °9 

78 

i °9 

92 

96 

78 

131 

105 

97 
142 


7 

5 

7 
9 

27 

19 

5 
9 

6 

5 

8 


sas, North Carolina, Tennessee and Virginia 
made less effort than they could have made. 

Urban-Rural Differences 
The one-room school is gradually disappear¬ 
ing, although about 15 per cent of all ele¬ 
mentary school pupils arc in one-room, one- 
teacher schools in the open country. These arc 
low-cost schools, usually housed in poor build¬ 
ings, with low-salaried teachers who arc apt to 
be inexperienced and poorly prepared. 1 he 
low quality of instruction is partly due to the 
inadequate teaching staff; partly to the impos¬ 
sibility of securing specialized services, me u - 
ing supervision; and partly to meager school 
supplies and equipment. Only if the school is 
part of a large administrative unit can ade¬ 
quate services and supplies be provided. 

The most common type of one-room, one- 
teacher school has about 16 pupils. One young 
woman, paid less than $800 a year, gives in 
struction for about eight months to pupils in 

9. Principle and Methods of Distributing *‘ de ’ al *'* 
lor Education. Advisory Committee on Education. « 939 - 

Table l, p. 12. 


all eight grades, one is me tcuwi 
ian, dietitian, clerk, janitor, business agent 
and psychologist. She brings far less prepara¬ 
tion and maturity to this complex task than her 
colleagues in the urban areas who can cal 
upon many types of specialized educational 
services for assistance. She will remain on the 
job only a year or two. If she is reasonably suc¬ 
cessful, she will be offered a better-paying po¬ 
sition in the near-by town or city. Or she may 
marry or enter some other occupation. 

This is about how she spends her day. At 
nine o’clock the Pledge of Allegiance is re¬ 
cited, and if the weather is clear the flag is 
hoisted over the little school building. At 9:10 
she teaches reading to the beginners. At 9:20 
one or two second-grade pupils have a short 
reading lesson. At 9:30 < hc third grade gets 
ten minutes’ time for reading instruction. 
Then will follow a half hour of silent reading, 
with some individual help, for all grades. At 
10:10 the upper grades arc taught spelling, and 
at 10:30 the entire school has a 15-minute re¬ 
cess. Beginning at 10:45, the arithmetic classes 
for the different grades follow at 10-minute in- 
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Table 1x4 

Urban-Rural Public School Dipperences, 1940 



Urban 

Rural 

Number of school buildings 

37»700 

189,062 

Pupils enrolled per school building 

353 

63 

Teachers* per school building 

11.8 

2-4 

Number enrolled as per cent of population aged 5-17 

90 

8x 

Average days in school session 

182 

x6 7 

Average days attended by each pupil enrolled 

158 

*45 

Average teacher* salary 

Current expcnscs b per pupil in average daily attendance 

$*.937 

$105 

t 

Value of school property per pupil enrolled 

S405 

$185 


Source: Statistical Summary ot Education. 1939-40. U.S. Office of Education. 

a. Including principals and supervisor*. 

b. Excluding interest. 


tcrvals. At 11:45 the entire school has a writing 
lesson. Lunches arc unpacked and eaten at 
noon. The teacher and some of the pupils may 
have found a few minutes to cook a supple¬ 
mentary hot dish of soup or cocoa. In the after¬ 
noon there arc classes in language, grammar, 
hygiene, civics, geography, history. If the 
teacher is ingenious and well advised, she will 
find some opportunities for teaching through 
individual study and for combining classes and 
grades. At four o'clock, school closes and the 
teacher has nothing left to do but clear up the 
schoolroom, grade the day's papers, prepare 
the next day's lessons and fill out the reports 
required by law. 

City dwellers, who think a two-story build¬ 
ing with less than a dozen teachers and a prin¬ 
cipal is a "small” school, need to remember 
that the schools they know arc not the schools 
that arc typical of America. Although our 
largest public high school has over 10.000 stu¬ 
dents. over 1.S00 public high schools have less 
than 25 students, 467 high schools have less 
than 10, and the median public high school has 
140 students and a faculty of only six. 

Rural education is definitely inferior to ur¬ 
ban education, as is suggested in Table 114. 
Rural children, as a group, have a school term 
about S per cent shorter than urban children, 
and they attend school about 8 per cent fewer 


days. Their teachers are paid about half as 
much, and current expenses per pupil are only 
two thirds as much as in urban schools. In ad¬ 
dition, the value of school property per pupil is 
less than half that of urban school property. 
Furthermore, rural children have practically 
no opportunity to attend kindergarten. 

Racial Differences 

In 17 states and the District of Columbia, 
Negro and white children arc segregated in 
separate schools. With some exceptions, the 
quality of education is much inferior in the 
Negro schools, as is shown in Table 115. In 
recent years conditions in this respect have im¬ 
proved substantially, but the fact of differential 
treatment still remains. For example, in the 17 
southern states and the District of Columbia, 
the average attendance by each Negro child 
enrolled increased from 97 days to 126 days be¬ 
tween the school years of 1929-1930 and 1939- 
1940. During the same period, the average 
school term for Negro schools rose from 132 
to 156 days, the percentage of all pupils in the 
high school grades increased from 4.9 to 10.5, 
and the pupil-teacher ratio declined from 44 to 
38- 

10. David T. Blosc and Ambrose Calwer. Statistics on 
the Educanon of Xegrocs. Circular 215. U.S. Office of Edu¬ 
cation. June 1943. PP- 6 - 
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Table 115 

Racial Differences in Public Schools in Certain States, 1940 


State 


Average Days in 
School Session 


Average Days 
Attended by Each 
Pupil Enrolled 


Enrollments 
Per Teacher * 


Average Salary 
of Teachers* 


Whites Negroes Whites 


Negroes Whiles Negroes 


Whites Negroes 


Total 


170.8 156-3 M 5 ° 


Alabama 

x 57 - 1 

146.8 

130.0 

Arkansas 

163.1 

* 44-3 

132.0 

Delaware 

182.9 

177-5 

163.2 

Florida 

168.6 

164-* 

151-7 

Georgia 

165.8 

155-4 

133.8 

Kentucky 

158.2 

I 7 0, 4 

129.3 

Louisiana 

Maryland 

Mississippi 

Missouri 

I 79 - 1 

187.8 

165.4 

178.6 

151.1 
186.7 

124.1 
187.0 

152.3 

170.2 

135.6 

* 53-4 

North Carolina 

164.3 

164.4 

149-3 

Oklahoma 

, 75 , 7 

1750 

> 39-4 

South Carolina 

174.8 

146.7 

146.5 

Tennessee 

Texas 

166.2 

* 73-8 

l66.8 

161.6 

137-8 

I48.I 

Virginia 

West Virginia 

180.2 

176.1 

180.2 

176.1 

158.8 

159-9 

District of Columbia 

178.8 

178.8 

156.7 


125.7 

29.2 

37-7 



120.5 

112-7 

3 * *5 
33-7 

42.0 

44.0 

S 878 
636 

$ 4 12 
375 

156.8 

139.2 

118.5 

25.6 

25.7 
29.0 

28.8 

3 11 

38.8 

I » 7 , 5 

1,148 

924 

i,5°o 

5 8 5 

404 

b 

137-5 

125.0 

159-1 

95-9 

30.3 

27.6 

31.0 

3 J -3 

27.2 

41.9 

34-8 

45-7 

b 

1.197 

1,689 

776 b 

5°9 

1,446 

232 b 

151.5 

26.2 

3 2 -5 



140.0 

137.8 

Hi 

37-3 

27.9 

1.027 

1,016 

737 

993 

110.2 

* 7-9 

38.1 

953 b 

39 L 

137.2 

126.1 

3 J -3 

26.7 

37-2 

34-4 

M 3 8 

705 

150.8 

29.2 

35-3 

987 

b 

605 

b 

162.9 

28.1 

27-3 



149.8 

27.7 

34.0 

2.350 

2.350 


-- 7 “ 7 ” 7 Tj S a. Including principal* an«l supervisors. 

Source: Statistical Summary of Education. I9J9~4 • ^ p al<| no , available. 

Office of Education. - 


With a third as many Negroes as white pu¬ 
pils enrolled in the states shown in 1 able 
115. there were only one quarter as many 
teachers in Negro schools. '1 he average c ass 
size in the white schools was 29. and in Ncg rM 
schools 38. School terms were shorter in Negro 
schools, and absenteeism considerably greater. 
The greatest differences were in teachers* sala¬ 
ries. In at least five states, average salaries lor 
Negroes were less than half those for whites. 

c. informal education 
Education is not limited to the organized 
school system. Hooks, magazines and news¬ 
papers contribute to education as well as to rec¬ 
reation. Similarly, the spoken word — lectures, 
radio broadcasts, etc. — helps to fill both needs. 


Museums and foundations also perform edu¬ 
cational functions. 

Total expenditures for printed materials can 
be readily estimated, but it is difficult to divide 
them between educational and recreational 
uses. Here it is assumed, more or less arbi¬ 
trarily that 58 I*' cent fall into .lie Inst cate¬ 
gory .* 1 The amount spent for the educational 
spoken word cannot be measured, lor it is so 
entangled with other expenditures (particu¬ 
larly in the case of broadcasting) as to be com¬ 
pletely inseparable from them. 1 he cost of mu¬ 
seums is known. Though foundations are es¬ 
tablished for a variety of purposes, they are all 
treated here as educational and all their cx- 


Following -be distribution in |uli"* Wdnbcfiscr. 
• -Economic Am««* of K-cc.-on. Harvard Hum,ess he 
new . Summer 19J7- 
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pcnditurcs arc similarly classified. Expendi¬ 
tures for public libraries are partially for books 
and hence involve some duplication. Since not 
all public libraries are reported and since the 
proportion of books regarded as educational is 
arbitrary, the duplication is allowed to remain. 
There are a number of institutes, unions, com¬ 
missions, bureaus, boards, societies and associa¬ 
tions with educational functions, for which no 
information is available. This omission is prob¬ 
ably offset by the inclusion of all foundations. 
Hence, the total expenditure for informal edu¬ 
cation is roughly estimated as $574 million in 
1940. This comprises private expenditures for 
reading, and by foundations, museums and 
libraries, and for museums and libraries, pub¬ 
lic expenditures as well. (Sec Table 116.) 

Reading 12 

The American people spent $467 million for 
educational reading matter in 1940 and an ad¬ 
ditional $338 million for recreational reading. 
Thus, total reading cost us $805 million. Of 
this amount, 71 per cent was spent for news¬ 
papers and magazines, while the remainder 
was chiefly for books and maps. 

In 1939 there were over 180 million books 
and almost 300 million pamphlets published in 
the United States. School texts were by far the 
most numerous class of books, with juvenile 
literature second and fiction third. Before 
World War I, fiction led all other types, but 
the proportion of books of this type has been 
steadily declining. More copies of books were 
published in 1929 than in 1939, while the re¬ 
verse was true of pamphlets. 

In 1939 there were almost 5,000 magazines 
and periodicals published, with a total circula¬ 
tion of almost 240 million copies per issue. 
Most of these were specialized trade journals. 
Monthlies accounted for over half the total cir¬ 
culation. The circulation of all periodicals com¬ 
bined, as well as the average circulation of 
each, more than doubled in 30 years. 
Americans read more newspapers per capita 

12. Data on consumption expenditure* are from Ap¬ 
pendix 6; all other data from Cemu* of Manufactures. 
19 " 9 . 19 - 9 . 19 i 9 - 


than the people of any other country; more 
than 40 per cent of people over ten years old 
buy daily newspapers, and in 1942 there were 
enough papers printed to supply an average of 
one and a quarter newspapers per family. The 
real growth of our newspapers began with the 
demand for news during the Civil War. At the 
outbreak of that war there were less than 400 
dailies in the country; by 1900 the number had 
grown to 2,200, with a circulation of 15 mil¬ 
lion. Although the number of newspapers did 
not change appreciably between 1900 and 1930, 
circulation rose to 40 million. During the peak 
of interest in war news in 1943, circulation fig¬ 
ures reached 44 million. The number of papers, 
on the other hand, has dropped since 1930. 
High production costs, intensified competition 
and the wartime need to conserve paper 
brought the number of papers down to 1,787 
by 1942. 

Public Libraries 1 * 

There were almost 7,000 public libraries in 
the United States in 1939, but their facilities 
were available to only about two thirds of the 
population. Registered library book borrowers 
numbered about 25 million. Public libraries 
contained over 100 million books, or almost 
half the total in all libraries combined. The cir¬ 
culation of books amounted to 400 million. 
Professional librarians and clerical staff em¬ 
ployed by public libraries totaled 19,000 full¬ 
time and 10,000 part-time persons. 

Expenditures totaled $52 million, of which 
about $3 million represented capital outlay. 
This amounted to about 65 cents per capita of 
population in the area served and about 40 
cents per capita of the total population of the 
country. 

There are great variations in public library 
resources and services. About a third of the 
population lives in areas without public li¬ 
braries. To another third, the public library 
offers service of indifferent quality. Only for 
the remaining third are adequate facilities 
available. Deficiencies are greatest in rural 

13. Statistical Summary of Education. 1939-40; Library 
Service. Advisory Committee on Education, 1938. 
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areas, particularly in the South. Per capita ex¬ 
penditures range from only a few cents in 
some states to over a dollar in others. As in the 
case of schools, a close correlation exists be¬ 
tween economic resources and the adequacy of 
public libraries. 

Private Libraries and Museums'* 

Current expenditures in 1940 by privately 
operated museums and libraries amounted to 
$x6 million, a slight increase over the $15 m, »“ 
lion level of 1929. Data for museums alone 
show that their annual current expenditures 
increased from $2 million in 1910 to $x8 mil¬ 
lion before the war. Of this latter amount, 
probably $4 million was spent by public mu¬ 
seums, and another $4 million by school and 
college museums, which is already included in 
expenditures for organized education. Conse¬ 
quently, current expenditures by private mu¬ 
seums not connected with educational institu¬ 
tions were probably about $10 million. Since 
1926, capital outlays for buildings by museums 
have averaged about $5 million a year. 

In x 9 xo there were 600 museums in the 
United States housed in buildings worth W 
million. By 1939 the number of museums had 
increased to 2,500 and the value of their build¬ 
ings to $180 million. About half these institu¬ 
tions arc history museums, of which a large 
number arc historic houses. Science museums 
constitute a third of the total. The largest 
number arc art museums, accounting for halt 
of total expenditures. Before the war, new mu¬ 
seums were appearing at the rate of one a 
week. At present the northeastern part of the 
country has the largest and the southwestern 
area the smallest number of museums. About 
50 million people a year visit museums, which 
employ about 7,500 persons. 

Foundations 

Foundation expenditures for education and 
research in 1940 totaled $38 million. After « 9 2 9 » 
when expenditures were $79 million, there was 

14. See Laurence Vail Coleman. The Museum m Amer - 

tea, American Auociation of Museums, « 939 * - 

15. Geneva Seybold. American foundatsunsend sue 
fields, IV, Raymond Rich Associate*. New York. * 939 - 


Table 116 

Expenditures for Certain Types op Informal 
Education in 1940* 

(In Millions ) 

Type oj Expenditure Total Public Private 

Total *574 *53 * 5 2 > 

Reading 4«7 — 4«7 

Museums and libraries 69 53 10 

Foundations_ 3 ** _ 

a. Exclude* capital expenditures of $8 million, but in¬ 
cludes depreciation. 

a continued decline. Before the war, there 
were about 250 independent foundations (i.e., 
not part of a university, library or museum) 
disbursing substantial sums to outside bene¬ 
ficiaries. Their assets totaled about one billion 
dollars, largely in the form of endowment 
funds. One third of all the money granted by 
foundations was for projects in the field of 
medicine and public health, and one quarter in 
the field of education, with social welfare next 
in importance. Substantial sums were also dis¬ 
bursed for the physical and biological sciences, 
government and public administration, eco¬ 
nomics, the other social sciences, international 
relations, aesthetics, the humanities, and child 
welfare. Foundations have spent for education 
and research about three times as much as for 
other activities. 

Summary 

The estimated cost of the types of education 
just described, both public and private, is sum- 
marized in Table 116. In addition, capital 
outlays by museums and public libraries to- 
talcd $8 million. 

2. Education in the Transition Period 
During World War I, teachers left the 
schools in large numbers for more remunera¬ 
tive occupations. As a result, some schools were 
forced to close and many others had to employ 
substandard teachers. World War 11 had simi¬ 
lar consequences. The number of emergency 
teaching certificates issued to teachers with 
substandard qualifications increased from 
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2,300 in 1940-1941 to 69,400 in 1943-1944- 10 
The turnover of teachers in vocational sub¬ 
jects has been particularly high. After World 
War 1 the shortage of adequately trained and 
equipped teachers was so great as seriously to 
impair the quality of education. This experi¬ 
ence is now being repeated. 

It has been estimated that over 3 million 
youths —many of them under 16 —who 
would normally have been in high school, col¬ 
lege or professional school entered the labor 
force or the armed services. 11 This has resulted 
in greatly increased school attendance during 
the early years after the war. The effect has 
been most pronounced in higher education, 
where facilities and faculties were almost over¬ 
whelmed with students a year after V-J Day, 
and in vocational and part-time education. 
The federal government is furnishing a tui¬ 
tion and subsistence allowance to large num¬ 
bers of veterans who want to go back to school, 
irrespective of type or level.** 

With minor exceptions and limitations, such 
subsidies arc available to veterans honorably 
discharged after at least 90 days of service. 
These men and women arc entitled to receive 
subsidized education and training for a period 
of one year at any approved institution which 
accepts them as students. The longer the vet¬ 
eran has been in the armed services, the longer 
he may continue his subsidized education. 1 he 
federal government pays tuition and other 
customary fees to the educational institution. 
The veteran also receives a subsistence allow¬ 
ance of S65 a month and additional sums for 
dependents. 

As of March 31- almost 2 million vet¬ 
erans had applied for educational assistance 
under the Gl Hill of Rights. Of these, all but a 
very small percentage were eligible. As of that 
date, however, only half a million were ac¬ 
tually taking advantage of the educational op¬ 
portunities to which they were entitled under 
the new law. 

tC. .n /or Victory. Office of War Inhumation. 

October i;.j. p. 11. 

17. Si (V:. ;«t.r :: for ilivu^ioa «>: wartim employ- 


The satisfaction of deferred wartime higher 
education is not taking place at the “hustled- 
up” or “accelerated” pace of wartime pro¬ 
grams. Wartime stresses on specific purpose, 
physical fitness, health education, and scientific 
and technical subjects, on the other hand, are 
likely to be more enduring. Although the cul¬ 
tural and civic objectives need not be crowded 
out of the educational spotlight, they will cer¬ 
tainly have to share their popularity with occu¬ 
pational and scientific education. 

The war has had other effects. An expan¬ 
sion of adult education has occurred. Millions 
of persons, as a result of shifts from wartime 
to peacetime production, required special vo¬ 
cational retraining. Hundreds of thousands of 
war casualties needed vocational training and 
rehabilitation. 

The disqualification of numerous men from 
service in the armed forces because of illiteracy 
has served to focus attention on inequalities in 
educational opportunity. In 1940 there were 
almost ix million adults who had gone no 
higher than the fourth grade of elementary 
school. These persons arc for the most part il¬ 
literate or nearly so, and their lack of education 
is a handicap not only to themselves but to so¬ 
ciety. Perhaps some of their educational needs 
will be met by the expanded adult education 
program that has been developing since the 
end of the war. 1 * 

All in all. the unusual demand and needs for 
education that arc developing may encompass 
as many as 9 or 10 million adults, apart from 
illiterates. The cost will probably be considcr- 
ablv above a billion dollars, not including sub¬ 
sistence grants to veterans attending school. 

3. Education in the Postwar Period 

The American people, ideally, require the 
amount of education that will enable all citi¬ 
zens to manage their own social, economic and 

19. On the whole question of thr shift from war to 
peace, sre Re fort of /Ac Institute of Adult Education. G>m- 
mis'ion on Postwar Training and Adjustment. Teacher* 
Collc.-c. Columbia University. New York, 19.12: also J. C. 
Wricht. Vocational Training riohlen.s When the War EnJt. 
Vocational Division Leaflet No. 12. U.S. Oflicc of Educa¬ 
tion, I9JJ. 
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ard of living and realize their potenuaht.es an ^Cs of past trends and relationships, 

for a full and happy life. Under the system of On d>c b«* ol P ^ estima[ed at 

ethical values which we loosely ca P billion in 1950 and nearly $1.6 

cratic” this minimum amount o.education a little more 

must be provided unless there is to c a scr ‘° billion in 1940. Current expenditures 

weakening of the structure of democracy rt- lhcse estimates, would 

self. In addition, the MOM [JJ Je from less than loo million in .<M° » S 7 3° 

of persons possessing superior ah .1 ‘ “T m . iUion jn , 950 and S810 million in i960. Con- 

cultivated and socially directed by f - rxncnditures for unorganized or in- 

cation. This group includes physicians, teach- -m P on exfKnd.mresJo ^ ^ cdu . 

restrictions because of place of birt^ r p million - n ^ compared 

creed, color, sex or economic circumstance. m - 95 ^ ^ Qn tl , c gumption 
a. probable expenditures* 1 that private institutiims would account.for lcss 

The costs of education (as the field is de- than .0 per cent o cnro H mC nts), their 

fined in this chapter) are met on the one land «£££ jrc P limale d at S7. million .n 

by private expenditures — payments by P , m :nj on j n 1960, while capital 

vidual consumers and educational institutions ‘95 public institutions would 

-and on the other by government outlay . J iUon and SS 3 » million, re- 

Both public and private expenditure. • . Capital outlays by schools in 19 -f 0 

predominantly of payments for current up*; = ly. ^ million 

lions - salaries, supplies, maintenance. institutions and $58 million by pri- 

and to a minor extent of capital ou .) T | ]csc amo unts would be increased 

a„. National dourer, slightly by adding the estimated capital out- 

& * museums and libraries. (Sec Table 

liemic m American Democracy. Educational I j . 

mission, Washington, i 94 p. cl,a J’- \ llalcmcl »t **f tl.e 
II. See Chapter a. «.mn >•<-• i“" . ..me, 


Estimates of government expenditures for 
education, as explained in Chapter so. arc 
based on the assumption of probable euro 
merits in elementary schools at around the pre¬ 
war level and on a considerable rise m .cc 
e,pen.h.u.e «,« on a a ,y and higher institutions, where costs 

Once ... 19'." m-l pupil arc greater. The estimates shown in 

J1.2 b.lUon’in'^rm, « assume, 1 by .ho chapter 20 are S’,-2 billion in 195 ° am v' 

Check, Ihc ircn.1 m Ihc each n h, , j 1 ; „/«. To these amounts must be 

rz''r u ^"; ;:rni“ ma... .be M 3 nM w, «*» minim, for 

consumption expenditures. S** billion am . , 

..•' ... .1 e«iK:n«Ii'urcs !•> 


21. See Chapter 4. section 5. J « mr Vnn'Uincr 
assumptions as to population, na'aooal • «' ^ ^ 

expenditures. etc., on which the cstima „,.j,jblc 

,960 expenditures are hase. 1 . Estimate* of »nd 

expenditures lor education arc has ^ 1 1 consumption 
relationship*. As explained m Al’PC " 1 9 - , |(1i>|1n|iI ,, 

expenditures are estimate*! on the basil ol ,. l . p , MJ |,l c 

of each of the educational expend,.urc .ten s o •»*!£» 
income. Once c. f bl.»l-.l. •'«« "'ZZn .u -V 


res. 5»" Oil lion *■ , , 

7 ST Estuna^'of capna. ex,.nd,.urcs 
were based on the trend in ihe perccn^c .ant n l 'P ^ 
such expenditures to total capital outlays. It " J , 4 

there hail l>etn a steady increase in die ••• <(|l 

outlays, and estimates for 195'* , 9 r *°. wr,c 

the auumption that this trend wouhl continue. 


added ancHner . .,11 

teacher.' fusions, which Hems are "'eluded 
in different categories in -bat chapter. A so 
derived from there arc estimates of S67 '' >- 
lion and $X 2 million, respectively, for public 
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Tablb 1x7 

Estimated Probable and Adequate Expenditures for Education in 1950 
and i960 Compared With 1940 Expenditures 


(In Millions at 1940 Prices) 


Type of Expenditure 

1940 

‘ 9 S° 

Probable Adequate 

i960 

Probable Adequate 

Total Education Expenditures 

$ 3,902 

$ 4,894 

$6,322 

IS .669 

$6,782 

Private 

1,148 

M27 

1,526 

*. 5»7 

1,676 

Current or consumption 

1,086* 

*,350 

«*405 

M 95 

*>555 

Organized 

565 

730 

785 

8l0 

870 

Elementary and secondary 

*93 

250 

295 

280 

320 

Higher 

252 

340 

350 

380 

400 

Other 

120 

140 

140 

150 

*50 

Unorganized or informal 

521 

620 

620 

685 

685 

Reading 

467 

560 

560 

620 

620 

Foundations 

3 « 

40 

40 

40 

40 

Museums and libraries 

16 

20 

20 

25 

25 

Capital* 

62 

77 

121 

92 

121 

Schools 

58 

7 * 

**5 

86 

**5 

Elementary and secondary 

37 

« 

65 

0 

65 

Higher 

21 

0 

5 ° 

0 

5° 

Museums 

4 

6 

6 

6 

6 

Government 

2,754 

3.467 

4.796 

4,082 

5,x°6 

Current 

2,429 

2,774 

3.989 

3.244 

4.299 

Schools 

2,376 

2,712 

3.785 

3**69 

4.079 

Elementary and secondary 

2,096 

« 

2,790 

0 

3.076 

Higher 

270 

0 

835 

e 

853 

Other 

10 

• 

160 

0 

*50 

Museums and libraries 

53 

62 

204 

75 

220 

Capital 

325 

693 

807 

838 

807 

Schools 

321 

688 

775 

83* 

77 5 

Elementary and secondary 

258 

0 

643 

0 

643 

Higher 

63 

0 

132 

0 

*32 

Museums and libraries 

4 

5 

32 

7 

32 


a. This total differs slightly from consumption expenditures as estimated by the Department of 
Commerce (see Appendix 6), which include depreciation on elementary and secondary schools 
and institutions of higher education. Consumption expenditures (including depreciation) by pri¬ 
vate elementary and secondary schools were Sat2 million, and by higher institutions $274 million. 
Total consumption expenditures for private organized and informal education were $1,126,000,000, 
and that part spent by schools $605 million. 

b. Comprises plant, equipment and land. 

c. No data. 


libraries and museums. Thus total govern¬ 
ment expenditures for education are estimated 
at nearly $3.5 billion in 1950 and $4.1 billion in 
1960, compared with less than $2.8 billion in 
1940. 


The total probable cost of education under 
the assumptions of this survey is therefore es¬ 
timated at $4.9 billion in 1950 and $5.7 bil¬ 
lion in i960, compared with $3.9 billion in 
1940. Details are shown in Table 117. 
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b. EDUCATIONAL STANDARDS 

The minimum universal education neces¬ 
sary for personal and civic competence cannot 
be determined with quantitative exactness. 

The present trend o£ well-informed and ex¬ 
perienced opinion may be summarized by say¬ 
ing that the absolute minimum of universal 
schooling should be 10 years (which would 
normally mean two years of high school), with 
at least half of all youth encouraged and as¬ 
sisted to complete 14 years of schooling and a 
smaller fraction going beyond this point into 
advanced education and training. ' This is a 
modest standard for a highly industrialized so¬ 
ciety that aspires to efficient democratic man¬ 
agement of its public and private affairs. 

Qualitatively, we should expect many of the 
existing variations in educational opportuni¬ 
ties to remain. It is obvious that wealthy com¬ 
munities should be expected to exceed these 
minimum standards substantially. 

Meanwhile, educators feel that the substand¬ 
ard areas of education should be raised to a 
satisfactory minimum quality. In general, edu¬ 
cators have not been able to develop methods 
for approaching this problem by setting up 
standards of adequacy and then estimating the 
cost of a program based on them. 1 hey i.«vc 
instead tended to devote their attention to de¬ 
termining a cost per pupil which is attainable 
in practice. This cost has been regarded as de¬ 
pending on die ability to raise taxes for public 
education, and has been measured on the basis 
of the best state tax system that can he devised. 
The norm has then become those communities 
which arc neither favored nor handicapped by 
their tax systems, i.e., those where actual col¬ 
lections equal potential collections under sue 1 
a system. The average current expenditure per 
pupil in average daily attendance in these com¬ 
munities then has been taken as the minimum 
standard. For the year 1910-1931, it was calcu¬ 
lated as $88.50 per pupil, or the equivalent ol 
$72 in 1940 prices. 2 ' 

22. Educational Policies Commission, op. tit.. PP- i- 8 " 

3 ‘aJ. Paul R. Mon. Federal Supper, for Public 

lion. Teachers College. Columbia University. New Tor . 


From many careful school surveys we know 
about what to expect from a “$72 school.” The 
school building will be structurally safe and 
fairly well cared for. The program will lean 
heavily on narrow textbook memorization. 
Standardized tests will be used occasionally, 
but for general appraisal rather than for indi¬ 
vidual guidance. The supervisory service will 
be small in amount and will be used for in¬ 
spection purposes rather than to improve the 
work of the teachers. Music and art will be 
taught, and there will be one or two teachers 
in each school who are attempting to adjust 
the school service to community needs. Some 
reference material will be available outside o 
textbooks. The social studies instruction will 
dip gingerly into some of the problems of mod¬ 
ern living. There will be a gymnasium and a 
playing field. The chances arc 50-50 that the 
school will have systematic health inspections 
and a much overloaded school nurse. Vv itn 
all its limitations, this kind of school would 
represent a large advance for millions of chil- 

How great an advance it would be can be 
measured by considering the educational pro¬ 
gram at about a $33 level. Here the buildings 
arc poorly lighted, poorly maintained, in many 
respects actually unsafe and unsanitary. The 
program is shallow; all teaching is on a •'pour- 

it-in and-pour-it-back” basis. There is no physi¬ 
cal education, no gymnasium, no playground 
equipment, no real health examination. 1 here 
arc no books except textbooks, and even these 
are of ancient vintage and few in number.* 
Even this kind of school is spending twice as 
much as a considerable number of schools in 
various parts of the nation. 


;** 7 ,«;& ■*; JU&s 

elementary pu£il unit.” Costs were found to vary with the 

un'.IU, 

oldZ"he com constant. The number «f unit* was < 7-5 
* cem greater than the number of children .n average 

daily attendance. I fence the S'- must he .ncreasedhy a like 
amount to arrive at the average per child of $88.50 in 
ioto-1931 price*, or $ 7 * •« * 94 ® price*. 

2 A . Adapted from ibid.. PP- 
25. Ibid.. PP- 2*5-26- 
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Wc know, too, that a much better program 
could be secured for more than $72 per pupil. 
For example, a school in New Jersey financed 
at a $140 level would be likely to have good 
leadership and supervision. The medical serv¬ 
ices and records would be good to superior. 
There would be a school nurse with a good 
office and the most necessary equipment. 
There would be many good books available. 
Professional attendance service and counseling 
would supplant the old-type truant officer. The 
teachers would be paid about 60 per cent more 
than those in the $72 schools and they would 
have two years more experience. Experts ob¬ 
serving the teachers’ work would rate only 40 
per cent of them as “poor” in their ability to 
meet the needs of children, while over 90 per 
cent of the teachers in the $72 schools would be 
rated as “poor” in this respect/ 0 

It must not be supposed, therefore, that this 
chapter presents an “ideal” program of educa¬ 
tion for postwar America. A program of 
higher quality, greater cost and wider coverage 
would be abundantly justified/ 7 Furthermore, 
a better program would not, in the long run, 
be an added burden to the economy. Addi¬ 
tional expenditures for education, if directed 
with reasonable skill, would be returned gen¬ 
erously to the public in greater productive effi¬ 
ciency and more intelligent and satisfying con¬ 
sumer habits. 

The purpose of this chapter is not to argue 
what the American people, if they were all ex¬ 
tremely wise and generous, “should” spend 
upon their educational system. It suggests a 
program which American resources and pro¬ 
ductivity can easily afford and which, conse¬ 
quently, the American people may be expected 
to demand. 

26. Kent Jersey School Sun ry Commission Report. 
I9<3. I'P- 7*>-> •*- 

2-. Nine*- 11 :i> chapter was prepare.!, fur'hrr 'lu<hrs have 
been published which strongly sugeest that the figure of 
$(<•> per "wiiv-lucJ" pupil is extremely conservative. Dr. 
Mort wrote in August 1044 in part t. ' "Since this 
ni.itcf.il 11<-.. the 1936 study mention**! | wa* pubhdied. 
there luve L:-n three .nhliiion.il storin'. I li*l they been 
available. I would certainly hive recommenced j fi-curc 
nearer >!< o p. r weighted pupil than the $S~> tigurc." (Let¬ 
ter to |. Frederic Dewhurst. August 29. 1944.) 


Table 118 


Estimated Number of Persons in Each Ace 
Group Who Would Be Enrolled in 
Schools in 1950 and 1960“ 


Type of School 

Number 

Percentage of 
Population 
Enrolled 
in Each 

Age Group 

>95 0 

i960 

Age Group 

Total Enrollment 

(In Millions) 
36.4 400 

_ 

Nursery and kinder¬ 
garten 

3-5 

3-9 

3 * 

50 

Elementary 

6-14 

21.6 

23-5 

100 

Secondary 

*5 

2.0 

2-1 

too 

16 

2.0 

25 

100 

17 

1.8 

2.2 

86** 

18 

*•7 

2.0 

74 b 

College 

*9 

*•4 

*•7 

62 b 

20 

1.2 

1.1 

5 ° 

21-22 

0.8 

0.8 

18 


a. For method of arriving at population in these age 
groups see Appendix 19. 

b. Eighty-six per cent, 74 per cent and 62 per cent are 
straicht-line interpolations between too per cent and 50 
per cent. 

C. COST OF ADEQUATE EDUCATION, I95O AND i960 
(1). Current Expenditures 
Schools and Colleges 

The first step in determining the cost of or¬ 
ganized schooling is to determine how many 
persons should receive it. Most children from 
3 to 5 years of age could benefit greatly from 
preschool education. The number who should 
receive it, however, depends on the home en¬ 
vironment and nearness to school and trans¬ 
portation. It has been suggested that “at least 
half of all children between the ages of 3 and 5, 
inclusive, should be receiving preschool edu- 
cation.” :s 

It has been recommended above" 9 that, in 
addition, all children go to school for 10 years, 

2S. National Retourccs Planning Board, op. cit.. p. 69. 

29. Educational Policies Commission, op. cit. 
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that is to say from the ages of 6 to 16 or until 
they have normally completed two years of 
high school; and that, further, half continue 
for another four years, which means that halt 
of all 20-year-olds would complete the second 
year of college. In the upper divisions of col¬ 
lege, the 25 per cent increase in enrollments 
that has been recommended would be equiva¬ 
lent to about 18 per cent of all 21 and 22 years 
of age. 31 On the basis of these considerations, 
school enrollments in 1950 and I 9 6 ° would bc 
as shown in Table 118. 

The total of 36 to 40 million full-time en¬ 
rollments in the 1950-1960 decade represents 
from 78 to 80 per cent of the population be- 
tween the ages of 3 and 22. What would >< 
cost to provide them all with an adequate edu¬ 
cation, while leaving undisturbed those receiv¬ 
ing more education than provided by this 

standard? # . 

Because of differences in cost, it is necessary 
to treat elementary and secondary schools sepa¬ 
rately from institutions of higher education. 
Taking the former first and calculating the in¬ 
crease in costs due to larger enrollments, wc 
find: There were 28.2 million children en¬ 
rolled in elementary (including kindergarten) 
and secondary schools in 1940, and current ex¬ 
penditures by these schools totaled $2,2X9,000.- 
000." Enrollments in these schools in i 95 ‘> 
would total 33 million, and in i960 the iota 
would bc 36.4 million. 33 This represents in¬ 
creases over 1940 of 17 and 29 per cent, respec¬ 
tively. Increasing 1940 current expenditures by 


31. Another criterion of the number who »ho«M * end 
college i* those capable of taking advanced 
profit to themselves ami society. An intelligence <l" 0, * nt ® 
no appears to be adequate for success in • 

lege standards now generally define success. A«or« ing 
l-ewis M. Tcrman (The Mea.urcnun, o/ ”' h e'"£ 
Houghton MiHlin Co.. New York. i?»«>. * ' , 

cent of the 19-22-year-olds have an intelligence 1 
of 120 or higher. In 1940 there were 9-5 ‘ , V r.e 

in this age group, of which 1.5 million or 16 pr 
enrolled in institutions of higher education. A *0 I*' < 
enrollment would mean an increase of approxin > 
fourth above present levels. „ s, .s, . 

32. See Tables ... and ..2. To.al costs were S2.5S4. 

000.000. Capital expenditures were S295 m,n ° n ' . j,. 

33. These figures include enrollments ,n nu, *j£j ' ||icy 
Since there are no data on cosu of nurscr> Mfr***. 

are treated in the same manner as elementary am. 
ary schools. 


these percentages results in $2,678,000,000 as 
the .950 cost and a $2,953,000,000 cost m .960- 
This, however, is merely an extension ot the 
,040 pattern of expenditures. It does not pro¬ 
vide for bringing those below the recom¬ 
mended minimum up to it. Calculations made 
for the year 1930 show that this objective could 
have been achieved by an increase of 15 P" 
cent in current expenditures“ Assuming the 
same distribution of expenditures in 1950 and 
1960 as in .950, the postwar totals arrived at by 
allowing for increased enrollments only would 
have to bc increased to nearly $3.1 billion for 
.950 and $3-4 billion for i960. Currentex- 
penditures at these levels would provide a 
least the minimum educational standard for all 
children enrolled in nursery school kmder- 
garten, elementary or secondary schools, while 
Those already in schools above the standard 

would not be affected. 

The cost of educating students in college is 

considerably higher thaninsccond.iryscliooL 

There were 1.5 million full-time enrollments 
in institutions of higher education in 194°, 
and current expenditures amounted to $,22 
million. 11 In .95°. « is estimated thatenroll- 
ments would lie 3.4 million, and in i960 they 
would bc 3-6 million, representing increases 
over .940 Of 127 and .40 per cent, respectively. 
Increasing . 94 ° current expenditures by these 
proportions results in expenditures of $1,185, 
Iioo.ooo in .950 and $1,253,000,000 in .960. with 
no allowance for improving the quality of 
higher education. 

No separate estimates arc made lor expen - 
lures by private commercial, correspondence, 
trade and other schools. In so far as those en¬ 
rolled arc full-time pupils aged 22 or less, they 
are already included in the above estimates. 
Part-time education for ,arsons over 22 may 
well I* classified as adult education. I. has 
been estimated that $300 million should be 
spent annually for adult education. 


n Method/ ol Distributing Federal Aid 

s Toii , $6 „,. 8 
11 5 „ . f which SM H million were capital out ays. 
^ N^l RcUccs manning Hoard. «*- «/-. P- 73 - 
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Informal Education 

Expenditures for reading tend to vary with 
changes in total consumer expenditures. On 
the basis of their average relationship during 
the interwar period supplemented by a pro¬ 
jection of long-term trends, consumption ex¬ 
penditures for educational books, newspapers 
and periodicals may be expected to increase 
from $467 million in 1940 to $560 million in 
1950 and $620 million in i960. These represent 
demand, or probable expenditures, which it is 
assumed will be adequate for our needs. 

According to the American Library Associa¬ 
tion, $1.50 per capita should be spent each year 
“for reasonably good service.’” 7 Such a stand¬ 
ard would mean expenditures of $217 million 
in 1950 and $233 million in i960, or more than 
a fourfold increase over 1940. Approximately 
88 per cent of total library expenditures should 
be devoted to current expenditures for the first 
decade or two after the war.” This would re¬ 
sult in current expenditures of $189 million in 
1950 and $205 million in i960. 

An annual expenditure of 50 cents per cap¬ 
ita” has been estimated as adequate to pro¬ 
vide fairly complete museum facilities in ur¬ 
ban places. This would mean expenditures of 
approximately $40 million in 1950 and $45 mil¬ 
lion in 1960, compared with $14 million before 
the war spent by other than school and college 
museums. It appears reasonable to assume a 
$5 million annual expenditure for museums 
by educational institutions in the postwar pe¬ 
riod (before the war it was about $4 million), 
leaving $35 million and $40 million current 
expenditures in 1950 and i960, respectively, for 
independently operated museums. Adequate 
current expenditures by private museums and 
libraries are assumed to be the same as probable 
expenditures — $20 million in 1950 and $25 
million in 1960. 

It is assumed that educational and research 
foundations will spend about the same amount 

<7. Postwar Standards for Public Libraries. Committee 
on Postwar Planning. American Library Association. 1942. 
p. 2i, mimeographed. 

38. National Resource* Planning Board, op. eit.. Tables 
I and II. p. 73. 

39. Coleman, op. at. 


after the war as in the prewar years, or ap¬ 
proximately $40 million a year in both 1950 
and i960. 

(2). Capital Expenditures 
Elementary and Secondary Schools 

According to our previous calculations, ele¬ 
mentary (including nursery) and secondary 
school enrollments would increase from 28.2 
million pupils in 1940 to 36.4 million in i960, 
or by 8.2 million. To provide adequate plant 
and equipment, an expenditure of $400 per 
pupil is recommended. 40 Hence a capital out¬ 
lay of $3,280,000,000 will be required to take 
care of additional children. This would 
amount to an annual average of $219 million 
from 1946 to i960. 

But this is not all. According to an unpub¬ 
lished estimate made for the National Re¬ 
sources Planning Board, 41 half the 28.2 million 
secondary and elementary school children of 
the nation attend school in structures that are 
substandard, poorly designed, poorly located, 
or attend schools that should be discarded 
through the reorganization of local school dis¬ 
tricts into consolidated school areas. The re¬ 
housing of these 14.1 million elementary and 
secondary school children at the rate of $400 
per pupil would involve a capital outlay of 
$5,640,000,000, an annual average of $376 mil¬ 
lion from 1946 to i960. 

Depreciation of school buildings and equip¬ 
ment is, moreover, constantly taking place. Es¬ 
timates of the life of school buildings range 
from 30 to 50 years. Assuming an average use¬ 
ful life of 50 years, the current annual replace¬ 
ment rate would be 2 per cent. Since estimates 
have already been made for rehousing the 14.1 
million pupils now taught in inadequate struc¬ 
tures, the current replacement rate of 2 per cent 
should be applied only to the schools attended 
by the remaining half of the children enrolled 
in 1940. Thus, every year school facilities for 

40. The Nation'1 School Building Needs. National Edu¬ 
cation Association. Washington, 1935. Research Bulletin, 
Vol. XIII. No. 1. 

41. Floyd W. Reeves and D. L. Harley, "The Cost of an 
Adequate Program of Education in the Post-War Period." 
July 30, 1942. 
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rent replacement would involve average cap.- million m 1940. 

Cal expenditures of $708 million annua y p u ^ c Libraries and Museums 

from 1946 to i960. This may be compared ^ ^ . lie ubrary bui id- 

with a capital ouday of $a 9 5 m ' 1Uon ,n *« ’ . an P d equipmcm , it has been estimated that 

Higher Education capital outlays during the next 10 would 

. • • • c L-_u„ r have to be $400 million and during the next 20 

Enrollments in institutions of highcreduca ta e » ^ ^ ^ ^ million ... 

tion should increase from 1.5 million in 94 Y . * a f ot j 420 m ilUon for 15 years, 

*?*£££ a *.' »*»■*»" « 

providing plant and equipment » $7^ f«t m ‘ c ™ al expen di,ures by museums have aver- 
student in junior college , t ^ million a year since 1926.“ In view of 

two years of regular colleges, ^ $',5 £ d lw£>fold t0 threefold increase in 

the last two years and m advanced profes cu[ P m oudays . annua l capital expenditures 

and graduate schools of e I0 mi | lion do not appear unreasonable. All 

betweelTjunior college and the fust two years 

i arjr- a kw: =- 


it is estimated that the group would total 2.H 
million individuals, representing an increase ol 
1.95 million over 1940. At $1,000 per student, 
this would amount to S*-95 billion, or an ,in 
nual average of $130 million for 15 years. 1 he 
i960 estimates for enrollment for the remain 
ing years of higher education arc 800,000 stu¬ 
dents, an increase of 150.000 over 1940. At 


(3). Public vs. Private Expenditures 
The bulk of school expenditures will, of 
course, be made by publicly operated institu¬ 
tions, as in the past. This is particularly true of 
most of the expenditures needed to attain the 
standards set forth above. Privately operated 
schools cater only to a small section of the 


t? £ 55a ss-s-assa 23 

million, or an annual average i Jcboo | s in , 94 o, over 90 per cent were in 

“if'coUege buildings are assumed .0 have a Roman Catholic “ 271 - 

50-year life, the replacement W ™ school enrollment will continue to be 

per cent per year Thus ,7,000 ol *e g, . Y (af in tbc , 93 o's), then the 

students tn the «rlier coUege yea« (as o 94 , p cnrollcd i„ ,950 and ,960 

apll, of t.»o .nd “J 

and $19.5 million for the later, or a total <> 

$36.5 million. 


42. ibid. 


Al . National Resource* Planning Board, op. at.. Tabic 
II. P- 72. 

44 . Coleman, op. at. 
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them. 48 Hence, private elementary and sec¬ 
ondary schools would spend 9.4 per cent of the 
total expenditure, or $360 million in 1950 and 
$385 million in i960, while publicly operated 
ones would spend $3.4 billion and $3.7 bil¬ 
lion, respectively. If the same ratios are ap¬ 
plied to the capital costs, private outlays would 
average $65 million and public outlays $643 
million in the 1946-1960 period; the remain¬ 
ders would then be current expenditures. 

Quite different considerations apply to pri¬ 
vately operated institutions of higher educa¬ 
tion. Here, expenditures depend much more 
on general economic conditions than do those 
for elementary and secondary schools. Attend¬ 
ance in the latter is required by law, and hence 
maintained during depression. In the former, 
however, attendance declines, and as a conse¬ 
quence retrenchments arc more easily made. 
On the basis of a somewhat higher ratio of ex¬ 
penditures by private institutions to total con¬ 
sumption expenditures than in the 1930 s. > l 
is estimated that these institutions of higher 
education will spend S400 million in 1950 and 
S450 million in i960, of which about $50 mil¬ 
lion would be capital. Thus, public institutions 
of higher education will have to spend $967 
million in 1930 and S985 million in i960, of 
which about Si30 million would be capital, in 
order to provide higher education at the pro¬ 
posed standard. 

Probable expenditures by other private 
schools and instruction have been estimated at 
$140 million in 1950 and S150 million in i960. 
These amounts arc also considered adequate to 
meet the needs. Hence, the public schools 
should spend $160 million in 1950 and $150 
million in i960. 

It has been estimated that probable read¬ 
ing expenditures will amount to about S560 
million in 1950 and $620 million in i960. These 
outlays, which will all be private expenditures, 
arc assumed to be adequate. 

Both probable and adequate expenditures by 
private museums and libraries arc estimated as 

45. This is ihc method used by the U.S. Office of Edu¬ 
cation in arriving at private elementary and secondary 
school expenditures. 


$26 million in 1950 and $31 million in i960, of 
which about $6 million would be capital out¬ 
lay. This leaves $236 million for public libraries 
and museums in 1950, and $252 million in 
i960, of which capital expenditures in each 
year would amount to about $32 million. 

The total expenditures by foundations, 
amounting to $40 million, will, of course, be 
spent by privately operated institutions. (See 
Table 117.) All the increases in private con¬ 
sumption expenditures arc small compared 
with the estimated increases in government ex¬ 
penditures. If the standards discussed in this 
chapter are to be achieved, total private ex¬ 
penditures for organized and informal educa¬ 
tion combined should be increased about 45 
per cent between 1940 and i960, whereas gov¬ 
ernment expenditure should be increased 85 
per cent. 

(4). Summary 

The education program proposed here 
would provide a reasonably adequate standard 
of education for all nursery, elementary and 
secondary school children, enable everyone 
with the requisite intelligence to attend col¬ 
lege, make far better provision for adult edu¬ 
cation than before the war, provide reasonably 
adequate public libraries and museums for all, 
provide for the increased demand foreseen for 
reading matter, and enable educational and re¬ 
search foundations to carry on at current lev¬ 
els. All this would cost $6.3 billion in 1950 and 
S6.S billion in i960, compared with $3.9 billion 
in 1940, representing increases over 1940 of 62 
per cent and 74 per cent, respectively. 

By far the greatest absolute increase in ex¬ 
penditures would occur for nursery, elemen¬ 
tary and secondary schools. Higher education, 
however, would show a greater percentage in¬ 
crease, with costs more than doubling. The 
largest part of this increase would be in ex¬ 
penditures for the first two years of college, 
which arc more and more coming to be re¬ 
garded as an extension of secondary education. 
In other fields of education, public library costs 
would increase more than fourfold, while mu- 
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seum costs would more than double. 

To make up for our deficiencies in school 
buildings and equipment by i960 and to pro¬ 
vide all newcomers with adequate facilities, we 
need to increase our annual capital expendi¬ 
tures for schools nearly two and a half times. 
To provide a sufficiency of museums and pub¬ 
lic libraries, an even greater percentage in¬ 
crease is required. 


Private expenditures for education consti¬ 
tute but a small part of the total. As in the past, 
our educational advances will have to be fi¬ 
nanced largely from public funds. If public 1- 
braries and museums are included, the esti¬ 
mated program would involve increases o 
government expenditures over .940 31 about 
double the rate of increase in private expendi¬ 


tures. 


CHAPTER 14 


RELIGION AND PRIVATE WELFARE 


Organized religion and private social welfare 
represent a relatively small and apparently de¬ 
clining share of our economic life. The com¬ 
bined annual expenditures of the nation’s 
churches in the form of current outlays and 
depreciation have never reached a billion dol¬ 
lars. In recent years, they have been only two 
thirds to three quarters of that amount. Add¬ 
ing the sums spent by private agencies and in¬ 
dividuals for social welfare — 60 per cent as 
much as for organized religion — it appears 
that consumers have devoted to the support of 
churches and welfare institutions little more 
than Si.50 out of every $100 of their expendi¬ 
tures in recent years. This is considerably less 
than we spend for cither tobacco or alcoholic 
beverages. 

Moreover, the share of consumption ex- 
'pciuliturcs going to religious and welfare in¬ 
stitutions has been declining. In 1941, with 
consumer income $10 billion higher than in 
1929, we spent only Si.2 billion for these insti¬ 
tutions as compared with Si. 5 billion in the 
earlier year. Allowing for the difference in the 
price level, there was still a substantial decline, 
with the churches and the welfare institutions 
sharing equally in the loss. 

1. Organized Religion 

There arc about 250,000 churches in the 
country, affiliated with over 25o denomina¬ 
tions, and they claim close to half of the popu- 


P,y J. Frederic Dewiiurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey, prepared on the basis of material 
supplied by Benson Y. Landis, Associate Secre¬ 
tary, Department of Research and Education, 
The Federal Council of the Churches of Christ 
in America, who, however, is not responsible for 
the interpretations and conclusions in this chap¬ 
ter. 


lation as members. These churches are con¬ 
ducted by about 137,000 clergymen, or about 
104 for every 100,000 of the population. This 
compares with a ratio of 137 clergymen per 
100,000 persons in 1900.* The churches arc 
housed in buildings valued at approximately 
$3.5 billion. In the prewar decade, churches 
spent between $25 million and $60 million per 
year for new buildings, compared with ex¬ 
penditures of over Si50 million a year toward 
the close of the 1920*5. 

a. THE CHURCH TODAY 

Like most other American institutions, our 
churches exhibit a wide diversity in size and 
character. At one extreme is the small "preach¬ 
ing point,” with as few as half a dozen mem¬ 
bers visited by a clergyman several times a year. 
At the other extreme arc a few city congrega¬ 
tions with thousands of members, and paid 
staffs of 50 or more full-time workers. The de¬ 
nominations vary in size all the way from the 
Roman Catholic with 23 million members, the 
Methodist with nearly 8 million, and the Jew¬ 
ish Congregations and Southern Baptists with 
around 5 million each, to such obscure faiths 
as the Two-Sccd-In-Thc-Spirit Predcstinarian 
Baptists with 201 members, the Shakers with 
70 and the Primitive Friends with less than a 
dozen members. 

If any evidence were needed to prove that 
freedom of worship in America is a reality as 
well as a theory, a glance at the Census of Re¬ 
ligious Bodies would provide it. Anybody is 
free to start a new religion any time he feels so 
inclined, and no established faith can achieve 
a sheltered position which will protect it from 

1. The number who Rive their occupation as "clergy¬ 
man" is le^ than the total number of "ministers of reli¬ 
gion." hut many of the ministers arc part-time workers. 
Probably most of those who reply "clergyman" in the Cen¬ 
sus of Population arc those who devote full time to the 
profession. 
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Table 119 

Church and Sunday School Trends, 1906-1942* 


1 


1916 


1926 




i94i-‘942 


Churches (In Thousands) 

Value of buildings (In Millions) 
Members (In Thousands) 

Per cent of members to population 

Sunday schools (In Thousands) 
Pupils (In Thousands) 


210 

$1,258 

35,068 

38 

168 

14,686 


227 

232 

*99 

250” 

$>,677 

4 1 > 9 2 7 

4 * 

$ 3,839 

54.576 

46 

$ 34 * * 
55.807 

43 

67 . 3 2 7 b 

50 

186 

185 

162 

2* 3 C 

> 9 . 93 6 

21.039 

18,389 

22,777 c 


Source: Bureau of the Census. Religious Bodies. 190G- 

I 9 The returns in the . 9 j 6 Census 
cause of opinion among local clergymen. Sou* 

ern Baptist Convention and the Mcthod.st chur^cs advu 
ing noncooperation by the churches w,.h hc Ccnsu Bu 
reau on the grounds that the attempt to *>*c t*** 
was an unwarranted interference by the 
fain of the church. This noncooperation resulted m 


sidcrable understatement of the number of churches and 
rr>r,nhrrs and of Sunday schools and scholars. I he Ghns 

STJSLm «pined ./,.«» local cho.cl.es in .9,6 - 

6 , tf»K 2 W Federal 0 »u„cU.f 

Churcho „( Chn« in America. New Yo.k, November 
1044. 

c. Ibid.. June 19. * 9 * 3 - 


the competition of its rivals. The result .s that 
people in this country are probably offered 
wider choice of religious worship, both in form 
and substance, than in any other country in the 
world. However, nearly three fourths of the 
churches, and almost 90 per cent of the church 
members, are attached to the 19 largest de¬ 
nominations. . , 

Although approximately two thirds of 
local chufches are located in rural commune 
ties, only about one third of the nation s church 
members are found in these communities. The 
average number of members per church is 1 J 3 
in rural areas, and 541 in urban areas. Over »5 
per cent of all churches have Sunday schools, 
with an estimated enrollment of nearly 25 ' 

lion; but the number of schools and scholars 

has been increasing less rapidly than the popu¬ 
lation or the number of church members, 

Table 119.) . , .. 

On the whole it appears that organized reli¬ 
gion as an institution has barely held its own 
since the 1920*5 —indeed, some claim that it 
has lost ground. In spite of this, however, many 
individual churches have grown or main¬ 
tained themselves and have continued to be an 
important influence in the lives of those whom 
they have touched. 


" Typical " Church Budget 

The -typical" church is a small one, spend¬ 
ing about $3,000 a year. This sum is raised 
mainly by passing the collection plate on Sun- 
day mornings, but the money raised by church 
suppers conducted by the "ladies auxiliary 
and by other means modestly supplements the 
voluntary gifts. Since the average church has 
about 270 members, the average member con¬ 
tributes little more than 20 cents a week. The 
annual budget of the typical church in the pre¬ 
war and early war period was probably some¬ 
what as follows: 

Expenditures 

Total 

Minister’s salary 
Organist’s salary 
janitor’s salary 
Fuel and light 
Repairs 
Supplies 

Foreign missions 
Home missions 
Other benevolences 

Receipts 

Total 

Weekly contributions of members 
Special offerings at Easter and Christmas 
Women’s society contribution 
Special events 


$3,000 

1,800 

150 

125 

125 

65 

>35 

300 

200 

100 

$3,000 

2.400 

350 

150 

100 
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Table 120 

Averace Salaries of Rural Ministers, 1924, 1930, 1936 


Region 

* 9^4 

* 9 SO 

1936 

Resident and nonresident ministers 

All regions 

$M4* 

$M33 

$*,059 

Middle Atlantic 

1,506 

1,621 

1,390 

South 

M56 

1,309 

864 

Middle West 

M35 

*.495 

1,136 

Far West 

1,396 

*.279 

926 

Resident ministers 

All regions 

i»530 

*.57* 

M58 

Middle Adantic 

• 

1,696 

*,387 

South 

• 

1,624 

1,090 

Middle West 

* 

1,582 

1,178 

Far West 


x »3 2 7 

934 

Nonresident ministers 

All regions 

i.M 8 

1,107 

765 

Middle Adantic 

1,165 

*.359 

’12 

South 

1,081 

969 

Middle West 

1,208 

1,201 

889 

Far West 

1,122 

1,085 

833 


Sourer: Ftlmund dcS. Brunner and Irving Lorge. Rural Trends in Depression Years. Columbia Uni- 
vcniiy Prcw, New York. 1937, p. 321. 
a. Figures not available. 


The Minister 

Most of the church revenue goes for the min¬ 
ister's salary. He is the responsible administra¬ 
tor of the loeal church, and he and his family 
run the organization. He is in a strategic po¬ 
sition to determine the drawing power of his 
organization and its influence in the life of the 
community. He is generally paid less than 
$2,000 a year, hut may receive an additional 
S200 a year for special services at baptisms, mar¬ 
riages and funerals. I Iis cash earnings are usu¬ 
ally supplemented by the free use of a modest 
village home, known as the parsonage or the 
manse. But he must furnish his own car and 
he has no expense account for necessary 
travel. 

In rural regions, the average salary of the 
minister is often close to Si.000 a vear. The de¬ 
pression of the 1930’s brought a drastic de¬ 
cline in ministers’ salaries, as Table 120 shows. 
The decline was particularly severe in the 


South and among nonresident ministers. After 
the middle of the prewar decade, however, 
there was some recovery, and further adjust¬ 
ments have taken place because of the higher 
postwar cost of living. 

The typical minister preaches two sermons 
on Sunday and teaches a class of adult Sunday 
school members. He is personal adviser to his 
church members and others in the community. 
As a minister of religion, he is expected to be a 
preacher, a pastor and a teacher. He is a steady 
buyer of books, has a special interest in the 
small public library and is identified with lo¬ 
cal civic organizations and with the Boy Scout 
troop. He is concerned about the young people 
of the community and often helps one or an¬ 
other to get a college education. He encourages 
organizations among the youth in the church 
and in the community. 

A rather high proportion of clergymen have 
never had any special training for their jobs, 
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and in many of our predominantly rural de¬ 
nominations a farmer or a lumberman or a 
railroad worker may also be the minister of the 
congregation. According to a study in 1926 of 
the education of 105,000 clergymen in the Ro¬ 
man Catholic Church, in 17 white Protestant 
denominations and in three Negro bodies, the 
typical Roman Catholic clergyman has had a 
better educational preparation for his responsi¬ 
bilities than the Protestant minister. Over two 
thirds of the Catholic clergy had graduated 
from both college and theological seminary, 
but only one third of the clergymen in the 17 
white Protestant denominations and fewer 
than one out of 12 of the ministers of Negro 
denominations were graduates of both college 
and theological seminary.* 

According to the results of a more recent 
study of rural churches,* the period after 1926 
evidenced a marked improvement in the 
training of ministers. Of all rural ministers in 
140 communities, 44 per cent in 19*6 were 
trained in college and seminary as against 33 
per cent in 1930 and 35 per cent in 1924. More 
than three fifths of the clergy were college 
graduates or better, as against slightly over half 
in 1930 and a little less than half in 1924. Of 
the nearly two fifths with no college training, 
less than 8 per cent of all ministers had gradu¬ 
ated from so-called IJiblc schools, but 32 per 
cent had had no formal training whatever. 1 he 
majority of this latter group arc serving cither 
in the South or with churches of the more emo¬ 
tional sects. 


Church Buildings 

The servicing and maintenance of the 
church building is an important item of ex¬ 
pense for the average church. The typical 
church is of frame construction with an audi¬ 
torium that scats 240 persons, although more 
than half the scats arc probably empty at the 
regular Sunday morning services. On either 

2. C. Luther Fry. The United State, Looks at I'• 
Churches. Institute of Social and Religious Research. Ncxv 

°«. Edmund deS. Ilrunncr and Irving lorge. jW 
Trends in Depression Tears. Columbia University 1 
New York, 1937. 


side of the auditorium arc small rooms used 
by classes of the church school, which has a 
session for an hour every Sunday morning. 
The church basement is a large and sparsely 
furnished room, with movable chairs, which is 
used for the classes of the smaller children in 
the church school, and for meetings of com¬ 
mittees and other special occasions. 

Only about four out of five local church con¬ 
gregations have buildings of their own. The 
others conduct religious services in rented 
halls, in homes, or in a neighboring congrega¬ 
tion’s church building, which they rent for use 
on certain hours each week. 

The total value of church edifices in 1926 
had increased 45 times over 1850. The largest 
growth occurred between 1916 and 1926, when 
the value rose from $1.7 billion to $3.8 billion, 
partly, of course, because prices rose greatly 
during this period. The most rapid advance 
took place, not in the wealthy North nor in 
the rapidly growing Far West, but in the South 
and Southwest. North Carolina, Arizona and 
Oklahoma, and other states in these regions, 
showed increases between 1906 and 1926 of 400 
to 500 per cent. The value of church buildings, 
however, showed a drop to about $3.4 billion 
in the 1936 Census, but this was partly due to 
the fact that not all churches reported in this 
census. 

Benevolences and Missions 

A shrinking proportion of church expendi¬ 
tures went for benevolences and missions in 
the decade before World War II. This reflects 
a trend in recent years toward intensification 
along the more traditional lines of church ac¬ 
tivity, and an apparent slackening in some ol 
the more socialized aspects of the church pro¬ 
gram. As a result of the shrinking contribu¬ 
tions during the depressed 1930's, churches 
turned their efforts and their reduced resources 
to activities that would increase their active 
membership, and sjK.it less on benevolences 
and missions. Another reason for the decrease 
in these expenditures is that many of the social 
service functions heretofore performed by the 
church have been increasingly assumed by 
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Table 121 


Gifts and Membership in 16 Relicious Bodies, 1920-1944 

{Total Gifts and Membership in Thousands') 


Year 

Total Gifts 

Inclusive Membership 

Per Capita Gifts 

1920 

$214,920 

12,260 

*' 7-53 

1921 

281,173 

17*60 

16.IO 

1922 

345.996 

1 8,257 

18.95 

*923 

4 X 5.557 

18,867 

22.03 

* 9 2 4 

443**88 

* 9.245 

23.03 

1925 

412,658 

> 9*75 

21.19 

1926 

368,529 

' 7.054 

21.6l 

1927 

459,528 

20,267 

22.67 

1928 

429,148 

20,911 

20.56 

1929 

404,002 

20,595 

19.62 

1930 

44 M 52 

20,050 

22.02 

* 93 1 

418,075 

20,837 

20.06 

1932 

362.494 

21.450 

16.90 

'933 

320,365 

21,839 

I4.67 

'934 

256,803 

21,840 

II.76 

'935 

270,713 

22,137 

12.23 

'936 

260,528 

22,215 

''•73 

*937 

282,185 

21,760 

*2.97 

*938 

292,554 

20,910 

X3.99 

'939 

307,870 

22,344 

*378 

*940 

300.729 

23,108 

13.01 

' 94 * 

35 '. 39 * 

23,672 

14.84 

1942 

350,807 

23,121 

* 5*7 

'943 

356,468 

23.556 

* 5*3 

'944 

398,773 

24,680 

16.15 


Source: Information Service. Federal Council of the Church** of Christ in America. New York. 
October 17, 194a. Figures gathered by the United Stewardship Council for those religious bodies 
reporting every year on a uniform basis. Supplemented by Dr. Harry S. Myers, December 1944. 


other private agencies and by the government. 
However, the rising prosperity of the war 
years, and the humanitarian concern that was 
a by product of the war, brought larger con¬ 
tributions for benevolences. 

The only recent figures available on the dis¬ 
tribution of church expenditures are for a sam¬ 
ple of village and open-country Protestant 
churches. 4 Although they cannot be assumed 
to be representative of all churches, they serve 
to indicate general trends in distribution of 
church expenditures. These arc given below 

4. l/»d. 


(in rounded percentages of total expendi¬ 
tures): 

Village Churches Country Churches 
1924 I9JO 1936 1924 19JO 1936 

Salary 44 49 50 48 5 1 5 ^ 

Benevolences 32 22 17 32 25 20 

Other 25 29 33 20 24 24 

b. CHURCH GROWTH BEFORE THE WAR 

In estimating the future position of the 
church in our economy, the following factors 
will provide useful guides: (1) expenditures 
by churches, and gifts and bequests to 
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churches; (2) church membership; (3) church 
attendance; (4) Sunday school growth. 

Expenditures and Gifts and Bequests 5 

Expenditures by religious bodies in the form 
of current oudays and depreciation charges in¬ 
creased by 50 per cent between 1921 and 1929. 

During the depression, expenditures fell back 
to about the 1921 level. Although they subse¬ 
quently recovered, expenditures in 1941 were 
still 20 per cent below the 1929 level and con¬ 
stituted a smaller proportion of total consump¬ 
tion expenditures than in 1933- This is clear 
from the following tabulation showing the dol¬ 
lar amounts and proportion of total consump¬ 
tion expenditures made by religious bodies: 


Table 122 

Averace Outlay of American Families for 
Gifts for Church Support, i 935 “ 1 93 6 


Average Outloy 
Per Family 


Percentage 
of Income 


1921 

I929 

1933 

1936 

* 94 ° 

194 


Millions 

$6X3 

9 I2 

665 

621 

7 X2 

759 


Per Cent 
1.1 
I.I 

M 
1.0 
1.0 
0.9 


All Levels 
Under $500 

500-750 

750-1,000 
1,000-1,250 
*.250-!,500 

i* 5 0O-, > 75 ° 

1,750-2,000 

2,000-2,500 

2,500-3,000 

3,000-4,000 

4,000-5,000 

5.000-x 0,000 

10,000 or over 


S 17 

4 

6 

8 

10 

*3 

*7 

20 

26 

33 

44 

65 

89 

X23 


I.X 

>•3 

x.o 

0.9 

0.9 

x.o 

x.x 

1.1 

1.2 
1.2 
1-3 
*•5 
>•3 
0.6 


Source: Consumer Expenditures in the United States. Em- 
mates for s 9 35 -J*. Nauonal Resources Committee, 
Washington. 1939 - 


... Families with incomes under $500 contnb- 

From the available data on gifts to selected wcd as | argc a proportion of their income to 
religious bodies that reported on a uniform lhc cburc h as those with incomes between 
basis, it appears that total gifts to churches and ^ and $ 10 ,ooo a year, and more than twice 
per capita gifts declined sharply after 1930. , bc proportion contributed by those with in- 
This shrinkage was largely a depression phe- comcs ovcr $ l0 ,ooo a year. This may be p utty 
nomcnon, but also reflected a declining inter- cxplaincd b y the fact that the lowest income 
est in missionary activities abroad and the com- groups consist largely of farm families, no 
petitive use of benevolence funds at home. Al- Uve in arc as where the church provides al¬ 
though the trend of per capita contributions mosl lbc 0[dy means for social contacts. 1 e 
turned upward after 1936, per capita gifts in |jrgcsl relative contributions were made by the 
1944 were still almost a third below the high $ 4>0 oo-$5,ooo-incomc families, who contnb- 
point of the 1920*5, and actually less than in mcd , 5 per ccnl of income, compared with a 
the depression year 1932. (Sec Table 121.) general average of x.x per cent. 

A study made in i 935 -* 93 <> of average family 
contributions for church support by families church Membership 

at different income levels showed no consistent Figurcs on church membership are unsatis- 
rise from lower to higher income levels in the facU)ry for cslim ating future needs for church 

proportion of church contributions to family scrviccs because there is no uniform ddiniuon 

income. On the contrary, families at the lowest of a c | iurc h member. The Roman Catholic 

income levels contributed more generously ^urch, for example, counts all baptize m- 

than those at the highest. (Sec Table 122.) fanls as members; others, including a large 

5 The .wo amounts, "expenditures" and group of Protestant churches, count only those 

questsare no. identical. Many gtfu and bequo.s bcc..mr by confirmation, usually at tile agC 

capiul assets of the churches and only .he i • ^ j n $<>mc c h U rchcS one becomes a mcm- 

7 SrApASes 6 and 7 for detailed figures on con- ^ ^ $ j gning # btX) k or membership lift; but 
sumption expenditures from « 9"9 «° 'S-**- 
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Table 123 


Number of Church Members Compared With Population 
13 Years Old or Over, 1926 and 1930-1940 

(Members and Population in Millions ) 


Fiscal Year 

Ending in 

June 

Church Mem¬ 
bers 1 j Years 

Old or Over 

Estimated Popu¬ 
lation tj Years 

Old or Over 

Members Per 
t &00 of Esti¬ 
mated Population 

1926 

45-2 

85.9 

527 

1930 

48.9 

91.5 

534 

193 * 

49.I 

92.9 

529 

*932 

49.4 

94.I 

524 

*933 

49.6 

95-4 

521 

*934 

5°-5 

96.8 

522 

*935 

51.0 

98.0 

521 

1936 

5*7 

99.1 

522 

1937 - 193 8 

52.4 

101.0 

5*9 

1939-1940 

52-4 

103.2 

507 


Sources: Information Service of ihc Federal Council of the Churches of Christ in America, New 
York, June 19, 1943. and Christian Herald, various issues, 1932-1940; estimated population from 
Bureau of Census, Press Release Series P-5, No. 1, January 30. 1941, p. 4. 


in most cases a course of instruction by the 
clergyman is necessary. An idea of the pro¬ 
portion of church members who are regarded 
as such merely because they have been bap¬ 
tized may be gained from a comparison of the 
number of members under 13 years of age in 
different denominations. For all church mem¬ 
bers, the proportion under 13 years of age in 
1936 was less than 18 per cent, in the Catholic 
Church the proportion was 27 per cent; in the 
Protestant Episcopal churches, 20 per cent; 
and in the various Lutheran churches it ranged 
between 19 and 37 per cent. 

Membership statistics arc also deficient be¬ 
cause of inaccurate methods of enumerating 
members. Very often, no formal membership 
rolls exist and the figure is simply the preach¬ 
er’s estimate, or guess. Many churches keep 
names on the rolls after the individuals have 
left the church or the community. These limi¬ 
tations of membership statistics must be kept 
in mind in any attempt to find what meaning 
they may hold for the future. 

For the country as a whole, and for all reli¬ 
gious denominations, only modest changes in 


1 

the relation of church membership to popula¬ 
tion have occurred since the beginning of the 
century. The Census shows that the number of 
church members grew from 38 per cent of the 
total population in 1890 to 46 per cent in 1926. 
However, the latest Census, for 1936, reported 
a drop in the proportion of church members 
to 43 per cent. These figures arc not strictly 
comparable because the methods of reporting 
and the coverage of each Census of Religious 
Bodies have not been entirely consistent. Fur¬ 
thermore, these membership figures arc 
slightly lower than those collected by the Fed¬ 
eral Council of the Churches of Christ and 
the Christian Herald, which claim that over 
half the population arc church members. (Sec 
Table 123.) 

Nevertheless, consideration of the scattered 
available data leads to the conclusion that the 
trend of adult church membership in relation 
to adult population has been slightly but defi¬ 
nitely downward since the 1920’$. Although 
the number of church members 13 years of age 
or over rose from 4S.9 million in 1930 to 52.4 
million in 1939-1940. the population in this age 
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sand of the population over ,3 years of age fell erage percentage^ 

^^rjarss- * 

vergences. For example, one report estimates the Hvangel^ll-uthean Jomt Synod of 
that the combined membership of the South- cons.n and Other States. 

and Presbyterian croups were reported as in- ship, or as population, during t 5 > P 
crcasinToC cenf from ,9,0 to 1925, and de- riod. However, only 7 out of the 50 larger^ 
creasing a per cent from .93° to . 9 35- : nominations reported decreased 

In spite of the deficiencies of membership over the period, and in most cases declines 
statistics, they are useful as rough measures of were small. But the loss of member P • 
the relative importance of the larger religious muc h higher among the 13a smaller denonu. 
denominations and of the wide dispant.es m nations (not listed m Table » 4 )j 4 » 
their rates of growth. Denominations with lost members between t 9 a6 and .941 1942. 
over 50,000 members represent about 9 7 P" It is interesting that the 43 larger Proliant 
cent of total reported church mcmbcrsh.p; denominations showed a combined rate 
membership changes for these denominations growth of nearly 24 per cent from 1926 to t 9 4 ‘- 
are shown in Table .24- The large decline ,942- almost identical with die percentage 
from 1926 to 1936 in the membership of some gain of the Roman Catholic Church. There 
of the important Protestant denominations were wide differences in the membership gains 
was more apparent than real, since it was due G f the major group of Protestant 
to the failure of a number of the local churches lio ns. however. Membership of all Baptist de 
of these bodies to cooperate with the Census in nom i n ations stood at more than 11 m> ,on ,n 
•hat vear. 1941-1942, which was 35 per cent above the 

The Roman Catholic Church, which is by ,926 membership. The Lutherans, as a group, 
far the largest denomination, reported the larg- numbered 5 million at the beginning o or 
cst gain in membership-some 4-3 million War II and had gained nearly 27 per cent since 
between 1926 and 1941 - 19 * 2 - The Methodist 19z6 . A „ Methodist churches had 9.6 million 
Church added more than a million new mem- mcm bcrs and had increased their membership 
bers, and the Southern Baptist Convention by , 9 per cent. There were nearly 2.9 million 
over 1.8 million. Gains of around a half mil- mcmbcr s of all Presbyterian churches in 1041- 
lion or more were recorded by the Jewish Con- which was a n increase of less than 9 P cr 

gregations (between 1926 and 1936), l ^ c * Sc * cent over 1926.' 
gro Baptist Church, the United Lutheran 

Church and the Greek Orthodox Church. Church Attendance 

The largest percentage gains —more than Church aUcn dancc would provide a better 
200 per cent — were recorded by a number ol of lbc ••demand" f«>r church services 

the foreign denominations — the Serbian lhan mcm l >crs hip figures .hut information on 
Greek and Russian Orthodox churches — anci 
by other faiths with small membership, such 8 Thcsc ls 
as .he Free Will Bap.is.s, the Assemblies of 

7 . Samuel Kincheloe. Mncion imihe York! January .. > 94 -.. 

dal Science Research Council. New York. 1937. PR- / 
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Table 124 

Membership of 50 Larger Church Bodies in the United States, 1926, 1936 and 1941-1942 

(Membership in Thousands') 


Denomination 


Number of Members 


Change From 
1926 to 1941-1942 


1941- Number of 
1942 Members Per Cent 


DENOMINATIONS SHOWING CAINS 


Increase 


Roman Catholic Church 
Methodist Church 
Southern Baptist Convention 
Jewish Congregations 
Negro Baptist 

Protestant Episcopal Church 
Presbyterian Church in the U.S.A. 

United Lutheran Church of America 
Disciples of Christ 
Northern Baptist Convention 

Evangelical Lutheran Synod of Missouri, Ohio and 
Other States 

Congregational Christian 
African Methodist Episcopal Church 
Church of Jesus Christ of Latter Day Saints 
Greek Orthodox Church, Hellenic 
Norwegian Lutheran Church of America 
American Lutheran Church 
Presbyterian Church in the U.S. 

United Brethren in Christ 
Colored Methodist Episcopal Church 
Evangelical Lutheran Augustana Synod of N.A. 
Evangelical Lutheran Joint Synod of Wisconsin and 
Other States 

Russian Orthodox Church 
Church of Christ Scientist 
Evangelical Church 
Assemblies of God 
Salvation Army 
United Presbyterian Church 
Seventh Day Adventists 
Church of the Nazarcnc 
Church of the Bre'hrrn 
Reformed Church in America 
Christian Reformed Church 
Free Will Baptists 

Reorganized Church of Latter Day Saints 

Serbian Orthodox Church 

Church of God (Anderson, Indiana) 

Church of God 

Cumberland Presbyterian Church 
Polish National Catholic Church 
Unitarian Churches 

United American Free Will Baptist Church 
Mennonite Church 


18,605 

19,942 

22,945 

4.340 

23-3 

6,761 

5.720 

7 . 8*4 

*.053 

15.6 

3.524 

2,700 

5»367 

*.843 

52.3 • 

4,081 

4,641 

— 

560* 

* 37 * 

3* x 97 

3.782 

3 . 9*2 

7*5 

22.4 

1,859 

*.735 

2,074 

2*5 

n .6 

1,894 

1,798 

1,986 

92 

4.9 

1,214 

*,287 

*.709 

495 

40.8 

*.378 

1,196 

*,656 

278 

20.2 

1,290 

*.329 

*.539 

249 

*9.3 

1,040 

*.*93 

*,321 

281 

27.0 

994 

976 

*.053 

59 

5-9 

546 

493 

869 

323 

59-2 

542 

678 

8*7 

275 

507 

119 

189 

650 

53 * 

446.2 

497 

5*6 

569 

72 

* 4-5 

475 

500 

548 

73 

15-4 • 

45 * 

449 

546 

95 

21.1 

377 

377 

425 

48 

12.7 

203 

270 

380 

*77 

87.2 

3 ** 

327 

353 

42 

* 3-5 

229 

238 

316 

87 

38.0 

95 

90 

300 

205 

215.8 

202 

269 

— 

67 * 

33 - 2 * 

206 

212 

248 

42 

20-4 

48 

— 

223 

*75 

364.6 

75 

*°3 

220 

*45 

* 93-3 

172 

*71 

191 

*9 

11.0 

in 


186 

75 

67.6 

64 

*36 

180 

116 

181.3 

128 


180 

52 

40.6 

*54 

185 

*64 

10 

6.5 

99 

— 

126 

27 

27-3 

80 

77 

119“ 

39 b 

4 8.8 b 

64 

93 

no 

46 

7*.9 

*4 


no 

96 

685.7 

38 

— 

84 

46 

121.1 

2? 

— 

82 

59 

256.5 

68 

SO 

73 

5 

7-4 

62 

6 3 


1“ 

i.6* 

60 

59 

62 

2 

3-3 

*3 

— 

60 

47 

361.5 

34 

— 

52 

18 

529 
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Table 124 (continued) 


Humber of Members 


Denomination 


1926 


J9}6 


1941- 

1942 


Changes From 
1926 to 1941-194* 

Humber of 
Members Per Cent 


DENOMINATIONS SHOWINC LOSSES 

Evangelical and Reformed Church ^ 

African Methodist Episcopal Zion Church 

Churches of Christ J~S 

American Baptist Association 

Religious Society of Friends (5 Years Meeting) 9 ^ 

Primitive Baptists 

Univcrsalist Church__ 

Sources- 1041-1942 figures — Information Service. Fed- 
wal Council of .he Churchy of Chml ■" 

York, January 1. 1944 - > 9*6 and 1956 "S'"'* Bur 
of the Census, Census of Religious Bodies. 1936. 


724 

663 

Decrease 

*3 

4x4 

— 

43 * 

3 10 

-— 

124* 

_ • 

IX 5 

— 

3 

— 

7 ° 

21 

69 

— 

12* 

46 

49 

6 


,# 9 

9 - 4 * 

28.6* 

2 - 5 * 

2 K 

M .8‘ 

10.9 


a. Since i94>-«942 figure is not available, comparison 
made with 1936 Census figure. 

C! smce .94?-.942 figure is not available, comparison 
is made with 1940 Census figure. 


church attendance is even more unreliable 
than membership figures. Few local churches 
keep records, and the few records that arc kept 
arc not combined on a national basis. Only the 
Congregational Christian churches have sys¬ 
tematically studied church attendance over a 
period of years. Their Commission on Church 
Attendance says in its i 9 34 report that the fig¬ 
ures indicate that “70 per cent of the scats in 
churches are not being used on Sunday morn¬ 
ing and probably 75 P" ccnl of P<; rsom , 
as members arc not supporting their churches 
with their personal attendance and active cn- 

ttO 

couragcmcnt. 

A study of attendance in sample rural areas 
throughout the country reveals a falling ofl ot 
more than one fifth in rural church attendance 
from 1930 to 1936, a decline three tunes more 
rapid than that from 1926 to i 9 . 3 °- hvc 7 [f* 
gion shared in the loss, but it was cspec.al y 
severe in the Middle West. "It seems hard y 
possible that a drop of this magnitude could 
be accounted for on the basis of the depression 
difficulties of church members who lacked gas 
for their cars or adequate clothes for Sunday 
wear.” 10 

9. Benson Y. LandU. Ameacan Journal of Soaology. 
May 1935. 

10. Brunner ami Lorgc. op. at. 


Sunday Schools 

Sunday schools have always been regarded 
as an activity of prime importance in Protes¬ 
tant churches, for they have been one ot the 
major means of increasing and maintaining 
interest in the church. Although over 80 per 
cent of the churches reporting to the Census in 
1936 had Sunday schools, the enrollment had 
been steadily decreasing after the turn of the 
century. The decline from 1S90 to 1927 "’ as 
quite marked for the major Protestant de¬ 
nominations with the exception of the Presby¬ 
terian Church in the South, whose Sunday 
school enrollment represented a larger per¬ 
centage of communicant members in 1927 'ban 
in 1890. (Sec Table 125.) Comparable figures 
arc not available for the period between 1927 
and 1936, but the Census estimated that a tur¬ 
ner substantial decline bad occurred .11 Sun¬ 
day school enrollment in relation to church 
membership. About two thirds of the Sunday 
schools are in rural areas; the majority of stu- 
dents, however, arc found m urban Sunday 
schools. It is the urban areas that sulTered al¬ 
most the entire loss; indeed, Sunday school 
enrollment in churches located in the open 
country actually increased after 1930. 

Although Sunday school membership has 
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Table 125 


Sunday School Enrollment as Percentage op Communicant Church Members, 1890-1927 


Denomination 

1890 

1900 

1910 

1920 

1927 

Methodist Episcopal 

110.8 

102.8 

111.7 

103.1 

105.6 

Baptist (North) 

98.0 

88.7 

82.0 

82.3 

82.1 

Presbyterian Church in the U.S.A. 

111.9 

106.1 

90.6 

78.9 

77-7 

Presbyterian Church in the U.S. (South) 

73-9 

71& 

80.3 

95.0 

96.0 

Congregational 

121.0 

106.0 

90.4 

90.7 

79-9 

Protestant Episcopal 

85.3 

66.1 

53-8 

42.1 

42.9 


Source: H. C. Weber, Evangelism, A Graphic Survey. Macmillan Company, New York, 1929, p. 125. 


grown at a much less rapid rate than church 
membership or population, it has increased 
slightly in actual numbers since 1926. The 1926 
Census of Religious Bodies showed 54.6 mil¬ 
lion church members in that year, and 21 mil¬ 
lion, or 38 per cent as many, Sunday school 
pupils. For 1941-1942, the Federal Council of 
Churches reported nearly 23 million pupils, or 
less than a third of the more than 67 million 
church members reported for the same period. 
What is more significant, 20 out of the 50 re¬ 
ligious bodies with more than 50,000 members 
actually reported fewer pupils in 1941-1942 
than in 1936. Among the larger denominations 
reporting actual declines in Sunday school 
members during this period, were the Roman 
Catholics, the Methodists, the Presbyterian 
Church in the U.S.A., the Northern Baptists 
and the Disciples of Christ. Taken together, 
these five groups lost more than a million pu¬ 
pils, or over 10 per cent of their Sunday school 
membership, during this 15-vear period.' 1 
Among the large denominations that showed 
important numerical grins during the period 
were the Southern Baptists and the National 
Baptists. 

Taken as a whole, the trend of Sunday 
school membership over the past few decades 
docs not promise a substantial future growth 
in church membership. 


M. Information Service. Fc«!cr.il Council of the 
Churches of Christ in America. New York, November 18. 
l, J 4 4 - 


C. THE CHURCH AFTER THE WAR 


There arc many divergent opinions about 
the effect of the war on the future growth 
of church membership. Some believe that the 
chaos and uncertainty of life in wartime in¬ 
creased men's spiritual needs and interests. 
Others believe that the effect of working harder 
and longer hours and of earning more money 
diverted the attention of those not actively en¬ 
gaged in fighting from church activities. 

From the evidence available there is reason 
to expect that the war did have a depressing 
effect on the growth of the church. Millions of 
young men were drawn from their homes and 
from normal lives at the very time when they 
might have been forming church-going habits. 
The manpower demands of war industries 
drew workers from their home communities 


and broke church tics, while the pressure of 
overtime work often interfered with church 
attendance. Beyond these effects, a churchman 
who has studied the influence of previous wars 
on church membership drew the following 
conclusions: 


. . .It was to be expected that there would be 
an increase of their [the churches’] natural func¬ 
tioning to meet the strain and unscttlcmcnt of 
war. This has not been the record. There was 
moreover, not just a slowing down of activities to 
be followed by a resumption of activities on a 
doubled scale. . . . Apparently the external fac¬ 
tors arc not the critical ones in membership en¬ 
listment in the churches. . . . The internal ones 
seem to be the decisive ones in the minds and 
hearts of the young. . . . Here is where war has 
its powerful devastating force. It is like an intcr- 
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nal blight spreading with inconceivable thorough¬ 
ness over a harvest field of human hearts and re¬ 
ducing the area of possible response with depres¬ 
sing finality-The statistics of the Churches 

are a potent argument for the abolition ot war. 

There is little evidence that the war re¬ 
versed the trends of the two prewar decades. If 
these trends continue in the future, it appears 
that the church will be barely able to hold its 
own in our society, if indeed its position does 
not further decline. From the economic stand¬ 
point, it is doubtful whether consumer ex¬ 
penditures in the form of gifts and bequests to 
religious institutions will be much larger in 
the coming years than in the recent past. 

(i). Future Expenditures for Religion' 3 

Consumption Expenditures “ 

Consumption expenditures of religious in- 


If this relationship prevails in the future, one 
might expect consumption expenditures by 
churches to be the same percentage of total 
consumption expenditures in 1950 as in 1942 
(since the dollar volume of consumer expendi¬ 
tures is estimated to be about the same in the 
two years according to the assumptions of this 
survey), or about $765 million in 1940 prices. 
For 1960, with an assumed rise in consumer 
expenditures to $102 billion, it would be rea¬ 
sonable to predict a further decline in the per¬ 
centage of consumption expenditures by 
churches to 0.8 per cent. This would mean ex¬ 
penditures of about $800 million in that year. 

Construction Expenditures 
According to Department of Commerce es¬ 
timates, expenditures for construction of reli¬ 
gious buildings declined precipitously from 
$139 million in 1929 to $20 million in 193?, and 


Consumption expenditures 01 ^ K39 million in 1929 to 520 million in i 

stitutions fell by more than 30 per cent trom ^ slow i y a f lcr ,935 lo $55 million in 1940 

the peak in 1929 a ,ow P oim ,n * 9 3 6 - hc and lo $58 million in 194*- During the war pc- 

dcclinc in total consumption expenditures dur- ^ wkh all ncw building of this type sus- 
ing the same period was almost as great, how- dcd many churches accumulated substan- 
cvcr, so that the percentage of consumption ex- ^ bui | din g f un ds. Some accepted war bonds 
penditures going to the churches was only ^ ^ mcmbcrs for building after the war. 
slightly less in 1936 *an in 1929- Although ex- A considcrab l c increase in church building 
penditures for religion increased somewhat is therefore likely in the latter years of this dec- 
after 1936, they failed to keep pace with the ^ Qnc dcnom i na tion alone has 11,000 sim 

marked rise in national income and in total -ek.,rrh huildiiurs: these an 

consumption expenditures. In 1941, for exam¬ 
ple, with total consumption expenditures the 


U1C, VVIU1 WWI vv...—- I . . 

same as in 1929, religious expenditures of $759 
million amounted to only 0.9 per cent ot total 
consumption expenditures, as compared with 
1.1 per cent in the earlier year. 

During the period of rising income alter 
1933, this tendency for an increase in total con 


a\iv. -- - - 

pic "one-room” church buildings; these arc 
completed structures which have only a 
church auditorium, with no provision for 
other activities. Considcrablc education is be¬ 
ing carried on by national agencies in an ef¬ 
fort to persuade local churches to erect larger 
and more adequate plants, suitable for diversi¬ 
fied programs. How large this backlog dc- 


1933, this tendency for an increase in total con- man(1 for churc h buildings may be is impos 
sumption expenditures to be accompanied by (Q est i matc . However, on the assumption 

a fall in the percentage attributable to rcli- ^ church building would have continued at 
gious institutions was a consistent one, an about the 1939-194° rate of $ 5 ° million per year 
there is little evidence that it will be reversed. dur j lbc f our war years (i 94 2 _I 945 )> 11 ,s 

not hard to conceive of an accumulated de¬ 
mand as large as $200 million. '1 his might 
easily be augmented by an additional $50-100 
million because of the low rate of construction 
during the middle i95o’s. The backlog of de¬ 
ferred church building may therefore amount 


12. H. C. Weber. Evangelism. A Graphic Surrey. Mac¬ 
millan Company, New York, 1929. P '* 5 - . ,j, c 

,3. See Chapter 4. section 5. lof a lull *»**^“«“ 
assumptions as to population, net >^" n >--. ‘^su.nc« c 
penditures, etc., on which the estimates of.950 a "d .9 £ 
expenditures are based. See also Ap t >endix 9 »«" mc,h 
ods used in estimatm* consumption oxi^rxliturc*- 

l4 . See Appendixes ( and 7 for detailed fi*urcs on con 
sumption expenditures from « 9“9 10 * 94 a - 
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to around a quarter of a billion dollars. Filling 
this backlog during the last half of this dec¬ 
ade (together with meeting the current de¬ 
mand for new structures) would result in a 
much higher rate of church construction than 
at any time during the prewar decade. The vol¬ 
ume might run as high as $100 million an¬ 
nually, which would still be much less than 
the 1929 volume of $139 million. 15 

As for the 1950-1960 decade, consultation 
with architects and building specialists, con¬ 
sideration of the trends of church membership 
and estimates of the future level of gifts and 
bequests to religious institutions would indi¬ 
cate that expenditures for church construction 
may range between $55 million and $65 mil¬ 
lion in 1950 and i960. 

(2). Goals oj the Church 

As with other areas of human need, these 
estimates of what consumers will “demand” 
and will be willing to pay for do not neces¬ 
sarily measure the “needs" for the services of 
religious institutions. Certainly, the amounts 
that it is estimated consumers will spend fall 
far short of overcoming the inadequacies of 
the church as conceived by the churchmen 
themselves. 

A report on the "State of the Church" made 
by a group of scholars to the Federal Council 
of the Churches of Christ in America in 1940 
thus summarizes the problems and goals of the 
church: "First among all the challenges which 
confront the churches we place the need of a 
more adequate ministry to the souls of men. 
. . . We must find time and place for the 
counseling of individuals. . . . Ministers must 
learn how to use and not to misuse the tech¬ 
niques of mental therapy." The failure of the 
churches to meet this need is often blamed on 
their inability to offer, to gifted and capable 
men. challenging opportunities for service. 
The “failure of the Church to impart to its 
members and especially to its young people the 
basic theological concepts through terminol¬ 
ogy which can readily be understood" is also 

15. nI oil "Pulpit Planning." Wall S:rre: fc:,rnal. 
September 23. 192S. 


deplored and pointed out as a failure which 
must be remedied. The report further ex¬ 
presses concern that the primary strength of 
Protestantism and “its chief focus of reference 
in its programme has been middle class urban 
society.” It is suggested that one of the major 
goals of the church in the future should be to 
enlist the loyalty and interest of the less pros¬ 
perous industrial groups. 

The achievement by the churches of "a 
more adequate ministry to the souls of men” 
depends primarily on the improvement of 
church personnel. The following is a more spe¬ 
cific statement of what church leaders regard 
as essential if these goals are to be achieved: 

(1) Adequate salaries for ministers and 
other professional workers. To make salaries 
“adequate" would require an increase of about 
50 per cent in prevailing rates of compensa¬ 
tion— without allowing for needed adjust¬ 
ments to the higher postwar level of living 
costs. 

(2) Employment of large numbers of pro¬ 
fessional workers in religious education. The 
various church and Sunday schools represent 
an extensive endeavor, and it is held that im¬ 
provement of standards can generally come 
only with the employment of larger numbers 
of professional workers, especially those who 
know how to train volunteer leaders as teach¬ 
ers and officers. 

(3) A mobile ministry to follow a popula¬ 
tion that is increasingly mobile. One authority 
has said that several hundred “trailer 
churches" will be urgently needed. This means 
new funds for employment of “ministers at 
large," rather than those attached to local con¬ 
gregations. 

(4) The retraining of the ministry. It is the 
opinion of many informed persons that large 
numbers of ministers arc inadequately pre¬ 
pared for handling the tasks before them. In- 
service training on a broad scale is now widely 
advocated. This can come about, however, 
only in cooperation with the theological semi¬ 
naries offering professional training. 

(5) Large-scale relief operations. Churches, 
as well as social and government agencies, do 
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portion of the total relief task under religious decade, 

auspices, after the raising of new funds 


auxj/'v—) - 

among church constituencies. 

( 6 ) Broad new programs of missions at 
home and abroad. About 15 per cent of the 
total expenditures of local churches are used 
for missionary work in this country and 


2. Private Social Welfare 

Private social welfare work originated in 
part in the charities of the church. The Chris¬ 
tian community regarded itself as a fellow¬ 
ship whose members were responsible for the 
r e . __ Ta/Iiu rhr Roman 


r- wnrk in this country and ship whose memoers wac - 

k a m d The Uadcrs of Emissions believe care of needy persons. Today, the Roman 

r” u Fv s n reE st r c d e ed as imp,ying some,hin8 

the future, and «p«,aUy fcr the ~g £ Bountiful ." the woman of wealth 

clergymen in all d-omina.mp them should by La ^ ^ ^ ^ o£ „,e needy. 

be emphasis not only on the scp. however the need for professional work- 

»* * “t b ;:,sr s - ssItesS: - 

common interests all have * n 8 b snonsibilitY for relief and other so- 

erally.Eachtraditionwoujdthusbeco ^ 5Crvic 's. Indeed from colonial days there 

elective .n itself at the same .met ^ ^ a large on <i increasing public respon- 

contribute more efeejn£r£,, bl |„y for social welfare. It has been esti- 
held in common by all the g malc< j lhal by 1916 government expenditures 

(j). Cost of Meeting Need, for relief in the larger cities were equal to pn- 

To achieve these goals would involve: sub- va £ o{ the depression, public 

stantially higher salaries (even in ; j wcl(arc , V ork expanded rapidly. When 

, 94 o price levels) to ministers and otherchurch ^ nmem entered into new types 

workers, and would require the_ e p of JervicCi it s „ on dominated the field, 

of new professional workers. Church leader government expenditures probably 

estimate that these objectives could be attained cent of the total spent 

it rsrS 

HEHxSxb =5=■ -—" 

• . . krrvicc* 


pcriou. wnn me -- 

bership and improvement of church services, 
an increase to about Si,050,000,000 might be 
required by 1960. These totals are modest in 
comparison with the . 9*9 total, which 
amounted to $9.2 million. Hut they are s„l 
about one third higher than our estimates ol 


a. SOCIAL WELFARE TRENDS 

Although activities of private welfare agen¬ 
cies were well maintained during the depres¬ 
sion, they were wholly unable to cope with the 
vast increase in the relief problem. I or the 
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first time in our history, the federal govern¬ 
ment entered relief and welfare on a large 
scale. 

Expanding Role of Government 

Between 1930 and 1940, the dominant social 
service agencies became governmental rather 
than voluntary. The Social Security Act was 
passed in 1935. Thereafter, it was govern¬ 
mental experimentation that supplied the so¬ 
cial pioneering. Many services were intended 
to be “economically constructive rather than 
merely palliative,” and much of the assistance 
rendered by governments was in the form of 
wages for socially useful work. There was a 
new tendency for public welfare agencies to 
work out policy on national and state, rather 
than local, levels. Tremendous changes had 
come about through new social legislation, 
some of it advocated by social workers in pri¬ 
vate agencies. Civil liberties, the problems of 
youth, the social needs of rural communities, 
mental hygiene, housing for low-income 
groups — all these had a new significance in 
1940 as compared with 1930. 

The 19*0 Census reported 31.241 “social and 
welfare workers." In 1940, with the category 
considerably broadened and more persons in¬ 
cluded, the Bureau of the Census reported 
69,677 social and welfare workers employed. 
In addition, 2,851 persons reported themselves 
as unemployed social workers. It has been es¬ 
timated that, if the 1930 occupational census 
had been on the same basis as that of 1940, 
40,000 social workers would have been re¬ 
corded in 19^0. Thus, there was actually a 
total increase between io;:> and 1940 of some 
30,000 professional workers, although the 
number of social workers in private agencies 
remained approximately the same.'* 

This trend toward “state assumption” of 
welfare activities was well established before 
the war began, and there can be little doubt 
that it will continue now. This may have the 
effect of lessening the willingness of consum¬ 
ers to support voluntary welfare activities. 

16. Either Lucile Brown, Social II ’or\ at a Profernon 
(rev. cd.), Rii'srll Sage Foundation. New York. 19.1a. 


Some resistance to voluntary effort in social 
work has already occurred because of the huge 
governmental operations. Future tax policies 
may also have considerable influence on vol¬ 
untary giving, although up to 1940 there was 
no tangible evidence that tax rates had mark¬ 
edly influenced the proportion of consumer 
expenditures for gifts to either religion or so¬ 
cial welfare. 

Contributions of Individuals' 7 

In spite of this notable expansion of govern¬ 
ment in the field of social welfare, private ac¬ 
tivities remain large and varied and will prob¬ 
ably continue to play an important role. Con¬ 
sumption expenditures for private welfare ac¬ 
tivities have averaged about 60 per cent as 
much as for religion during recent years. They 
dropped from $602 million in 1929 (as com¬ 
pared with $912 million for religious institu¬ 
tions) to $362 million in 1934. After that year, 
until the war, there was only a slight increase 
in total expenditures for welfare, with the 1940 
figure reaching $432 million. 

This trend, however, conceals important dif¬ 
ferences in the support of various fields of ac¬ 
tivity. 1 " Expenditures by social welfare and 
foreign-relief agencies amounted to $227 mil¬ 
lion in 1929, rose to $254 million in 1931 with 
the onset of the depression, and fell to a low 
point of $164 million in 1932. Thereafter, these 
contributions rose steadily to reach $296 mil¬ 
lion in 1941. Thus, private welfare was rela¬ 
tively well maintained during the depression 
(as compared with religion), in spite of the 
large-scale federal relief and work programs. 

Meanwhile, a steady decline in personal re¬ 
mittances to foreign countries, mostly pay¬ 
ments by immigrants to families and friends 
abroad, reflected disturbed conditions in Eu- 
rojx: and the approach of war, as well as dc- 

17. See Appendix 6 for detailed figures on consump¬ 
tion expenditures from 1909 to 1942. 

18. These are classified into: (1) social welfare and for¬ 
eign-relief agencies, (2) personal remittances to foreign 
countries (i.e., to relatives and fricn.ls of immigrants, etc.). 
(3) political organizations, and (4) foundation expendi¬ 
tures (except education and research). The last two are 
relatively unimportant except for the marked rise in po¬ 
litical contributions in presidential election years. 
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prcssion and unemployment in the United 
States. From a 1929 level of $339 million, they 
fell sharply and were less than $90 million in 
1941. During the war they shrank to negligible 
amounts. 

The consumer makes the major part ol 
his contributions to organized social work 
through the community chests that raise 
funds for local agencies which, in turn, care 
for needy aged persons and children, render 
case work services to dependent families and 
provide leisure-time activities. In 1942, com¬ 
munity chests throughout the country received 
contributions from an average of 23 per cent of 
the population. The average per capita gift was 
S1.87.* 0 Campaigns conducted by 619 commu¬ 
nity chests in 1941 raised nearly $96 million. 
This amount was used to meet many ot the 
needs of the local social work agencies, which 
spend over $225 million a year (including ex- 
penditures for hospitals and health agencies, 
which arc not considered in this chapter). 
These agencies obtain other income from re¬ 
turns on endowments, from payments for serv¬ 
ices rendered and from various educational 
and other enterprises which they conduct. 
During the depression years, the chests ot the 
country raised as much as $100 million in a 
single year. However, since 1925 the volume 
of funds raised has increased much less rap¬ 
idly from year to year than the growth of popu- 

lation. . - 

The proportion of individual gifts under *5 
increased from 12 per cent of the total raised 

between .935 and 1939 >5 P« « m m 'V 2 ' 

Corporation gifts were also growing in im- 
portancc; corporations contributed 27 per cent 
of the total that was raised by 108 community 
chests studied in 194*- Group giving by labor 
unions and other organizations has become 
increasingly important, too. 

The total amount raised in 1925 by 171 01 
the nation’s community chests (for which 
comparable data are available for a peritxl ot 
years) was $52.6 million; in 1939 11 was 

.9. The data on community <h«.,1 in this £ 

ba*ed on various publications of the Mv-cufon ol 
munity Chests and Councils. New York. 


million; in 1940, about $53-9 million; in 1941, 
with rising prosperity, gifts exceeded $55.8 
million; and in 1942, $63.5 million was col¬ 
lected. In 1941 and 1942, “war chests" with 
special funds for U.S.O. and relief abroad were 
included in community chest campaigns in 
certain cities. 


Salaries 20 

Although social work has become a field 
that requires highly specialized training of us 
personnel, it is generally accepted that the 
salaries of social workers have not been high 
enough “to provide opportunities for travel, 
study and the purchase of books adequate for 
professional growth and efficiency.” Leading 
social work agencies feel that, if case workers 
arc to be able to do their jobs properly, they 
must at least complete the training provided 
by an accredited graduate school of social 
work. In 132 organizations, the median salary 
of workers below the grade of supervisor ad¬ 
vanced from $840 in 1913 to $1,220 in 1920 and 
to $1,517 in 1925- But because of increases in 
the cost of living, the “real income" dropped. 
There has been no general study of salaries in 
relation to the cost of living since that time, but 
salaries arc believed to have increased between 
1925 and 1930. During the depression years, 
there were numerous salary cuts in voluntary 
social agencies, with some restorations since 
1957, and some further adjustments to the ris¬ 
ing cost of living since the war began. 

The median salary at which family welfare 
agencies were employing newly lured case 
workers, usually persons with two years ol 
graduate training, was $1,620 in » 9 ^ s * wh,lc 
the median for newly hired supervisors was 
$2,400. Salaries in public social work appeared 
to be no more favorable and to vary greatly 
from state to state. A study of salaries of work¬ 
ers in child welfare agencies for 1941 showed 
that 1,100 case workers in private agencies rc- 

20. Data on salaried arc from three by Ralph C. 

Hurlin: Social Work Satahe, Ru^cM Sa*c Foun.la 
New York. I0i6; Salaries ami Qualification, of Ch,t<! Wel¬ 
fare Worker, <n , 941 . Ru»cll Sa*c 1-oun.laUon. 1043; 
■•Recent I !inn K Practice* of Private Family Auricle*. The 
Family. October i 9 39- 
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ccivcd a median annual salary of $1,700, and 
317 workers in public agencies received a me¬ 
dian of $1,620. Since then, salaries have in¬ 
creased. By 1943, salaries for comparable posi¬ 
tions were considerably better than $ 1,800. 

Effects of World War II 

The war, with its rising prosperity, of course 
helped to relieve civilian distress and to bring 
more generous support to private welfare 
agencies. But the war also brought new prob¬ 
lems to welfare agencies. By 1943 an acute 
shortage of professional workers, particularly 
in the group work field, prevailed, largely as 
a result of the wartime demands of such agen¬ 
cies as the Red Cross and the U.S.O. Children 
in American communities were recognized as 
one of the first “casualties of war." There was 
a marked increase in juvenile delinquency, 
mainly because of the new mobility of the 
population, poor housing and the number of 
working mothers. The unusually critical 
needs of the Negro population were thrown 
into bold relief. Racial discrimination was 
generally recognized as widespread in Ameri¬ 
can communities. There was a tremendous 
need for adequate recreation. The National 
War Fund was organized to coordinate the 
public appeals of special war agencies and to 
organize collections in small communities, 
and in its 1943-1944 campaign it collected 
more than S120 million. 

Local community chests arc likely to per¬ 
sist because of community pride and initia¬ 
tive. There is much sentiment that we are — 
or should be — interested in maintaining 
“freedom to give." The determined effort to 
raise monev through local campaigns in order 
to render to the armed forces the services as¬ 
sociated with U.S.O. illustrates this convic¬ 
tion. The recreational services rendered by the 
six agencies associated with U.S.O. (the 
Y.M.C.A., the Y.W.C.A., the Jewish Welfare 
Board, the Salvation Army, the National Trav¬ 
elers’ Aid Association, the National Catholic 
Community Service) micht have been ren¬ 
dered to members of the armed forces by a gov¬ 
ernmental agency. It is no secret that consider¬ 


able controversy went on behind the scenes as 
to whether a large voluntary effort would be 
appropriate. However, there was considerable 
public feeling that the services should be ren¬ 
dered under voluntary auspices, and this point 
of view finally won out. 

b. ESTIMATED EXPENDITURES IN I 95 O AND I960 2 * 

Thus, we can look forward to further ex¬ 
pansion of the government role in welfare ac¬ 
tivities accompanied by continued private re¬ 
sponsibility for many important areas. We can 
only guess at what this will mean in terms of 
future consumption expenditures for private 
welfare purposes, but it seems likely that total 
contributions will not be very different from 
recent dollar levels (in 1940 prices). Under the 
assumption of higher national income in 1950 
and i960, contributions would form a substan¬ 
tially smaller proportion of total consumption 
expenditures than in the past. 

Expenditures by welfare agencies arc likely 
to follow trends different from those for remit¬ 
tances to foreign countries, both in the imme¬ 
diate and more remote postwar period. More 
than half of total consumption expenditures 
for welfare ($261 million out of $432 million 
in 1940) were spent by social welfare and for¬ 
eign-relief agencies. The dollar total has in¬ 
creased considerably with the rise in national 
income since 1933, ant * has constituted a 
slightly larger share of total consumption ex¬ 
penditures/ 2 

On the basis of past trends and relationships, 
it might be reasonable to expect expenditures 
by welfare and foreign-relief agencies of about 
S310 million in 1950 and $350 million in i960, 
compared with $261 million in 1940. (See 
Table 126.) 

It seems evident that personal remittances by 
immigrants and citizens of the United States 
to friends and relatives in foreign countries 
will be substantial in the next few years be- 

21. See Chapter i, section 5. for a full statement of the 
assumptions as to population, national income, consumer 
expenditures. etc., on which the estimates of 1950 and 
i960 expenditures are based. See also Appendix 9 for the 
methods uses! in estimatinc consumption expenditures. 

22. See Appendixes 6 and 7. 


342 



RELIGION AND PRIVATE WELFARE 

cause o£ the accumulated distress o£ their rela- sonnel.” But in some forms of organized so- 
dvel in Europe; but it also seems likely that cial welfare work, the teamed pro «s,ona per- 
there will be a reduction by .950 in the needs sonnel does not ex.st. Therefore, they point 

lion in 1941 and virtually disappeared as the cooperauon of social agencies with the edu 
rrtnr : mir a Following a considerably tional institutions that tram social wo , 

»«. r , p«pro£eiiion,l 

in the immediate postwar yW would not teaming.^ ^ 5Ian da,ds of com- 

mmmwmm 

. foundations (other than educational low minimum. An increase of 50 per cm 

£w3£aa» 

'seshsz::: 

K, Correct vc would have total expenditures handled by volunteers. This is expressed as a 
( • wviil welfare of $440 million in definite need, in addition to the necessity o 

for Pr-ate -ial wclfa e r^ fcssional , cad crship. We need, say some, 

1950 and $455 million ! bolh m orc volunteers and more profession- 

nls.” But this recommendation involves the 
employment of professional personnel that can 
train volunteers. 

(5) Extend voluntary adult education con¬ 
cerned with the social issues of our times. So¬ 
cial agencies arc, in part, agencies of adult 
education. There arc those who plead that 
much of our adult education should he under 


iqsu auu .... ' ~ ... t . 

with $«2 million in 194°- The small size of the 
increase is due to the expected sharp drop in 
personal remittances to foreign countries; ex¬ 
penditures for welfare and foreign relief will 
show a greater proportional increase. 

c. SOCIAL WELFARE COALS 
These estimates of what consumers will 

S 3 think o^hf.r i ,c^i\,wcHa,c ^’^“^standards of numerous local 
£*£ is inadejate pro' 

fessional salaries. of for example, is turned over to local institutions 

Judging by the writmgs™Here it is used to pay salaries of employed 
•" o'oamv.ed social welfare, workers and for the relief, maintenance, guid¬ 

ance, health and education of persons in these 
institutions. Social workers claim that these in- 
stitutions need more adequate maintenance, 
and that many of the physical facilities are out- 


leaders in organized social welfare, tncy 

to do the following: , 

(1) Employ morc professionally trained 
personnel in social agencies. Over and over 
again this is stated as the outstanding need, 
we had more money we would put it into |x.r- 
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Table 126 

Estimated Consumption Needs and Demand for Relicion and Private Social Welpare in 
1950 and i960 Compared With 1940 Expenditures 

{In Millions at 1940 Prices ) 


1950 1960 


Type oj Expenditure 

1940 

Probable 

Needs 

Probable 

Needs 

Total 

$i,M 4 

$1,205 

$1,630 

$*,255 

$1,655 

Religion 

712 

765 

1,000 

800 

1,050 

Private social welfare 

432 

44O 

630 

455 

605 

Social welfare and foreign-relief agencies 

261 

3 ,c 

500 

350 

500 

Personal remittances to foreign countries 

120 

no 

IIO* 

55 

55 * 

Political organizations, and foundations 

5 * 

20 

20* 

50 

50* 


a. No distinction attempted between "probable" and "needs." 


moded and should be replaced or rehabili¬ 
tated. 

(7) Engage in large foreign-relief enter¬ 
prises, probably until the end of the present 
decade, and perhaps for a longer period. Ex¬ 
perienced foreign-relief workers state that gov¬ 
ernmental and voluntary foreign-relief agen¬ 
cies engaged in extensive operations abroad in 
connection with World War I for a lo-'ycar pe¬ 
riod extending from 1914 to 1924. Informed 
opinion expects that foreign-relief operations 
will extend at least to 1949, and possibly beyond 
that date because of the magnitude of the pres¬ 
ent task compared with that of 1914-1924. Pre¬ 
vailing opinion also indicates that only a very 
small proportion of the foreign-relief expendi¬ 
ture will be made from voluntary gifts, that 
the government will have to finance almost all 
of it. Estimates have been made of the need for 
private gifts of $125 million a year in the next 
several years for relief abroad. Such a sum 
would be considerably more than the entire 
sum raised in gifts in 1941 by all the commu¬ 
nity chests in the nation. 

Obviously, these goals cannot be stated ex¬ 
actly, nor can the cost of achieving them be 
precisely estimated. However, a reasonable at¬ 
tainment of the goals of higher salaries, more 
trained personnel, higher standards in social 
institutions, and provision for adequate for¬ 
eign relief could easily involve twice the 


amount of money spent in 1940 for support of 
social welfare and foreign-relief agencies. This 
would mean $500 million expended by these 
agencies instead of the $261 million actually 
spent in 1940, and as compared with this sur¬ 
vey’s estimates of "probable” contributions of 
$310 million in 1950 and $350 million in i960. 

3. Summary 

Summarizing the estimates presented above, 
it appears that consumption expenditures for 
religion and social welfare, under the assump¬ 
tions of this survey, will amount to $1.2 bil¬ 
lion in 1950 and to nearly $1.3 billion in i960, 
of which $765 million and $800 million, re¬ 
spectively, would represent the support of re¬ 
ligious organizations. This compares with 
total expenditures of Si .1 billion, and religious 
expenditures of about $700 million, in 1940. 
However, if ‘'needs," as defined by religious 
and welfare leaders, arc to be met, total ex¬ 
penditures for religion and social welfare 
would amount to more than $t.6 billion in 
1950 and to nearly $1.7 billion in i960. 

If these very rough approximations can be 
accepted as providing in any degree a meas¬ 
ure of “needs” as compared with "demand” 
for services of religious and welfare agencies, it 
appears that the voluntary contributions of 
consumers will fall short of what leaders in 
these fields believe is required by some $400 
million in both 1950 and i960. 
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CONSUMPTION NEEDS AND DEMANDS 


The last year of the war found American 
consumers with a much larger current income 
and a vastly greater reserve of purchasing 
power than in any prewar year. Although con¬ 
sumers increased their expenditures for goods 
and services from $66 billion in 1940 to the un¬ 
precedented level of $105 billion in 1945, their 
total income rose by a much larger amount 
from $76 billion to about $160 billion. As a re¬ 
sult, and in spite of steeply rising personal 
taxes, consumers’ accumulated savings at the 
end of 1945 were some $135 billion more than 
they were five years before. Over three fourths 
of this — over $100 billion — was held in the 
form of cash or its equivalent. In other words, 
consumers built up during the war period a 
reserve of liquid purchasing power about as 
large as the total amount they actually spent 
for goods and services in the boom year 1945* 

I. Deferred Demand 

How much of this huge wartime accumula¬ 
tion of liquid reserves will consumers actually 
want to convert into goods and services during 
the postwar transition years, and how much 
will they want to hold as a permanent back¬ 
log of savings? The answer can be no more 
than speculative. It depends on the distribu¬ 
tion of these savings among income classes, 
the different reasons that motivated the ac¬ 
cumulation of these savings, and also on the 
conditions that will confront consumers dur¬ 
ing the transition years. 


By J. Frederic Dewiiurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey, and based largely on data pre¬ 
sented in preceding chapters of this report, the 
authors of which, however, arc not responsible 
for interpretations and conclusions in this chap¬ 
ter. 


In some cases, savings were consciously set 
aside for a specific purpose — to buy a home, 
a farm or a business; or a postwar automobile; 
or to educate children. In other instances, 
money was saved for investment — or specula¬ 
tion—in securities or mortgages, or in the 


form of annuities or insurance in order to pro¬ 
vide present or future income. Some wartime 
reserves were consciously accumulated as 
“rainy-day savings” to take care of sickness or 
unemployment or other unforeseen future 
emergencies. Finally, an appreciable — but un¬ 
known-part of wartime saving was not 
motivated in any positive way, but resulted 
cither from the pressures of "buy-a-bond" cam¬ 
paigns or from sheer inability of consumers to 
find the goods they wanted. 

The problem is further complicated by the 
fact that savings set aside for one purpose may 
be used — or may have to be used — for an en¬ 
tirely different purpose. If serious and pro¬ 
longed unemployment develops during the 
last' half of the present decade, consumers may 
have to draw on liquid reserves set aside for 
other purposes, in order to meet their living 
expenses. In that event, such expenditures 
would help to restore a higher level of activity. 
On the other hand, if a high level of employ¬ 
ment and business activity is maintained dur¬ 
ing the transition period, consumers will be 
more likely to want to use their liquid reserves 
for the purposes for which they were originally 
set aside. 

,. A survey made in «hc first quarter of 194 * s | how . e f * 
Iieavy concentration of l,qwd cuett 
middle and upper income proups. who normally 
for the hulk of consumer purchases of automobiles and 
other war-deferred durable and luxury poods. I he 47 Pcj 
cent of -spendinp units” will, b" than S2.000 annua 
money income held 2. per tent of i-.tal personal hohl.nps 
of liquid assets, while the S per cent with incomes oxer 
$5,000 held S 6 per cent. The middle income proups — 
those with S2.000 to $5.oon income-comprised 42 pe 
cent .4 all spendmp un.is and accounted for 4 * l»cr cent ot 
I .quid asset lK»ldinps. leJerjt Resent Bulletin, July 1946. 
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A considerable part of the $135 billion war¬ 
time accumulation consists of “surplus sav¬ 
ings,” which consumers set aside solely because 
they could not buy the goods they wanted. 
This surplus over what consumers would nor¬ 
mally have saved out of their steeply rising 
wartime incomes cannot be estimated accu¬ 
rately, but it must have been at least $50 billion 
at the end of 1945 and may have been as much 
as $80 billion or more. 2 

Expressed in a different way, these surplus 
savings represent the "deficit of consumer pur¬ 
chases” during 1941-1945, or the additional 
amounts that consumers would have spent if 
desired goods and services had been available. 
Obviously, only part of this deficit will appear 
as deferred demand, now that consumption 
goods are becoming available in normal vol¬ 
ume and variety. Consumers deprived of but¬ 
ter or sirloin steaks or their favorite brand of 
cigarettes during the war years will not try to 
make up the deficit by consuming two or three 
times as much now that they can get what 
they want. This is true of food and other per¬ 
ishable products, of many other kinds of lux¬ 
ury and nondurable goods and of most con¬ 
sumers' services. 

Requirements for automobiles, household 
mechanical appliances, furniture and other 
consumer durables, however, as well as for 
clothing and furnishings, and indeed for many 
deferred services such as vacation travel, rec¬ 
reation and education, appeared after the war 
as accumulated demand that consumers arc 
trying to satisfy during the postwar transi¬ 
tion period. The extent of this deferred de¬ 
mand can only he guessed at. but it probably 
amounted (exclusive of housing) to at least 
half of the amount of the deficit of consumer 
purchases during the war, or a minimum of 
$25 billion at the end of 1945. 3 Spread over the 

S*r Chapter 4. section 4. tor discussion of surplus 
w.irl!■!.'• savings. On the baw of three difletcnt nssurnp- 
n<>ns .»% to the volume ,»f normal savings. surplus "»nmm 
of in<i;\u:i:aU“ during 1941-1945 aniuonKil to $6u bil¬ 
lion. Sv billion and $100 billion, icsjxvtively; consumer 
'aviii.v u-.iiMiltitc about 90 per cent of sasings of null- 
\ ideals. 

;. Stunner U. Slichtcr in lanuary 1946 estimated that 
ret.i'.l sales since 1941 had fallen short of ilutr normal 


transition period to the end of the decade, this 
would mean an excess over normal demands 
for consumption goods and services of $6 bil¬ 
lion or more per year. 

a. AUTOMOBILES 

The automobile industry will undoubtedly 
be the chief beneficiary of this war-deferred 
demand. Passenger-car registrations dropped 
sharply after production ceased early in 1942 — 
from 29.5 million at the end of 1941 to 25.1 
million at the end of 1945. Registrations would 
normally have increased to at least 31 million 
during this period. Hence about 6 million new 
cars — or more than the industry has ever pro¬ 
duced in a single year — were needed merely 
to replace those scrapped during the war. 

In addition, an estimated 11 million of the 
cars on the road at the end of 1945 were over 
10 years of age and must be junked and re¬ 
placed within the next few years. To make 
good all these deficiencies by the end of the 
decade would mean a deferred demand for 
over 4 million cars per year, added to normal 
requirements for current replacement and new 
ownership. Measured in dollars at postwar re¬ 
tail price levels, this deferred demand for 17 
million passenger cars would mean a total of 
at least $20-22 billion, and probably more. Of 
this, perhaps Si4-15 billion would represent 
consumer demand. (Sec Chapter 10.) 

b. HOUSEHOLD APPLIANCES 

Most of the industries making the more im¬ 
portant kinds of household electrical and me¬ 
chanical appliances were converted to war pro¬ 
duction early in 1942. Retail sales of these 
products were large in 1940 and reached rec¬ 
ord high levels in 1941. Although consumer 
purchases, largely supplied from dealers’ 
stocks, dropped sharply in 1942, consumers 
were probably well supplied with these appli¬ 
ances at the end of that year. During the next 
three years, however, and in spite of slowly rc- 

:imount by Ss5 billion, of which $45 billion consisted of 
durable good*, and that “probably at least half of this 
deficit would be "the basis for a future demand." See 
■‘Business Outlook for 1946." Commercial and Financial 
Chronicle. January 10, 1946. 
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sumcd production after the end of the Japanese 
war, serious shortages developed. By the end of 
1945 there was unquestionably a substantial 
backlog of deferred demand not only for the 
more expensive appliances such as refrigera¬ 
tors, vacuum cleaners, washing machines and 
sewing machines, but for a host of miscellane¬ 
ous kinds of household hardware, appliances 
and equipment. 

A very conservative estimate, which makes 
allowance for the fact that consumers were 
able to supply some of their needs even in 
1943 and 1944 and for “leakages’* of various 
kinds, indicates that the backlog of deferred 
demand at the end of 1945 amounted to at 
least $2 billion at the 1944 price level. 4 5 In spite 
of the fact that this would be 60 per cent larger 
than the physical volume of sales in 1940 and 
almost 20 per cent more than the record vol¬ 
ume for 1941, it may prove to be an under¬ 
statement of the actual backlog. It might be 
more reasonable to assume that the three years 
of acute shortages would result in an accumu¬ 
lated demand for mechanical appliances of 
twice the 1940 volume, which would mean 
about $2.5 billion at the X944 price ^\. 

Some idea of the deferred demand for indi¬ 
vidual appliances can be obtained from sur¬ 
veys of “consumers’ intentions to purchase 
household appliances’’ conducted by the Ollicc 
of Civilian Requirements. 6 On the basis of 
interviews with a representative sample of 
families, this survey showed that over 3.6 mil¬ 
lion families intended to “buy right away" and 
"without reservation" mechanical refrigera¬ 
tors; nearly 2 million were prepared to buy 
sewing machines; over 3 million would buy 
vacuum cleaners; and over 4 million wanted 
electric irons and washing machines. As the 
April 1945 survey showed increases in "inten¬ 
tions to buy’’ of from 30 per cent to 90 per cent 

4. As cJlimaied in Chapter 9. ‘he deferred demand after 
allowance for $ 5 °o million of -leakage" was Si .5 
Allowing for 1944 prices 3 * P« « n « abovc ,94 °' de * 
ferred demand would amount to about Sa billion. 

5. "Consumers’ Intentions to Purchase Household Ap¬ 
pliances and Miscellaneous Household Articles. Oflicc “t 
Civilian Requirements. War Production Board, September 

28. 1945 (based on "Fourth Survey of Consumer Require¬ 
ments,” April 1945). Series D, No. 6 . 


over the results of a similar canvass in April 
1944, it is reasonable to assume that the later 
survey considerably understated the deferred 
demand for these products at the end of 1945. 
The results of this survey are compared in 
Table 127 with data on the 1940 sales of elec¬ 
trical appliances. 

To assume that twice the number of units 
sold in 1940 represents a fair measure of de¬ 
ferred demand at the end of 1945 is probably 
an exaggeration in the case of electric irons, 
and perhaps in the case of mechanical re¬ 
frigerators, in view of the data on consumers’ 
intentions to purchase. The assumption ap¬ 
pears reasonable in the case of vacuum clean¬ 
ers, however, and is probably an understate¬ 
ment of deferred demand for washing ma¬ 
chines. 

For the entire group of ix items shown in 
Table 127, an accumulated demand at the 
end of 1945 equal to twice the number of units 
sold in 1940 would mean a total retail value of 
about $1,950,000,000. This is at an average 
price level 32 per cent abovc 1940. These ix 
items arc the most important, and constitute 
the bulk of the demand for, household appli¬ 
ances used in the home. However, the list does 
not include radios (which arc discussed be¬ 
low), sewing machines or a host of less im¬ 
portant and “newer” products such as dish¬ 
washers, automatic electric blankets, (lash- 
lights, dryers, home freezers and water heat¬ 
ers. 

In X940 the retail sales of these 11 items 
amounted to about $740 million out of total 
consumer purchases of household mechani¬ 
cal appliances of $960 million. On the basis 
of this relationship, it is entirely possible 
that deferred demand for all such appliances at 
the end of X945 was easily as high as $2.5 bil¬ 
lion, instead of $2 billion. 

c. FURNITURE, FURNISHINGS AND CLOTHING 

Household furniture and furnishings con¬ 
sist of a wide variety of durable and semi- 
durable metal, wooden and textile products 
which, taken together, arc a far more impor- 
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Table 127 


Indications of Possible Deferred Demand for Electrical 
Appliances at End of 1945 
{In Millions) 


Appliance 

Number of Families 

Who Would Buy 

April 1945 

Turice Units Sold in 1940 

Number 

Estimated Value at 
32% Above 1940 Prices 

Mechanical refrigerators 

3.6 

5*2 

$>,043.3 

Washing machines 

4 * 

3 1 

272.3 

Vacuum cleaners 

3.0 

3-4 

207.2 

Ranges 

• 

•9 

165.7 

Irons 

4.1 

10.3 

49.8 

Clocks 


7-2 

4 <M 

Fans 

■ 

3-7 

42.1 

Toasters 

• 

4-5 

39-6 

Shavers 

* 

1.8 

30.9 

Ironing machines 

* 

•4 

27.0 

Mixers 

• 

•9 

26.7 


Sources: Number of families — '•Consumers' Intention* to Purchase Household Appliances and 
Miscellaneous Household Articles." Office of Civilian Requirements, War Production Board, 
September a8. 1945 (based on "Fourth Survey of Consumer Requirements," April 1945). 
Scries D, No. 6, Table 3. Includes only those families who stated they would buy "right away" 
and made no reservation about waiting for "unproved models, etc." Units sold and value — 
based on survey made by Electrical Merchandising. January I, 1946. 
a. Not available. 


tant item in the consumer budget than me¬ 
chanical appliances. 

In 1940, consumption outlays for furniture 
and furnishings amounted to nearly $3.7 bil¬ 
lion, as compared with slightly less than a bil¬ 
lion for mechanical appliances. Replacement, 
rather than new demand, is a far more impor¬ 
tant factor in the demand for furniture and 
furnishings than for mechanical appliances. 
Because of this, as well as because the supply 
of furniture and furnishings was much better 
maintained during the war years, the war- 
deferred demand for these products was much 
smaller in relation to prewar consumption 
than for mechanical appliances. A rough, but 
conservative, estimate indicates that the ac¬ 
cumulated demand for furniture and furnish¬ 
ings at the end of 1945 amounted to about S1.7 
billion in 1940 prices, or to approximately $2.2 
billion when allowance is made for a 32 per 
cent price increase.® 

6. Sre Chapter 9 for methods used in arriving at this 
estimate. 


Consumers’ inventories of clothing were un¬ 
doubtedly sharply reduced as a result of the 
textile shortages that developed in the latter 
part of the war. And many of the returning 
servicemen found themselves with no inven¬ 
tories at all. Although it is difficult to distin¬ 
guish between current and deferred demand 
for clothing, a conservative estimate indicates 
that accumulated demand at the end of 1945 
probably amounted to about half a billion dol¬ 
lars at 1940 values, or nearly $700 million at the 
1944 price level. 1 

d. recreation, travel and education 

Vacation travel, both domestic and foreign, 
was drastically curtailed after we entered the 
war, and many types of recreational goods and 
services disappeared from the market alto¬ 
gether. At home the pressure of the war pro¬ 
gram meant that many consumers had to 
forego vacations entirely, while those who had 

7. See Chapter 7 for methods used in arriving at this 
estimate. 
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the time and the inclination often had no place 
to go because of gasoline shortages and over¬ 
crowded railroad facilities. For obvious rea¬ 
sons, travel abroad became both undesirable 
and impossible — except for members of the 
armed forces. Recreational goods such as ra¬ 
dios and musical instruments, hunting and 
fishing equipment and many other kinds of 
sports equipment became unavailable for civil¬ 
ian purchase because of the pressure of war 
needs. 


obtainable, which consumers will want to re¬ 
place as soon as possible. How large the de¬ 
ferred demand for these products was at the 
end of 1945 can only be guessed, but it may 
well have been as large as the conservative esti¬ 
mate of half a billion dollars for radio sets. A 
total deferred demand for radios, musical in¬ 
struments and sports equipment of a billion 
dollars would be considerably less than the 
total retail sales of such products in either 1940 
or 1941* 


Radios 

Radios were undoubtedly the most impor¬ 
tant single item in the deferred demand for 
recreational goods. In 1940 consumers paid 
nearly $350 million for 11.5 million radio sets; 
1941 set an all-time record with sales of 13.7 
million sets valued at more than $415 million. 
When production ceased in 1942, sales dropped 
to less than half the preceding year s dollar 
volume, but consumers were probably well 
supplied with sets at the end of that year* As 
there was virtually no production during the 
next three years, however, demand accumu¬ 
lated rapidly. . 

Estimates of the deferred demand for radio 
sets at the end of 1945 vary widely —from a 
little over 3 million to as high as 30 million. 
Because radio sets of the cheaper variety arc 
usually replaced at frequent intervals, it is 
probably not safe to estimate the deferred de¬ 
mand as equivalent to twice the number sold 
in 1940. If accumulated demand were esti¬ 
mated conservatively as roughly equal to 1940 
sales, it would mean about 12 million sets with 
a postwar retail value of nearly half a billion 
dollars. This would of course be exclusive of 
the annual normal current demand, which at 
the high levels of postwar income might read¬ 
ily exceed the 1941 total. 

Pianos, phonographs and other musical in¬ 
struments, as well as a wide variety of sports 
equipment, games and toys, were also in short 
supply or unavailable during the war years. In 
other cases only unsatisfactory substitutes were 

8 . Electrical Merehandmng. January I. 1946. P- 


Postponed Travel 

How much of the postponed vacation travel 
will actually appear as deferred demand is 
speculative, but undoubtedly a considerable 
part of it will. Before the war, consumers 
spent some $400 million a year on f° rc, g n 
travel. Except for the war, some $2 billion 
would probably have been spent by the end of 
1945. No recent estimates of money normally 
spent on vacation travel at home arc available, 
but it was estimated at $2.3 billion in the 
semidepression year i 9 35. and it probab y 
amounted to at least $3 billion in moderately 
prosperous 1940. As most of this travel became 
impossible after Pearl Harbor, it is-conserva¬ 
tive to estimate that at least $S billion addi¬ 
tional would have been spent by thc end of 
1945 if the war had not occurred. 

Most of this postponed travel will never be 
made up, but substantial war savings were 
earmarked for a "long trip after the war. The 
first few months of peace found vacation re¬ 
sorts and travel facilities crowded far beyond 
normal capacity. It is reasonable to suppose 
that at least $2 billion and perhaps as much as 
$i billion of postponed travel and vacation ex¬ 
penditures will materialize as deferred de¬ 
mand for gasoline and other items of auto¬ 
mobile operation, for passenger transportation 
facilities and for the services of vacation re¬ 
sorts. Even the larger sum would be much less 
than consumers spent on vacation travel alone 
in a normal peacetime year. 


9. Sec Chapter 12 for a discussion of trends in consumer 

recreational expenditures in ,»a>t year*. . 

10. See Chapters to aiul 12 for estimates of travel ex 
penditures in past years. 
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Deferred Education 

The extent of war-deferred demand for the 
services of educational institutions was al¬ 
ready glaringly apparent by the end of 1945. 
Many of the millions of young people drawn 
into war industries or drafted into the armed 
forces were preparing to resume their inter¬ 
rupted education. Because of the generous 
educational aid extended to discharged service¬ 
men by the “GI Bill of Rights,” most colleges 
and universities will probably continue to be 
crowded far beyond their normal capacity un¬ 
til the end of the present decade. 

In large part, however, this accumulated 
demand for postponed education docs not rep¬ 
resent a net addition to the demand for con¬ 
sumption goods and services in the same way 
as does the deferred demand for radios or au¬ 
tomobiles. Compensation to ex-servicemen to 
defray their living expenses while completing 
their education is merely a transfer payment 
from taxpayers via the federal treasury, and 
will increase the total demand for consump¬ 
tion goods and services only indirectly and by 
an amount which cannot be measured. Like¬ 
wise, federal assumption of tuition and other 
expenses is a transfer payment from the federal 
government to educational institutions, which 
in most cases are part of the tax-supported pub¬ 
lic education system. The deferred demand for 
education, therefore, will appear very largely 
— though not wholly — as an item of postwar 
government cost rather than as an expenditure 
by consumers out of their surplus war sav¬ 
ings. 11 

C. IMPACT OF DEFERRED DEMAND 

This pent-up demand for consumption 
goods and services that consumers were un¬ 
able to obtain during the war includes many 
other items. The total can hardly have been 
less than $25 billion and may well have been 
considerably more. 

Then, too. deferred demand for consumers' 
goods is only a fraction of the total accumu- 

11. Sec Chapter 13 for discussion of deferred educa¬ 
tional requirements. 


lated demand for the products of American 
industry. The shortage of urban housing, 
acutely apparent long before the end of 1945, 
is so large that it is doubtful whether it can be 
made up before the end of the decade. Recon¬ 
version of war industries to peacetime produc¬ 
tion, together with the expansion of our pro¬ 
ductive plant to take care of the higher levels 
of postwar production, involves large outlays 
for construction, supplies and machinery. To 
this must be added a substantial accumulated 
demand for plant and equipment because of 
deferred maintenance and replacement during 
the war. Sumner Slichtcr regards $10 billion as 
a “low estimate” of the outlays on plant and 
equipment needed to make good these de¬ 
ficiencies. 13 Moreover, business inventories 
were seriously depicted during the war, and 
several billion dollars arc being spent to 
build them up to the level necessary for the 
postwar volume of business. One estimate 
placed the deficit in business inventories at the 
end of 1945 at $9 billion, based on prewar 
ratios to trade activity. 1 * 

Aside from domestic demands, foreign 
countries never had so large an accumulated 
demand for American products, nor were they 
so well supplied with dollar exchange, as at 
the end of 1945. American exports during the 
transition period will probably continue to av¬ 
erage far above the prewar volume, as they did 
after World War I. Our export surplus will 
therefore probably be abnormally large dur¬ 
ing the rest of the decade. 

Taken as a whole, these vast pent-up re¬ 
quirements, added to the current demand for 
goods and services that would accompany a 
high level of income, undoubtedly exceed the 
immediate ability of American industry to 
supply them. In the face of a shortage of sup¬ 
plies, this tremendous volume of purchasing 
power obviously represents a serious inflation¬ 
ary threat. If the dangers of dissipating these 
liquid reserves in a chaotic inflationary spiral 

12. Op. at. See also Chapter 16 for discussion of de¬ 
ferred capital requirements. 

13. "Anti-Inflation Bulletin,” Institute of Life Insurance, 
New York, April 1946. 


350 



CONSUMPTION NEEDS AND DEMANDS 


can be avoided —and if excessive cost in¬ 
creases that would price needed products out 
of the market can be prevented — this pent-up 
buying power should continue to provide a 
strong underpinning of demand during the 
postwar transition years. 

Even before the end of 1945, the impact of 
deferred demand on consumer and other mar¬ 
kets was strikingly apparent. Retail sales broke 
all records, the dollar volume of consumers’ 
income held close to that of the year before, 
and their purchases for the year as a whole 
were well ahead of 1944- In spite of the virtual 
completion of industrial reconversion by the 
end of 1945, involving the discharge of mil¬ 
lions of workers from war plants and the de¬ 
mobilization of more than half of the armed 
forces, the number of unemployed in the win¬ 
ter of 1945-1946 never rose to more than a 
small fraction of the amount contemplated by 
the dire forecasts of a few months before. 


will probably be satisfied by the end of the 

decade. . 

Hence, the year 1950 has been assumed in 
this survey as one for which our capacity to 
produce and our consumption pattern can be 
estimated on the basis of a high level of '‘nor- 
mal” peacetime activity — roughly comparable 
to that prevailing in the last half of the 1920 s. 

What this rate of activity would mean in 
terms of employment, working hours and out¬ 
put, and in terms of gross national product, 
national income and the amount and distribu¬ 
tion of consumer income among families and 
consumer units, has been discussed in Chap¬ 
ters 2 and 4. Chapter 5 presents estimates of 

demand (or probable expenditures) for food, 
clothing, housing, medical care, recreation and 
the other major groups of goods and services 
for which consumers will spend their money 
in 1950. These estimates were fully analyzed 
in subsequent chapters. 14 The present chapter 
can only summarize them briefly. 


2. Consumption Needs and Demands in 1950 a . consumer income 

During much of this transition period, total Jh c rca djustmcnt of our economy to a nor- 
demand for consumption and capital goods ma! peacetime pattern by 1950 would prob- 
may well be large enough to require operation ab | y mc an a volume of gross national product 
of the economy at a higher rate than will pre- and consumer income somewhat below the 
vail after pent-up requirements have been met. wartime peak. But consumption cxpcnc 
The existence of this pent-up demand, how- would remain substantially above even the rcc- 
ever, provides no guarantee of uninterrupted G rd levels of 1944 and J 945 - 
prosperity and full employment. In spite of the With the withdraws of a I of the million, 
unprecedented accumulation of corporate and of emergency workers from theUabor mo Ac. 
personal savings during World War I. the a normal volume of unem^oyment consider 
Jost-Armistice boom ended in a sharp collapse ably above the warnme: level andI .«i average 

of prices and a serious -back to^uon or 

Si^Srcn^isS Similar distor- only . per - below ** Consumer m 
tions of the cost-price structure after World come is estim d at St£ ^ ^ 

War II (of which -hcte wcre many evidences cent ^ s „„ llcr tll3n during the 

withm a year after V-J Day) could easily h consumption expenditures, however, 

similar consequences, even though shouW amo J lo S ,,6 billion in .950- "early 

cumulation of ^v.ngs and deferred d fifth abovc 1<m , bu, below the abnormal vol- 

was much greater in World war u man f r ,* 

World War I. However, except in the unlikely ^ 94 ^ ^ ^ ^ diWlon of Citi . 

event of a serious and prolonged depressi , ma| Jj' cxpcnilllurc4 f„r major groups ol consumption 
war-deferred demands for consumption goods ^ M , clial „„ a „ 

and services, as well as for most capital goods. . 5 - All 9 S 
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The improvement in the position of Ameri¬ 
can consumers in 1950 would be even more 
striking when compared with our most pros¬ 
perous prewar year. The “real income” of con¬ 
sumers, as measured by income payments to 
individuals (expressed in dollars of 1944 pur¬ 
chasing power), would be $23 billion above 
1941. Making allowance for the increase in 
population, as well as for the 25 per cent price 
rise between 1941 and 1950, per capita income 
in dollars of 1944 purchasing power would be 
$960 in 1950 as compared with $860 in 1941, 
while average income per consumer unit 
would rise from $2,720 to $2,890. 

This rise in consumer income will, of course, 
involve a marked upward shift in the distri¬ 
bution of income, with a smaller proportion of 
consumers at the lowest income levels and a 
much larger proportion with higher incomes. 
Surveys of income distribution show that in 
*935 _l 9^, when we were midway in recovery 
from the depression, one out of four of all con¬ 
sumer units received less than $500 of cash in¬ 
come per year. By 1941, the proportion under 
$500 had dropped to 15 per cent, and by 1950 it 
should drop further to 11 per cent. At the other 
extreme, only 2 per cent of consumer units re¬ 
ceived over S>ooo cash income in 1935-1956; 
the proportion doubled to 4 per cent by 1941, 
and by 1950 will double again to 8 per cent. 
By 1950, with the economy operating at high 
levels, 22 million out of the total 48 million 
consumer units, or over 45 per cent, will re¬ 
ceive $106 billion of cash income. This is nearly 
a fifth more income than all consumer units 
received in 1941, the best peacetime year on 
record. 10 

*n«r<l in dollars of 1044 purchasing power, which fat c\- 
pl.nnr<l in Table 2 of Chapter 1) is assumed to be 32 pe r 
cent lusher thin 1940. Data fur prewar years summarized 
in thi% chapter (except where otherwise stated) are also ex- 
prrsMil in terms of dollars of 1944 purchasing poster. In 
Chapters ( to 14, detailed data on estimated consumption 
ntedt and demands arc prc'ontcd in terms of **1940 dol¬ 
lars." 

i(>. These comparisons, it must he emphasized. arc in 
terms of rash income expressed in current dollars f., r 
■ 91 S t*>;^ and 1911. and in U/44 dollars for 1950. Suue 
fami'ics .md 'ingle individuals at the lowest income levels 
receive substantial amounts of income in kind, a cash in¬ 
come distribution understates ihcir buying power, because 
of the higher price level in 1944 per vent above 1941). 


b. CONSUMPTION DEMANDS 

These marked gains in consumer purchas¬ 
ing power and the upward shift in income dis¬ 
tribution will result in a much larger demand 
(i.c., increased expenditures) for all groups of 
consumption goods and services. The increase 
will vary widely for different kinds of goods, 
however. When consumers move from lower 
to higher income levels, they spend a smaller 
part of their additional income on such neces¬ 
sities as food and housing and a larger part on 
such luxuries as fur coats and automobiles. 

Elasticity of Consumption Expenditures 

Ernst Engel recognized this general tend¬ 
ency almost a century ago when he observed 
on the basis of a study of family budgets in 
Belgium that “as the income of a family in¬ 
creases, a smaller percentage is spent for food," 
whereas “a constantly increasing percentage is 
expended for education, health, recreations, 
amusements and so forth.” 1 r That this general 
tendency is still true for recent decades in the 
United States is shown by data on the per¬ 
centage distribution of consumption expendi¬ 
tures for the period since 1909. 1 * Two widely 
separated years of comparable prosperity — 
1909 and 1941—spanning a period during 
which the real income and average purchasing 
power of consumers rose substantially, show 
marked differences in the percentage distribu¬ 
tion of expenditures. As indicated below, the 
shares going for food, clothing, housing, and 
religion and welfare were smaller in 1941 than 
in 1909, while much larger percentages were 
spent for household equipment and operation, 
consumer transportation, medical care, recrea¬ 
tion and private education: 

computation of income distribution in current dollars re¬ 
sults in some overstatement of the improvement in con¬ 
sumer purchasing power resulting from the upward shift in 
the distribution of income by income classes. Sec Chapter 4 
for a full discussion of changes in income distribution. 

17. Quoted from William A. Bcrridgc. Emma A. Wins¬ 
low and Richard A. Flinn, Purchasing I'oiccr of the Con¬ 
sumer. A. W. Shaw Company. New York. 1925, p. t68. 

18. See Appendix 7 for .lata on percentage distribu¬ 
tion of consumer expenditures for major groups of con- 
sumpti.in goods an.l set\ ices from 1909 to 1942.. 
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Food, liquor and tobacco 

/909 

34-47* 

1941 

31.57* 

Clothing, accessories and per¬ 
sonal care 

15.2 

* 4-3 

Housing and utilities 

23.8 

16.6 

Household equipment and op¬ 
eration 

9-9 

12.8 

Consumer transportation 

5.6 

10.7 

Medical care, insurance and 
death expenses 

3-8 

6.4 

Recreation 

3-° 

47 

Private education 

»-4 

*•5 

Religion and social welfare 

2.9 

*•5 

A study of the “sensitivity* 

’ of demand for 

1 t 


various kinds of consumption goods and serv¬ 
ices to changes in consumers’ income over the 
period of violent cyclical change from 1929 to 
1941 confirms this general tendency. About 15 
per cent of all consumption expenditures were 
highly sensitive to income changes. 19 How¬ 
ever, none of the items in the housing group, 
less than one per cent of the expenditures for 
food and for religion and welfare, and only 
6 per cent of the clothing and personal care 
items, were. At the other extreme, 60 per cent 
of the household equipment and operation ex¬ 
penditures, nearly 43 per cent of consumer 
transportation items and 37 per cent of ex¬ 
penditures for recreation were in the highly 
sensitive class. These proportions appear con¬ 
sistent with the long-run changes in the rela¬ 
tive importance of these seven groups. 

Although medical care has become an in¬ 
creasingly important item of expenditure with 
the long-term upward trend in consumer in¬ 
come, only 2 per cent of these expenditures 
were in the highly sensitive class over the 192*7 
1941 period. The fact that none of the expendi¬ 
tures for private education were in the highly 
sensitive class also appears out of line with 
long-run trends. These apparent inconsist¬ 
encies may reflect a different ••income-expendi¬ 
ture behavior pattern” during a short period 

19. This temiiive group was defined a* including all in¬ 
dividual expenditure iterm winch increased or decrea'cci i>> 
12 per cent or more with an upward or downward change 
of 10 per cent in consumers* “disposable income. 11 "' 
compares with an average change for consumption ex¬ 
penditures as a whole of only 8 per cent with a lo per c<-n. 
change in disposable income. See Chapter 5 and Appen¬ 
dix 8. 


>S AND DEMANDS 

of violent cyclical change than over the long 
run. Higher consumption standards for educa¬ 
tion and medical care, once established, are 
probably resistant to sudden income changes, 
especially as the prices charged for these scrv- 
ices arc relatively inflexible. 

Expenditures in i%o 

The relative stability of past trends and rela¬ 
tionships makes possible a “projection” of con¬ 
sumer demand —or consumption expendi¬ 
tures—for the major groups of goods and 
services. Thus, consumer demand can be pro¬ 
jected from the lower levels of prewar income 
to the higher levels to be expected with rela¬ 
tively full employment of our human and ma¬ 
terial resources in 1950. 

With total consumption expenditures esti¬ 
mated at over $116 billion in 1950, purchases 
of food, liquor and tobacco amounting to $36.2 
billion, or about 31 per cent of the total, will 
continue to be the most important items in the 
consumer budget. Expenditures for rent, fuel 
and other items in the housing and utilities 
group, amounting to S*9*3 billion, will account 
for 16.6 per cent of the total — the same pro¬ 
portion as in 1941 but slightly less than in 1940. 
The third most important group, clothing, ac¬ 
cessories and personal care, is estimated at 
$16.3 billion, or 14 per cent of the 1950 total — 
approximately the same proportion as in 1940 
and 1941. These three groups, consisting pre¬ 
dominantly — though not exclusively — of the 
necessities for daily living, will together ac¬ 
count for nearly $72 billion of consumption ex¬ 
penditures, or more than three dollars out of 
every five spent by consumers in I 95 °- 1 he 
relative stability, but slowly declining impor¬ 
tance, of these three groups is shown by the fact 
that expenditures for them will increase by less 
than 23 per cent over 1040 and 1> V >5 P cr ccnl 
over 1941, as compared with corresponding in¬ 
creases of nearly 25 per cent and 16 per cent for 
consumption expenditures as a whole. (See 
Table 128.) 

All of the remaining expenditure groups, 
except private education and religion and wcl- 
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fare, however, will continue to grow in rela¬ 
tive importance. 

Furniture, mechanical appliances and other 
items of household equipment and opera¬ 
tion, estimated at $15.1 billion in 1950, will 
account for 13 per cent of the total. This will 
be 17 per cent above the 1941 volume. Trans¬ 
portation will also be a more important item 
in the consumption budget, with expenditures 
estimated at $12.6 billion, or nearly n per cent 
of the total. Expenditures for medical care, in¬ 
surance and death expenses will rise by more 
than a billion dollars over 1941 and will also 
take a larger share of the consumer dollar — 
6.6 per cent in 1950 compared with 6.4 per cent 
in 1941. Recreational expenditures will con¬ 
tinue to grow in importance, rising to $5.7 bil¬ 
lion in 1950, or 22 per cent above 1941, as com¬ 
pared with an increase of 16 per cent for con¬ 
sumption expenditures as a whole. 

Consumer expenditures for private educa¬ 
tion will rise to Si.8 billion in 1950, or 20 per 
cent above 1940 and 15 per cent above the 1941 
level. This is only a small fraction of total edu¬ 
cational costs, of course, since public education 
is tax-supported and constitutes an important 
share of state and local government expendi¬ 
tures. Religion and private social welfare will 
continue to claim only a small and declining 
part of the consumer’s dollar. Estimated ex¬ 
penditures of $1.6 billion will amount to only 
1.4 per cent of the total, compared with 1.6 pci 
cent in 1940 and 1.5 per cent in 1941. 

C. NEEDS VS. DEMAND IN I95O 

Clearly, with economic activity at high lev¬ 
els in 1950, American consumers will buy and 
consume a much larger volume of goods and 
services and enjoy a higher material standard 
of living than in any prewar year. In terms of 
actual consumption, indeed, consumers will be 
“better off" in 1950 than with their war- 
swollen incomes of 1944 and 1945, when goods 
were scarce and an abnormally large share of 
income was taxed away or saved. 

In spite of the substantial rise in average in¬ 
come and purchasing power, however, there 
will still be many families in 1950 without 


enough income to live at a “minimum level of 
health and decency." Although a much 
smaller proportion of the 1950 consumers will 
be at the lowest income levels than even in 
prosperous 1941, about 7 per cent of the nearly 
35.4 million families of two or more persons, 
and 24 per cent of the 12.5 million single indi¬ 
viduals, will receive less than $500 cash in¬ 
come. 10 

This picture is not quite so bad as it seems, 
however, because a very large proportion of 
those at the lowest income levels — primarily 
domestic servants, farmers, farm workers and 
other rural residents —receive substantial 
amounts of income in the form of board and 
lodging and home-grown food and fuel, as 
well as “imputed income" from owner-occu¬ 
pied homes. In this connection, it is signifi¬ 
cant that 23 per cent of the farm consumer 
units will receive less than $500 cash income 
in 1950, as compared with 16 per cent of the 
rural nonfarm units. Only 5 per cent ol the 
urban units will receive less than $500 cash in¬ 
come-most of them probably being domes¬ 
tic servants or part-time workers. 

Because of the importance of "income in 
kind" and also because the cost of living in dif¬ 
ferent communities and the requirements of 
individual families vary widely, it is clearly 
impossible to establish a single standard of 
minimum need for all consumers, or to deter¬ 
mine the exact amount of income necessary to 
meet that need. A more fruitful approach to 
the problem of determining to what extent the 
estimated consumer income of 1950 will fail to 
provide an adequate standard of living for the 
lowest income groups is in terms of the spe¬ 
cific necessities of life, such as food, clothing, 
housing and household equipment. This 
method has been followed in the preceding 
chapters of this report. It involves first the es¬ 
tablishment of a “standard of minimum need 
for the maintenance of health and decency for 
each of these groups of necessities; second, de¬ 
termination of the per capita cost (or the aver¬ 
age cost per household) of supplying these 

ao. See Chapter 4 f«*r estimates of cash income ‘h'«"bu¬ 
tton in 195°* 
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minimum needs; and, third, estimating the 
cost of making up the deficiencies for those 
consumers whose incomes will be too small in 
1950 to fully provide such minimum needs. 

Such a task is beset with uncertainties, the 
most perplexing being that of establishing a 
reasonable minimum consumption standard. 
In the case of food, it is true, there are gen¬ 
erally accepted nutritional requirements that 
can be expressed quantitatively and measured 
in terms of the amounts of various available 
foodstuffs needed to provide an adequate diet. 
Even here, however, the wide gap between 
"bare subsistence” and “health and decency” 
is appallingly evident when we see millions of 
people throughout the world managing to 
survive on a fraction of what Americans would 
righdy consider a starvation diet. 

As for clothing, housing and furniture, as 
well as education and recreation, the essential 
determinants of need are psychological and so¬ 
cial considerations, rather than purely physio¬ 
logical ones. Most of us could survive with one 
outfit of clothing, patched indefinitely, or with 
no clothes at all in the summertime; by sleep¬ 
ing on the floor instead of in bed; by sitting on 
applcboxcs rather than chairs. And as for edu¬ 
cation and recreation, neither is essential to 
mere existence. 

A "minimum standard of living” in the 
twentieth-century world is thus essentially a 
social concept rather than a physiological one. 
This being so, the content of such a standard 
in terms of the required kinds and quantities 
of goods cannot be "scientifically” established, 
but must in the last analysis be a matter of 
judgment. 

The research associates whose findings arc 
presented in preceding chapters of this report 
were asked to estimate the quantities of, and 
costs of supplying, the additional goods and 
services that would he needed to provide the 
entire population with a "health and decency” 
consumption standard. The estimates of costs 
were based on the assumption that the con¬ 
sumption expenditures of those consumers — 
who arc the vast majority — whose esti¬ 
mated 1950 incomes would be more than 


enough to maintain adequate living standards 
would not be modified in any way. In other 
words, the contributors have estimated the cost 
of establishing a “floor” for consumption with¬ 
out disturbing the "ceiling.” (In most cases, it 
is true, the contributors have estimated both 
what it would cost to provide everyone with 
the standard and what it would cost to main¬ 
tain those above the standard at the above¬ 
standard level while bringing those below up 
to the minimum level. The final estimates are 
based on the latter assumption.) The results 
of these analyses have been fully presented in 
Chapters 6 to 14 in terms of the 1940 price 
level. They are briefly summarized here in 
terms of 1944 prices, on the assumption of a 
uniform 32 per cent increase over 1940. 

( 1 ). Food 

After exhaustive study, the National Re¬ 
search Council developed a set of "recom¬ 
mended allowances" for specific nutrients to 
serve as a guide for nutritional planning. 
These dietary recommendations were ex¬ 
pressed in terms of the number of calorics and 
the amounts of protein, calcium, iron and the 
various vitamins needed by people in different 
age groups and kinds of work. They were in¬ 
tended to provide a diet not only "sufficient to 
protect against actual deficiency disease, but a 
fair margin above this to ensure good nutrition 
and protection of all body tissues.” 21 Although 
the Council's recommendations were not is¬ 
sued with the finality of "standards,” they pro¬ 
vide a basis for estimating the quantities and 
costs of various alternative and readily avail¬ 
able foods required for adequate diets. 

By translating these basic requirements for 
nutrients into foodstuffs, the Bureau of Hu¬ 
man Nutrition and Home Economics de¬ 
vised a “market list" for "moderate-cost meals" 
prepared at home, showing the kinds and 
quantities of various foodstuffs required to 
provide an adequate balanced diet for various 
age and sex groups. If this market list were 

21. See Chapter 6 for a full discussion of food needs. 
Estimates of future expenditures in that chapter arc ex¬ 
pressed in 1940 prices: in the present chapter, except 
where otherwise stated, in 1944 prices. 
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followed universally, it would involve radical 
dietary changes, not only for the low-income 
groups, but for most of those at higher income 
levels as well. Our per capita consumption of 
leafy, green and yellow vegetables would be 
almost twice as large as in 1940. We would 
consume almost half again as much milk, and 
larger quantities of tomatoes, citrus fruits, po¬ 
tatoes and other vegetables and fruits. But we 
could get along with much smaller amounts of 
sugars and sirups and fats and oils, and with 
somewhat less flour and cereals and meat and 
fish. 

The dietary deficiencies of the American 
people appear to be due just as much to lack of 
information about adequate diets as to lack 
of income. In 1940, nutritionally adequate 
moderate-cost meals prepared at home could 
have been supplied to the entire population for 
an average per capita expenditure of $ 2 - 5 ° ( ,n 
1940 prices) per week, and a nutritionally ade¬ 
quate low-cost diet for only $2.00. Actual ex¬ 
penditures in 1940 averaged $2.*), almost a 
quarter of which was paid for restaurant 

meals. # 

Allowing for a 32 per cent increase in food 
prices, an adequate moderate-cost diet for the 
1950 population would cost $3.30 (in 1944 
prices) per capita. With high levels of activity 
in 1950, consumers can be expected to spend a 
total of about $27.2 billion for food and non¬ 
alcoholic beverages. If those unable to afford 
an adequate diet were provided with it — 
while those spending more than $3.30 per week 
continued to consume above the minimum 
level — the aggregate cost would be $ 3 2 -7 bil¬ 
lion. In other words, normal demand would 
supply all but $5.5 billion of the total amount 
needed to provide adequate moderate-cost 
diets for the entire population. 'I o provide 
low-cost adequate diets, of course, the addi¬ 
tional needs would be substantially less, since 
the low-cost diet would amount to only $2.64 
per week instead of $3.30. 

(2). Clothing 

Establishing a "health and decency stand¬ 
ard" for clothing obviously involves more at¬ 


tention to decency than to health. In other 
words, psychological and social considerations 
are more important determinants of adequacy 
than physiological needs. The standards of 
need established in this survey arc based on 
the actual patterns of expenditure for urban 
and rural families living appreciably below the 
average income levels of the entire popula¬ 
tion.” 

These standards have been computed in 
terms of required replacement expenditures 
for individual items of clothing to maintain 
the wardrobes of five age and sex groups in 
typical farm and nonfarm families. The esti¬ 
mated annual cost of maintaining these mini¬ 
mum standards for various individuals varies 
widely: from $80.50 (in 1944 prices) for non¬ 
farm women and girls. 16 years and older, to 
$11.20 for infants of farm families. The aver¬ 
age annual cost of the standard for men and 
grown boys of farm families would be $61.40; 
for nonfarm men and boys, $75.9°. Similar dif¬ 
ferences exist for boys and girls under 15 years 
of age; for farm families the cost of the stand¬ 
ard would come to about $29 and for non farm 
families to more than $ 44 - 

In terms of specific items of clothing, the 
nonfarm male worker living at the standard 
would have to wear an inexpensive overcoat 
for five years before replacing it. His wardrobe 
would include one winter suit and one sum¬ 
mer suit, each of which he could replace every 
four years. He would be able to buy one pair of 
cheap street shoes and a pair of work shoes per 
year, as well as one union suit, two under¬ 
shirts and two pairs of shorts, a dozen pairs of 
socks — and two pairs of overalls. 

Ilis wife would have to spend a little more 
money, but she would have to wait four years 
to replace the one heavy coat and the one light 
coat in her wardrol>c. The standard would al¬ 
low her two street dresses every year, and three 
cheap cotton hotiscdrcsscs every two years, as 
well as one felt hat, ten pairs of hose, one girdle 
and two brassieres every year. 

3 2. See Chapter 7 for a foil .Inclusion of dolliintf stand¬ 
ard* ami need*. Em. males future need .<•«• cx|.rcM««l in 
tint chapter in .94" price*: in the l>rc%<..t chapter, except 
where otherwise Mated, in 1911 
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These allowances — which are comparable 
for other family members — are designed to 
provide protection against the seasons and per¬ 
mit personal cleanliness and a neat appear¬ 
ance, but they obviously provide “little leeway 
for display and personal gratification.” If the 
entire population lived exactly in accordance 
with these standards in 1950, we would have to 
spend a good deal less for clothing than what 
will actually be spent in that year at high lev¬ 
els of employment and income — $9.5 billion 
as compared with $13.6 billion. 

With no change in the consumption pattern 
of the vast majority of consumers, who will be 
able to afford more than the standard allows, 
additional expenditures of less than $800 mil¬ 
lion would be required to bring those below 
the standard up to it. This estimate, it must be 
remembered, is on a replacement basis; it 
makes no allowance for the fact that many 
consumers at the lowest income levels will 
have inadequate inventories of clothing to be¬ 
gin with in 1950. How much it would cost to 
equip all consumers with adequate wardrobes 
is wholly speculative, but the total could easily 
be twice as much as the annual amount needed 
to maintain clothing standards at a health and 
decency level. Building up clothing inventories 
to adequate levels would of course be a non¬ 
recurring cost because the annual cost of $800 
million would be sufficient to maintain ade¬ 
quate wardrobes, once acquired. 

(3). Housing and Utilities 

Although it is widely recognized that much 
of our present housing is inadequate for decent 
living, it is extremely difficult to establish a 
standard by which to measure “needs.” With 
such wide differences in climate, in population 
density and in the availability of suitable mate¬ 
rials, no single standard of adequacy in terms 
of materials and structural design is possible. 

It is always possible to state in qualitative 
terms the minimum characteristics for satis¬ 
factory housing. 23 For example, adequate 

2\. See Chapter S for a full di«uv>ioii of standards and 
need* f<*r li< w'in.c and utilities. Estimates of future expcnJi- 


housing should provide: “protection against 
the elements”; against other threats to health 
and safety; sufficient heat for health and com¬ 
fort; a pure water supply and “toilet and bath¬ 
ing facilities consistent with local problems of 
sewage disposal"; “adequate” light, ventila¬ 
tion and fire resistance; “sufficient” floor area 
and space to permit “decent” sleeping and liv¬ 
ing arrangements; and, finally, “environmen¬ 
tal conditions conducive to quiet, safety and 
health.” 

These standards obviously leave much to in¬ 
dividual judgment, and, even if "spelled out” 
in much greater detail, they cannot be directly 
applied in deciding how much of our housing 
is inadequate. This is true because we lack 
sufficiently detailed information about the 
quality of our existing housing supply. The 
Housing Census of 1940, however, does pro¬ 
vide detailed information on the age of our 
housing units, their rental value, the extent of 
crowding, the amount and kind of equip¬ 
ment, the condition of plumbing and state 
of repair. These data, particularly information 
on state of repair and plumbing, provide the 
"best available circumstantial evidence” of the 
adequacy of our housing. They have been used 
in arriving at the estimates of housing needs 
presented in Chapter 8 and briefly summa¬ 
rized here. 

Capital Needs and Costs 

Bringing all of the nation’s existing housing 
up to standard during the period from 1946 to 
i960, and providing for new families, would 
necessitate building a total of 19.7 million new 
dwelling units and rehabilitating 5.4 million. 
Thus, by constructing 1.3 million new units 
per year and rehabilitating 363,000, we would 
be able to provide our entire population with 
adequate housing by i960. A very large part of 
these total needs, however, will appear as “de¬ 
mand" through the normal functioning of the 
market, if we enjoy high levels of economic ac- 

tures in that chapter are expressed in 1940 prices; in the 
present chapter, except where otherwise stated, in 1944 
prices. 
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tivity and income during this 15-year period. 
Normal demand will supply nearly 16.1 mil¬ 
lion new houses and 3.5 million rehabilitated 
units under these conditions. Hence only 3.6 
million additional new units and 1.9 million 
additional rehabilitated units would be called 
for to provide everyone with adequate housing 
by 1960. 

What would this program cost? The entire 
cost of supplying total housing needs for the 
1946-1960 period would amount to $112-114 
billion (in terms of 1944 prices, assumed to be 
32 per cent above 1940), of which $95-96 bil¬ 
lion would be for new houses and $17-18 bil¬ 
lion would be for rehabilitation. About $96 
billion of this large total, however, would rep¬ 
resent the normal private demand to be ex¬ 
pected with high levels of activity. Thus, meet¬ 
ing the additional needs required to elimi¬ 
nate all substandard housing by i960 would 
amount to only $16-18 billion over the 15-year 
period, or an average annual cost of $1.1-1.2 
billion more than would normally be spent 
privately for housing during this period. Since 
this represents a capital cost, it is summarized 
with other capital costs in Chapter 16 and is 
not included as part of the consumption ex¬ 
penditures required to meet consumer needs 
in 1950. 

Consumption Needs 

Nearly three fourths of the current con¬ 
sumption expenditures for housing consist of 
"rent and imputed rent,” or, in other words, of 
what tenants have to pay their landlords plus 
the rental value of owner-occupied homes.! he 
remainder consists of expenditures for house¬ 
hold utilities —electricity, gas, water and fuel. 
With high levels of activity in 1950, it is esti¬ 
mated that total consumption expenditures for 
housing and utilities will amount to $19 3 bil¬ 
lion, of which $14 billion will be paid for rent 
and imputed rent. This would represent the 
normal “current demand" for housing under 
the conditions assumed in this survey. 

How much will this estimated cxj>cnditurc 
of $14 billion fall short of the amount that 


S AND DEMANDS 

would have to be spent for rent and imputed 
rent in order to provide adequate housing in 
1950? This is a question which cannot be an¬ 
swered realistically because a capital construc¬ 
tion program to provide adequate housing 
facilities would require 15 years for comple¬ 
tion. In other words, only a third of the de¬ 
ficiencies could be made good by 1950. This 
means that two thirds of the families living in 
substandard houses in that year would be un¬ 
able to achieve the minimum housing stand¬ 
ard, even if they were able to pay enough rent 
to live in standard houses. 

By i960, however, the program could be 
completed, and the physical facilities would be 
available to provide all families with adequate 
housing. In that year it is estimated that the 
difference between “demand" and “needs," or 
the “additional needs" in the form of rent and 
imputed rent, would amount to nearly $1.1 bil¬ 
lion. By 1950, only one third of the total num¬ 
ber of substandard units involved in the en¬ 
tire 15-ycar program could be replaced or 
rehabilitated. In order to take care of the num¬ 
ber of families that could be physically accom¬ 
modated by this part of the program, addi¬ 
tional expenditures for rent and imputed rent 
of $650 million would be required. In other 
words, a total expenditure for rent and im¬ 
puted rent of less than $14.7 billion — as com¬ 
pared with estimated demand of $14 billion — 
would be sufficient to meet the rental cost of 
adequate housing for all families for whom 
satisfactory dwellings would be available. 

But, if the “impossible" could be achieved by 
1950 and everybody supplied with adequate 
housing, additional expenditures of $2 .4 bil¬ 
lion would be necessary, which would raise the 
total for rent and imputed rent from Si4 bil¬ 
lion to $16.4 billion. Not all of these costs 
would be borne by consumers, however. Un¬ 
der pending legislation, government will sub¬ 
sidize the rent bill in 1950 to the extent of $100 
million and in i960 by nearly $250 million. In 
other words, these sums will augment the 
above estimates of demand and will corre¬ 
spondingly reduce the estimated gaps between 
demand and needs for those years. 
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Household Utilities 

It is difficult to establish standards of need 
for household utilities. With the rapid spread 
of electrification, however, it is reasonable to 
assume that every dwelling unit should be 
supplied with electricity by 1950. With some 
further reduction in costs of supplying elec¬ 
tricity, this would mean an average annual ex¬ 
penditure per household of less than $44 (again 
assuming an average 1940-1944 price increase 
of 32 per cent), or about Si.75 billion to supply 
total needs in that year. This is only about $225 
million, or some 15 per cent, more than the es¬ 
timated demand for household electricity in 
that year. 

As no firm basis exists for estimating total 
needs for fuel and lighting supplies, it has been 
assumed that the gap between needs and de¬ 
mand is the same as for electricity—15 per 
cent. On this basis, expenditures of nearly $2.9 
billion (in 1944 prices, 32 per cent above 
1940) would be required to provide all families 
with adequate heat and light in 1950. This is 
about S400 million in excess of the estimated 
demand in that year and would mean average 
expenditures per family about 10 per cent 
above those of 1941, the highest prewar year. 

Since water is now almost universally sup¬ 
plied wherever it is physically available, it is 
assumed that the normal demand for water — 
about S460 million in 1950 — will supply total 
needs. With universal electrification, there will 
he little additional need for gas in 1950. Hence, 
it is assumed that total needs will he met by 
the estimated normal expenditures of $785 
million. 

Thus, the total expenditures for housing, 
fuel and utilities to meet needs in 1930 would 
amount to over S22 billion, or about S', billion 
more than the estimated S19.4 billion demand 
that would normally result from a high level 
of activity in that year. However, it must be 
remembered that such a volume of expendi¬ 
ture would not be sufficient to provide ade¬ 
quate housing for the entire population bv 
1930. because the capital expenditure program 
needed to supply the required new and re¬ 


habilitated dwelling units would require 15 
years, rather than five years, for completion. 

( 4 ). Household Equipment and Operation 

Given adequate housing, and heat, light and 
water to maintain health and comfort, a cer¬ 
tain minimum expenditure is necessary for 
furniture, for appliances and equipment and 
for household operation. Establishing a stand¬ 
ard for household equipment and operation is 
even more a matter of judgment as to what so¬ 
cial and psychological considerations require 
than in the case of clothing. And almost any 
standard can be attacked as being cither too 
high or too low. 

The standard presented in Chapter 9, 24 for 
the typical family of four, is designed not only 
to meet minimum physical needs, but to per¬ 
mit convenient and efficient operation of the 
household and, in general, to meet American 
social standards and provide "some leeway in 
the gratification of personal taste." 

Furniture and Furnishings 

The living room of the "standard house¬ 
hold" would be furnished with a two-piece 
suite, two extra upholstered chairs, a small 
table, a bookcase-desk, two lamps and a 9X 12 
rug. The original cost of equipping the living 
room (at 1944 prices. 32 per cent above 1940) 
would come to about $270, which obviously 
means moderate-priced, if not low-priced, fur¬ 
niture. The furniture would be expected to last 
20 years, and the rug and lamps 10 years, be¬ 
fore being replaced. On this basis, annual ex¬ 
penditures for maintenance of the living room 
furniture inventory would amount to about 

S« 7 - 

A $130 dining room suite with a life ex¬ 
pectancy of 20 years would cost $6.50 per year. 
Two bedroom suites, each with twin beds, a 
dresser and a chest, would cost about $260 

See Chapter 9 for a full discussion of standard* and 
needs for household equipment anil oi’eration. Estimates of 
future expenditures and of the cost of meeting future 
needs in that chapter arc expressed in 1940 prices: in the 
present chapter, in 1944 prices on the assumption of an 
as-cragc 1940-1944 price increase of 32 per cent. 
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originally or $10.35 per year. Three bedroom amount to less than $35 per year. Prov,d,n g 
chairs, costing a totd of S.a, and four bed- every household with a telephone would prob- 

grille 

W Tn'.he aggregate, the standard contemplates refrigerator, a vacuum cleaner and a wash.ng 
an original investment cost for furniture and machine in the standard. Whether th 
furnishings of $015, and average current ex- should be included must remain a matter o 
pend turef of near? *3 .0 maintain this in- judgment. We could all get dong w.thou 
ventory on the basis of the assumed life e, them if we “ 


in this age of cheap electricity they are essen¬ 
tial not only for comfort and convenience but 
also for maximum efficiency and economy m 
household operation. This is especially true 
since no provision is made for paid domestic 
help in operating the "standard household. 

1 . -i._:, tl.fl riimiimniion OlllU 


pcctancics for various items. 

Mechanical Appliances 

In the field of household mechanical appli- 
anccs, as for furniture and furnishings, the 

standard would involve more than i.needed £ „ K consumption pattern 

for bare subsistence. The ‘"ventory PP ^ consumcrs who will be living above 

ances would include a kitchen sto c (hc s , ondard , it would cos. a little more than a 

of $52.80, an electric «oas«“ uip . billion dollars additional .0 bring those con- 

me flat iron at $4 <*> an< m.sccHaneo P jumcrs Kvi bclow t | lc standard in 1950 up to 

ment, hardware and tools at an original standard This would mean that lot.il 

$.58,0. Beyond this, the nlcds to c.ablish a consumption floor for 

plates possession by eve V hoU * 1n clcc(ric household equipment and operation measured 

vacuum cleaner valued at S- 1 V 55 - in this way would amount to about $1+1 bib 

washing machine worth S89.75 and - ^ ^ |han IO |Kr Cl . m more than prob- 

cal refrigerator costing Si 5 x - 4 °- ,, d ,.. nand „f Si3 billion. (These totals are 

Thus the "capital v^c'of.hchou.hold and legal excuses, for 

mechanical appliances would amount > assumed to be equal to esti- 

$5 ,o. With life expcclancics ranging from^8 which ^ ,, 

years for the toaster and flat iron to 2 ) This estimate is of course, on an annual re- 

ihe stove, the annual replacement cost to mail- mcm (> mll n , ,| ;c , no allowance for 

tain this inventory would amount to appro. - 1^ _ ^ M of ln;lkin g good the de- 

matcly $41. ficicncics in consumers' inventories of furni- 

Current costs for stationery, postage, soap nocncic (jf thcsc arli . 

r z:: ^ m - «« f 

,r,. 
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supplying these original deficiencies would 
probably amount to several times the annual 
maintenance cost. 

(5). Medical Care 

Vast progress has been made in the field of 
medical care during the past few generations, 
and "there can be no doubt” that just before 
the war the “general level of health in the 
United States" was "higher than at any other 
time in the nation’s history." 28 Despite these 
great advances, which had gone far toward 
eliminating contagious diseases, reducing in¬ 
fant and maternal mortality, lowering death 
rates and improving the health of the popula¬ 
tion, many deficiencies remain to be corrected. 
Many physicians are handicapped in their 
practice by scarcity of technical facilities. Many 
smaller communities and rural areas are un¬ 
able to obtain adequate service because medi¬ 
cal facilities and personnel arc concentrated in 
the larger cities. And, finally, large segments 
of the population cannot afford adequate 
medical services even when they are accessible. 

The most important item in the total cost of 
medical care is, and will continue to be, the 
money that consumers spend for the services of 
physicians and other professional personnel, 
for drugs and appliances and for hospital serv¬ 
ices. Consumption expenditures for these 
goods and services in 1940 amounted to nearly 
$2.9 billion out of total medical care costs of 
$3.9 billion. 20 In 1950, allowing for the in¬ 
creased demand for these services to be ex¬ 
pected with the higher level of income as¬ 
sumed for that year and for the increase in 
prices, consumption expenditures would 
amount to about $4.7 billion, in 1944 prices. 

25. Health Security. Menage front the rreiiJent of the 
r mted State! Trantn::tiiny the Menage on Health Security. 

H. l>«*. 120. 7 f>ih Con#., 1 si 1959. 

26. In 1940 prices, government noncapital expenditures 
accounted for S740 million of the total. industrial expendi¬ 
tures for Sioi) million and capital costs for public and pri- 
' ate hospital facilities for the remainder. See Chapter 11 
for a discussion of costs of nicdic.il care and estimates of 
future expenditures and needs. Estimates of future ex¬ 
penditures in that chapter arc expressed in 1940 prices; in 
the present chapter, except where otherwise stated, in 1944 
prices. 
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Medical Care Deficiencies 

To what extent will this probable expendi¬ 
ture fall short of providing adequate medical 
service for the entire population? In other 
words, how much will the needs for medical 
services to individuals — assuming that per¬ 
sonnel and facilities are available — exceed the 
probable demand for such services in 1950? 
Studies made several years ago showed wide 
disparities between the annual number of 
"medical services" actually received by per¬ 
sons in various income groups and the Lee- 
Joncs "standard of annual services needed to 
supply good medical care.” For example, the 
standard provides for a yearly average of 5,650 
physicians’ home, office and clinic calls per 
1,000 persons, while only 2,046 calls were re¬ 
ceived by persons in the $i,2oo-$2,ooo family- 
income class. Dental care showed an even 
wider spread between the standard of 1,000 
services per year and the 185 services received 
by the low-income group. According to the 
standard, there was, on the average, an annual 
need for 1,385 days of hospital care per 1,000 
persons, but the low-income groups received 
only 667. 

Even those in the highest income group — 
with family incomes of $10,000 or over — 
failed to achieve the standard. For example, 
they received only 4,734 physicians’ calls per 
1,000 each year, and only 1,201 days of hos¬ 
pital care. Although the standard for dental 
care requires only one visit a year, the highest 
income groups averaged only 622 services per 
1,000 persons — little more than one visit every 
two years. Clearly, the task of providing the 
entire population with adequate medical serv¬ 
ice involves problems of education as well as of 
income. 

Even if the educational barriers could be 
overcome, however, the costs of providing ade¬ 
quate individual medical services to the popu¬ 
lation on the conventional fcc-for-servicc basis 
would be prohibitive. One estimate placed the 
cost of the Lcc-Jones standard at $9.5 billion on 
the basis of the 1933 minimum-fee schedule of 
the Chicago Medical Society. This estimate. 
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which docs not include the cost of dentistry 
and medical supplies, would have meant per 
capita expenditures of $76 per year, and total 
consumption expenditures several times as 
large as consumers have spent for medical 
services and supplies in the most prosperous 
years. It is obviously far too high to merit prac¬ 
tical consideration. 

Cost of Adequate Care 
However, if an “effective form of group 
practice and group use of medical facilities 
could be employed, adequate medical care- 
including drugs and dentistry — could be pro¬ 
vided at $36 P« person, according to an esti¬ 
mate made some years ago. After allowing for 
the increase in unit costs since this estimate was 
made (including an assumed 1940-1*44 >n- 
crease of 3 * p« cent), and with the further as- 
sumption that those spending more than the 
$36 average would continue to do so, the cost 
of supplying adequate medical care to the en¬ 
tire population in 1950 wou!d ,nvol% ' c c ° n * 
sumption expenditures of less than S6.9 bil¬ 
lion. Thus, total “consumer needs" for indi¬ 
vidual medical services in 1950 would exceed 
the estimated demand-or the probable con¬ 
sumption expenditures ($47 billion) for such 

services —by nearly $2.2 billion. 

This estimate of the amount needed tor ade¬ 
quate care covers only the medical goods and 
services usually paid for by consumers on an 
individual basis. It docs not include expendi¬ 
tures by federal, state and local governments 
for public health activities, hospitalization, 
veterans* care, and a wide variety of other pur¬ 
poses including the provision of medical care 
for many persons in the low-income groups. 
It is estimated that probable current govern¬ 
ment expenditures for medical care (exclusive 
of hospital construction) under the assump¬ 
tions of this survey will amount to about *M 5 
billion in 1950. However, if adequate care were 
supplied to consumers through consumption 
expenditures amounting to nearly $6.9 billion 
in 1950, government expenditures of only 
$1.28 billion would be sufficient for adequacy. 
In other words, meeting consumer nc 


through adequate consumption expenditures 
would involve a “saving* of about $170 mil¬ 
lion in current government expenditures. 

In addition to consumer and government ex¬ 
penditures to meet current medical costs, it is 
estimated that industry would have to spend 
about $265 million in 1950 to meet reasonable 
needs, or about $65 million more than the 
nearly $200 million that will probably be spent 
by industry on the basis of this survey's as¬ 
sumptions. Thus the total of “current expendi¬ 
tures" by consumers, government and indus¬ 
try needed to supply adequate medical care in 
1050 would amount to about $8.4 billion, or >2 
billion more than the nearly $6.4 billion which 
will probably be spent for these purposes. 

In addition to these current costs, it is esti¬ 
mated that a 15-ycar capital program for con¬ 
struction of hospital and other facilities should 
be undertaken in order to provide the physical 
facilities needed for adequate care. 1 h.s pro- 
cram, which amounts to almost 810.5 
lion over .he ifM*-.** period, would involve 

public and private capital expenditures ot 
nearly $700 million in 1950. 

(6). Education 

For many decades, organized education be¬ 
low the college level has been predominantly 
a public function paid for by citizens as tax¬ 
payers rather than as consumers. Less than 10 
per cent of the operating costs of elementary 
and secondary schools, and less than halt ot 
higher education costs, arc met by consump¬ 
tion expenditures. This means that the sub¬ 
stantial costs of establishing the higher educa¬ 
tional standards advocated by leaders in the 
field would have to come largely out erf gov¬ 
ernment expenditures for public schools and 
only to a negligible extent out of consumption 
expenditures for private education. 

Standards for Education 

Thoughtful and c\|x.-rienced educational 
leaders believe that an acceptable minimum 
standard should ensure 10 years of schooling 
for all children. This would mean a universal 
minimum school-leaving age of 16. or. nor- 
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mally, completion of the second year of high 
school. In addition, half of all youths would 
be permitted and encouraged to finish high 
school and two years of college, while 18 per 
cent would complete four years of college or 
university. This last would involve a 25 per 
cent increase in college upper-division enroll¬ 
ments and would permit virtually all young 
people with requisite intelligence to graduate 
from college. 

In order to establish a quality standard for 
elementary and secondary schools, educators 
have estimated that an annual cost per pupil 
of $72 (in 1940 prices) was "attainable in prac¬ 
tice” and would provide education of a “satis¬ 
factory minimum quality." A "$72 school” 
would be far from ideal and would cost less 
than half what the more advanced communi¬ 
ties were spending, but it would "represent a 
large advance for millions of children." On the 
basis of a 32 per cent 1940-1944 cost increase, 
the minimum cost per pupil would be about 
* 95 - 

Cost of Adequate Education 

Allowing for the increased enrollments con¬ 
templated by the standard and for the estab¬ 
lishment of a S95 minimum cost per pupil, the 
total cost of providing adequate elementary 
and secondary school education in 1950 (not 
including capital costs for new construction) 
would be nearly $4.1 billion. In order to pro¬ 
vide for the heavier college and university en¬ 
rollments contemplated by the standard — but 
with no allowance for improving the quality 
of higher education — total "current costs" for 
higher education would amount to more than 
$1.5 billion in 1950. Adequate standards for 
adult education, it has been estimated, would 
cost nearly $400 million in 1950. 

'I bus. the total current cost of maintaining 
organized education — nursery, elementary 
and secondary schools, as well as college and 
university and adult education —at i level 
that educators believe to be adequate would 
amount to about $6 billion in 1950. This makes 
no allowance for the cost of providing and 
maintaining the expanded educational plant 


needed to meet the standard. To achieve this 
by i960 would mean annual capital expendi¬ 
tures averaging nearly $1.2 billion over the 15- 
year period following the end of the war. 27 

This estimate of $7.2 billion to provide ade¬ 
quate education in 1950 is a far larger sum than 
has ever been spent for organized education in 
the past. It is well over twice the actual dollar 
expenditures of 1940, and even when allow¬ 
ance is made for a 32 per cent increase in aver¬ 
age costs and prices it represents an advance 
of nearly two thirds over the 1940 “volume of 
educational goods and services.” How much 
of an expenditure the achievement of this 
standard would require in excess of the 
amount that will probably be spent in 1950 — 
i.e., how much “needs" will exceed "demand” 
— is hard to estimate. Probable public ex¬ 
penditures for organized education in 1950 
may be estimated at about $4.5 billion in 1944 
prices, of which $3.6 billion will constitute cur¬ 
rent operating costs and over $900 million capi¬ 
tal costs. Probable consumption expenditures 
for organized education may be expected to 
add over a billion dollars to the above totals, 
nearly all of this to defray current operating 
costs. 

Thus, total probable expenditures for or¬ 
ganized education, amounting to approxi¬ 
mately $5.5 billion in 1950, will fall short by 
about $1.7 billion of meeting the standards 
which educators regard as necessary to provide 
adequate education for the population. To 
meet these “excess needs" in 1950 would re¬ 
quire additional government expenditures of 
$1.5 billion —about $1.4 billion current costs 
and $115 million capital costs —and addi¬ 
tional private consumption expenditures of 
about $i$o million — $72 million current and 
$>8 million capital. 

Informal Education 

The entire field of education has been de¬ 
fined ns including, in addition to organized 

27. Sec Chapter 13 f«»r a discussion of educational needs. 
Fsiim.iu* of future expenditures in that chapter arc ex¬ 
pressed in 1940 prices: in the present chapter, except where 
otherwise s'.tcd. in 1944 prices. 


364 



CONSUMPTION NEEDS AND DEMANDS 

education, consumption expenditures for in ,950. In other words, “total needs" will ex¬ 
books, magazines and other reading matter of ceed “demand by about $300 million, 
an educational nature, and expenditures for Wel - e 

the support of museums and libraries and by . , ,, -lm;,;-* k aV r 

foundations. Probable expenditures for these Although social 
purposes in i 95 o have been estimated at $ 9-5 

minion. H T..‘'"lSU°" bmTaccet pr va,emotivities will, and should continue to, 
tween needs and demand, but an accept P „ imporuinl ro le. They believe that, as 

able standard of need for museums and h- P' V P probable expenditures 

braries might be expected to add about $22, £ private welfare agencies - estimated at 

million to this total. ... S, 10 million in 1050 —will fall short of the 

For the field of 'dotation as » whole, there- ^ w£)U , d have to bc spent lo permit 

fore, probable expend.tures-or« ad ale fun «ioning of these agencies. 

m .950 will amount ou ^°;° Among the important needs which welfare 
approximately $1.8 billion less than tota hasizc arc thc training and cm- 

“needs" of $8.3 billion. ployment of additional personnel, both pro¬ 

fessional and voluntary, thc raising of stand- 
(7). Religion and Private Social Welfare ar( j s Q f compensation for persons engaged in 

welfare work and the extension of "voluntary 
Religion *| ull education in thc social issues of our 

In thc opinion of thoughtful church leaders, timcs » They a l so recognize the need of im- 
thc amount of money that consumers will con- ving t h c physical facilities and raising the 
tribute to the support of religious orgamza- administrative standards of such local social lo¬ 
tions in 1950 will fall far short of overcoming slilulions as homes for children and thc aged, 
their inadequacies. In other words, thc “dc- As an i mmc diatc postwar problem, they bc* 
mand" for the services of religious bodies will |; cvc p r | valc foreign relief will be needed on a 
bc less than enough to meet thc ‘needs" of thc | ar g C sca l c , even though most relief response 
population. Among thc goals which church- bilitics will be met by government, 
men hope to achieve in postwar years arc more These goals, like those for religion, can only 
adequate salaries for ministers and church he stated in general terms, and the costs ot 
workers, employment of professional workers achieving them cannot bc precisely estimated, 
in religious education, retraining of the minis- One estimate indicates that total 1050 needs lor 
try in cooperation with theological seminaries pri vate social welfare and ^cigo rclief umild 
and establishment of a “mobile ministry to amount to &60 mdhon, or more . h. 
supplement the work of ministers attached to again as much as the estimate of - bout 
local congregations. In addition, church lead- million probable expenditures for thvsP 
ers look forward .0 the probable need for large- poses <0 be expected a, a high level aclis ,«> 
scale religious relief operations, especially in in 1950. 

foreign countries, and to a new program of Summary 

missions at home and abroad. . , 

Although thc funds needed to achieve these The separate estimates of the expenditures 
purposes can only bc approximated, one esti- necessary to establish a * minimum standard of 
mate places total needs at more than Si .3 bd- Chanter 14 <•>' * full discussion of consumption 

— • • • - expenditures and "needs" f*»J the sup,»ort of rcltpious «r- 

raniuiions ami private social welfare. Estimates of future 
e xpenditure* in that chapter are expressed in .1*10 price* 
in the present chapter, except wlicrc othcrw.se staled, m 
■ *>14 price*. 


lion for 1950. This is nearly one third more 
than thc estimated Si billion of consumption 
expenditures for thc support of religious bodies 
that can bc expected with high levels of income 
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Religion and private 
sociol welfare’"-* 
Private education- 


Recreation 


Medical core.insuronce— 
and death eipenses 
Consumer transportation 

Household equipment 
and operation 


oihmg. accessories 
and personal care 


Demand 


Food, liquor and tobacco 


FiGt-Ri- 16. Estimated Needs and Demand for Consumption Goods and Services in 1950 and i960 
Compared With Consumption Expenditures in 1940 and 1941 — All Ficures at 1944 Prices 

Sourtrt: TjI>!c* 128 and 129. 


health and decency" for all consumers in 1950 1950, is accounted for by food, which is by far 

can now be summarized. Establishing a “con- the largest item in consumers’ budgets. Addi- 
sumption floor on a health and decency level tional consumption expenditures estimated at 
for the entire population in 1950 would re- nearly $2.2 billion would be necessary to estab- 
c|u.rc total consumption outlays of $129.5 bil- lish adequate standards for medical care, while 
non — some Si 5 billion more than the esti- clothing needs would account for nearly $800 
mated 5.16.2 billion that consumers will ac- million of the deficiency, housing for almost $3 
tua ly spend with the economy o,derating at billion and household equipment and opera- 
high levels in that year. In other words, we tion for a little more than $1 billion. Estimated 
would require about 11 per cent additional deficiencies in the fields of private education 
consumer goods and services to provide an and religion and private welfare would to- 
adequate standard of living for the entire gether account for only $635 million, 
population, without impairing or mo«lifying These estimates of needs include only those 
the consumption patterns of those who will be goods and services commonly regarded as ne- 
l.ving above the minimum level. (Sec Table ccssitics in the consumer’s budget and which 
129 anc igurc 16.) arc ordinarily paid for directly by consumers. 

Approximately $5.5 billion, or somewhat less Thus the estimate of consumption needs in- 
than half of the $13 billion "deficiency’’ in eludes: food; clothing and shoes; housing and 
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Table 129 

Estimated Current Consumers Eepesd.tu.es to Meet Needs and Demand .n . 95 o and , 9 6o 

{In Millions at 1944.Prices) __ 


Consumption Croup 


Total Expenditures 

Food, liquor and tobacco 

Food and nonalcoholic beverages 
Liquor and tobacco 
Clothing, jewelry and personal care 
Clothes, shoes and accessories 
Jewelry and personal care 

Housing and utilities 
Rent and imputed rent 
Fuel and lighting supplies 
Electricity 
Gas and water 

Household equipment and operation' 1 
Furniture and furnishings 
Mechanical appliances 
Communication 

Cleaning, repair and maintenance 
Domestic service and other* 

Consumer transportation 
Medical care, insurance and death 
expenses 
Medical care 

Insurance and death expenses 

Recreation 

Education 

Organized 

Informal 

Religion and private social welfare 
Religious bodies 
Social welfare and foreign relief 
Other social welfare** 



1950 



S960 


Demand 

Heeds 

Excess of 
Needs Over 
Demand 

Demand 

Needs 

Excess ol 
Needs Over 
Demand 

$116,167 

$129,260 

$13,094 

$134,2* 8 

5 * 44.*99 

$ 9 . 9 8 * 

36 ,*94 
27,*92 
9,002 

4 *» 73 8 

32,736 

9,002 

5.544 

5.544 

41,092 

30.756 

* 0,336 

44.920 

34 . 5 8 4 

10,336 

3.8=8 

3.828 


16,289 

13.570 

2,7*9 

*9.265 

I 3 . 99 2 

2,508 

*. 5 ‘ 8 

*.247 

15.055 

6,462 

1.848 

1.445 

1,386 

3 . 9*4 

12.639 


I 7 . 04 8 

M.329 

2 , 7*9 

22,241 

16,368 

2,884 

*.742 

*.247 

16,078 

6,818 

2,092 

1,690 

>. 5 6 4 

3 . 9*4 

12,639 


760 

760 

2,976 

2,376 

376 

224 

1.023 

356 

244 

245 
*78 


* 5.497 

3,201 

21 , 37 * 

* 5.444 

2,772 

*.815 

*• 34 ° 

* 7-477 

7.564 

2 , 3=3 

1.650 

*,597 

4-343 

16.381 


* 9.477 

16,276 

3.201 

22,988 

16,500 

3.221 

*. 9=7 

*. 34 ° 

* 8 , 5*3 

7.924 

2 , 57 * 

1,898 

*.777 

4-343 

16.381 


779 

779 

*,617 

*,056 

449 
112 

1,036 
360 
248 
248 
i So 


7.656 

4.706 

9,814 

6,864 

2,158 

2,158 

8,7.8 

5 . 4*2 

10.831 

7 . 5=4 

2,113 

2,113 

2,950 

2.950 

— 

3.307 

3 - 3°7 


5.696 

5.696 

— 

6.851 

6.851 

O mm 

1.782 

964 

*,854 

1.036 

7 = 

7 = 

1-973 

1,069 

2.053 

*.« 4 8 

8<> 

80 

818 

818 

— 

9°4 

904 


*. 59 * 

1,010 

409 

172 

2,152 

1,320 

660 

*72 

56 * 

3.0 

= 5 * 

*.657 

1,056 

462 

*39 

2.1S5 

1,386 

660 

*39 

5 = 8 

33 “ 

198 


Sources: Appendix 9. Table A. and Chapters 6-14- F.stj- 
mates in these chapters are expressed in 1940 !****• ,n 
this table, in 1944 prices, 
a. Includes financial and legal expenses. 


t. Includes personal remittances to foreign countries and 
are due to rounding. 
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domestic service, financial and legal expenses, 
insurance and death expenses, automobile 
transportation and recreation. Moralists might 
argue, indeed, that consumers as a group 
would be better off if their consumption of 
many of these products and services were cur¬ 
tailed. For the purposes of this survey, con¬ 
sumer needs for these and other “noncssen- 
tials” have been assumed to be neither larger 
nor smaller than the probable demand for such 
goods and services in 1950. 

Another qualification is that the estimate of 
the cost of supplying consumption needs in 
1950 has been computed on a “current main¬ 
tenance basis.” It provides for current con¬ 
sumption needs for food and other perishable 
products and for replacement of clothing, fur¬ 
niture and other more durable products, but 
not for the initial expense of making good the 
deficiencies in consumer inventories of such 
products. How large these inventory deficien¬ 
cies for clothing and household furniture and 
equipment would be can only be guessed at, 
but it could easily involve an expenditure — 
which would of course be nonrecurring — of 
as much as $5 billion or more to make them 
good. 

Not all of the inadequacies in the 1950 stand¬ 
ard of living can be corrected solely by in¬ 
creased consumption expenditures. The 
achievement of adequate educational stand¬ 
ards, for example, would require a substantial 
increase in current government outlays above 
the probable level of such expenditures in 1950, 
as education is predominantly a public re¬ 
sponsibility. Increased government expendi¬ 
tures would also be necessary in order to cs- 
tablish adequate standards in such fields as 
recreation and housing. (Government ex¬ 
penditures arc discussed in Chapter 20.) 

In addition to current expenditures by con¬ 
sumers and government, the attainment of an 
adequate standard of living would involve a 
substantial capital expenditure program to 
make good past deficiencies and to meet the 
needs of a growing population. In many con¬ 
sumption fields, existing capital deficiencies 
are so large that a program to eliminate them 


by 1950 would be wholly impracticable. In the 
case of housing and transportation, for exam¬ 
ple, a 15-year period would probably be re¬ 
quired to remedy existing deficiencies. The 
needs, and probable demand, for capital fa¬ 
cilities in consumption and other fields are 
summarized in Chapter 16. 

3. Consumption Needs and Demands in i960 

With a further growth in the size of the la¬ 
bor force and continued gains in labor produc¬ 
tivity during the 1950 decade, our economy 
will be capable of producing a considerably 
larger volume of goods and services and pro¬ 
viding a higher standard of living in i960 than 
in 1950. These higher levels of well-being can 
be achieved in spite of the certain increase in 
the number of consumers and despite the as¬ 
sumptions of this survey that the decade will 
witness a slower growth in the labor force than 
in the past and a further shortening of the 
work-week below the 1950 level, which in turn 
is assumed to be less than in I940. 5 ® 

Even with these latter assumptions — which 
may well prove to be too conservative — a high 
level of activity in i960 would yield a gross na¬ 
tional product of $202 billion, compared with 
$177 billion in 1950. Consumer income would 
be more than $160 billion, compared with $138 
billion in 1950. In spite of the fact that the i960 
total would be divided among a larger popula¬ 
tion than in 1950, average income per con¬ 
sumer unit would rise from less than $2,900 to 
almost $3,200, and per capita income from $960 
to $1,030. 

a. CONSUMPTION DEMANDS IN i960 

Such a rise in purchasing power would 
of course mean larger expenditures for all 
groups of consumption goods and services. 
Total consumption expenditures in i960, un¬ 
der the assumptions of this survey, are esti¬ 
mated at Si 34 billion, or nearly 16 per cent 
above the $116 billion estimate for 1950. Be¬ 
cause of the special influence of changes in 

29. See Chapter 4. section 5. for basic assumption* 
underlying projections for i960; see Chapters 6 to 14 f° r 
detailed discussion of <l> mand and needs for major group* 
of consumption goods and services in i960. 
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— and technology and the varying .ns.tiv ^0! the 1 

i,y of specific “"“T" *^ n J‘“ e fe w u be a mand will be somewhat smaller than in .950. 

wide variation in the percentage increase for 
the nine major expenditure groups. At one ex¬ 
treme, consumption expenditures for trans¬ 
portation will increase by nearly 30 per cent, or 
from S12.6 billion in 1950 to $16.4 billion in 
i960. Recreational expenditures will advance 

I . 1. . ......na ( rAm 


mand will DC SOIJlCWiiai amai.v.. .. 

Establishing a consumption floor for the entire 
population in i960 without disturbing the con¬ 
sumption ceiling would, according to the judg¬ 
ments expressed in preceding chapters of this 
report, involve total consumption expenditures 
of $144-2 billion. This is less than $10 billion, or 


. 960 . Recreational expend,tures will advance * e estimated total de- 

substantially more than the ascragc mand for consumption goods and services that 

$5.7 billion to $6.9 billion, or 20 per cent. At ^ bc expected at high levels of production 
other extreme, consumption expenditures tor ^ ^ ^ ycaf (Scc Tablc 129>) 

the support of religion and social welfare will Food accounls for over $3.8 billion, or well 
show a gain of only 4 per cent —much less ^ a lhird> 0 £ lhc gap between demand and 
than the average. The following tabulation Adequale mcdical carc would require 

shows the estimates of probable i960 expcndi- approx im a tcly $2.1 billion additional expendi¬ 
tures (in billions, at 1944 P riccs > {ox cach ^res, clothing accounts for about $780 mil- 
group and the percentage increase over 1950: |ion hoU sing for about $1.6 billion, household 

cquipmenr and „pcrau°n for $, h.lhon, whde 


Total 5 

Food, liquor and tobacco 
Clothing, accessories and personal 
carc 

Housing and utilities 
Household equipment and opera¬ 
tion 

Consumer transportation 
Medical care, insurance and death 
expenses 
Recreation 
Private education 
Religion and private social welfare 


34-2 

■5-5% 

4i-i 

>3-5 

18.7 

,4.8 

21.4 

10-9 

>7-5 

l6.1 

.6.4 

29.6 

8.7 

13.9 

6.9 

20-3 

2.0 

10.7 

*•7 

4.1 


i960 


b. NEEDS VS. DEMAND IN 

Despite the higher levels of production and 
income assumed for i960, not all consumers 
will be able to achieve a standard of living at a 
•health and decency" level in that year. As in 


CUUlHIliwm mux- .. - 

religion and privately financed welfare and 
education together would account for the re¬ 
maining $600 million. 

The achievement of adequate standards ot 
education in i960 will involve a substantial 
increase of current government expenditures 
over the probable amount that will be spent in 
i960, while smaller additional government ex¬ 
penditures will also be required in housing 
and recreation. These and other needs that 
will require additional government expendi¬ 
tures arc summarized in Chapter 20. Be¬ 
sides the additional current expenditures by 
consumers ami government, there will still be 
capital deficiencies to be made up m i‘>6o. 
These estimates, as summarized in Chapter 16, 
arc based on the assumption that a 1 S-year pro¬ 
gram would, by i960, provide a capital plant 

“ f... .■ >n,t ir<l nl 


"heaUh and decency" .eve. .« ** u| ^, a -isfncu.ry siandard of 
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CHAPTER 1 6 


CAPITAL NEEDS AND DEMANDS: SUMMARY 


Capital goods, or capital facilities, make up 
the bulk of the material wealth of the nation. 
They include factories, office buildings, homes, 
schools and churches, highways and bridges, 
machinery and machine tools, buses and rail¬ 
ways — the whole range of durable structures, 
or plant and equipment, that are used to pro¬ 
vide other goods and services. Consumers’ 
durable goods, such as refrigerators, electric 
irons, family automobiles, though sometimes 
classified as capital goods, are considered here 
as consumption goods.* 

As a result of population growth, indus¬ 
trialization and a generally expanding econ¬ 
omy, capital goods have steadily accumulated. 
Because the economy has been able to produce 
more than is consumed, the surplus can be 
turned into capital goods. This in turn results 
in more efficient production and consequent 
increase in both surplus and consumption. 
This investment of the surplus from current 
production in the form of capital goods — 
representing 16 to 20 per cent of our total eco¬ 
nomic effort — is the basis of our rising stand¬ 
ard of living. 

As most capital goods arc costly, their pur¬ 
chase usually involves an "investment paid 
for out of future savings. Consequently the 
decision to purchase a new turbine or a new 
house is ordinarily not made on the spur of the 
moment but is carefully planned in advance. 
Because capital goods arc durable, new pur¬ 
chases for re placement can be postponed al¬ 
most indefinitely. True, an old machine or an 
antiquated building becomes less clficicnt as 

By A. Benjamin Handler, Assistant Research 
Director of this survey, and based largely on data 
presented in other chapters of this report, the au 
thors of which, however, arc not responsible for 
interpretations and conclusions in this chapter. 


time goes on, but replacement can usually wait 
until conditions warrant new expenditures. 

In actual practice, replacement of capital 
goods is more often the result of obsolescence 
than of mere physical deterioration. Technical 
advances may make new machinery, new 
types of buildings and new methods of trans¬ 
portation much more efficient or may give rise 
to new consumer wants that can be satisfied 
only by goods and services produced by new 
machinery or equipment. 

Because of these considerations and because 
technical discoveries and the opening up of 
new fields of investment arc usually sporadic 
in their occurrence, the purchase and produc¬ 
tion of capital goods fluctuates widely from 
boom to depression. 

It is convenient to classify capital goods into 
three major classes: productive facilities, con¬ 
sumer construction and developmental works. 

Productive Facilities 

Productive facilities is the most important of 
the categories.This group includes mining and 
manufacturing installations; construction ma¬ 
chinery; plant and equipment for providing 
transportation, communication, electricity and 
gas services; hotels, office buildings and other 
commercial structures; and nonrcsidcntial 
agricultural buildings and equipment. 1 hey 
arc almost always privately produced and 
owned, although government buildings and 
equipment arc also included. Although some 
productive facilities, such as stores, hotels, 
theaters and transit lines, cater directly to con¬ 
sumers, most of them do so only indirectly. 

. "Capital formation." as tl.c term is ordinarily used, 
consists predominantly of the value of capital K o.*Is pro¬ 
duced in a given year. Hu. it also includes changes m bus • 
ness inventories, in gold stocks and it. fore.gn balances. AM 
types of capital formation represent p-stponcd consump- 

"° 2 . For full discussion of the items included under pro¬ 
ductive facilities, sec Chapter 17- 
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Consumer Construction 

Consumer construction consists of residen¬ 
tial, religious, educational, recreational and 
hospital buildings, which provide services di¬ 
rectly to consumers. The first two are almost 
all privately owned; the last three are partly 
public and partly private. Consumer construc¬ 
tion also includes fixed types of residential 
equipment; but it is necessary (because of the 
nature of the data) to classify the equipment 
used in religious, educational, recreational 
and hospital buildings as productive facilities. 8 

Developmental Worlds 

Highway construction, sewage disposal and 
water systems, urban redevelopment, and 
irrigation, soil erosion, flood control and river 
valley developments form the third classifica¬ 
tion of capital goods. Developmental works, 
which contribute to community needs and 
economic activity, arc almost always provided 
and operated by government. 4 

i. Past Trends and Relationships 

During the 20-year interwar period (1920- 
*939)* gross expenditures for capital goods 
averaged a little more than $12 billion an¬ 
nually, or 15 per cent of gross national prod¬ 
uct. Nearly $7 billion was spent for construc¬ 
tion, and more than $5 billion for machinery 
and other productive equipment. More than 
SB billion was needed solely to replace out¬ 
moded and worn-out capital goods, so that less 
than one third of the total expenditure consti¬ 
tuted net additions to our total supply of capi¬ 
tal goods. 6 

3. For discussion of the items included under consumer 
construction, sec Chapters 8 and 11-14. 

4. This category, like the other two. is somewhat arbi¬ 
trary. Floor! control and river valley development works 
cater both to consumers and producers. Port and water¬ 
way developments and airway and airport construction, 
which arc largely publicly financed, could properly be 
classified as developmental works, but die data for these 
types of capital goods (as well as the use to which the 
goods are put) make it more convenient to classify them 
as productive facilities. 

For full discussion of the items included under dcs-clop- 
mental works, see Chapters to. 18 and 19. 

5. Based on Simon Kuzncts, “Uses of National Income 
in Peace anil War." Occasional Paper No. 6. National Bu- 
'cau of Economic Research, New York, March 1942, 
Table 4. P- 33 Table 8 . p. 37. 


Outlays for productive facilities averaged 
$7.5 billion, or more than 60 per cent of the 
total, in the 1920-1939 period. Consumer con¬ 
struction with average expenditures of $3.3 bil¬ 
lion was two and a half times as important as 
developmental works, which accounted for 
$1.3 billion. 

The largest single item of capital goods ex¬ 
penditure was for residential construction, 
which amounted to $2.6 billion, or almost 80 
per cent of all consumer construction and 21 
per cent of total capital outlays. Transportation 
facilities, exclusive of highways, averaged $1.8 
billion, and were the next largest single item, 
followed closely by manufacturing facilities. 
Transportation and manufacturing together 
accounted for almost 50 per cent of the outlays 
for productive facilities and for 30 per cent of 
total expenditures for capital goods. Capital ex¬ 
penditures for highway construction of nearly 
Si billion constituted almost 75 per cent of the 
developmental works category. (Sec Table 
130 and Figure 17.) 

a. CYCLICAL VARIATIONS 

These 20-ycar averages, however, conceal 
wide variations in capital expenditures. This is 
made clear by comparing successive 5-year 
periods, and peak and low years for individual 
items. The total outlay dropped from an aver¬ 
age of $17.2 billion during the boom period of 
the last half of the 1920*5 to $8.2 billion, or less 
than half as much, in the first half of the 
1930’s. The peak year was four times as great 
as the bottom year. These variations were far 
more severe than those of gross national prod¬ 
uct, which declined by only 28 per cent from 
the last half of the 1920*5 to the first half of the 
1930’s, and by only 45 per cent from peak to 
low point. 

Outlays for productive facilities averaged 
$10.1 biilion per year in the last half of the 
1920’s and only $5.3 billion during the 1930- 
1934 depression period. The individual items 
all declined far but not disproportionately. 
From the peak year to the low year, however, 
capital outlays for utilities decreased by 85 per 
cent, compared with 73 per cent for commum- 


374 



CAPITAL NEEDS AND DEMANDS 


Table 130 

Expenditures for Capital Goods, 1920-1939 
(In Millions ) 


Class 


1920-1924 

Annual 

Average 


i9*5-‘9*9 

Annual 

Average 


i930-1934 

Annual 

Average 


l 935-'939 

Annual 

Average 


1920-1939 

Annual 

Average 


1920-1939 

Highest 

Year 


1920-1939 

Lowest 

Year 


Total Capital Goods Ex¬ 
penditures 
Construction 
Productive equipment 

Productive facilities 
Manufacturing 
Commercial 
Transportation 
Communication 
Utilities 
Agricultural 
Other 

Consumer construction 
Residential 
Religious 
Educational 
Recreational 
Hospital* 

Developmental works 
Highways 

Conservation and develop¬ 
ment 

Sewage disposal 
Water supply 


$12,428 

7456 

4»97 2 

7.570 

1,996 

1,196 

1.797 

*99 

693 

536 

*.*53 

3,806 
3,*04 

95 

366 

141 

100 

1,052 
793 

60 
86 
**3 


$i7,!86 

10,951 

6,235 

10,112 

2,362 

1,940 

2,303 

316 

m 

677 

i,5*5 

5.557 

166 

5°5 

2( \ 

178 

1,5*7 

1,161 

7* 

*5 2 

*33 


$8,215 

4,627 

3.588 

5. 2 7 2 

1,074 

777 

1,277 

226 

483 

357 

*,078 


$*0,445 
4.952 
5 »493 
6,889 
1,610 

7*9 

1,822 

221 

422 
650 
*.445 
2,256 


$12,069 

6,997 

5,072 

746 * 

1,760 

1,158 

1,800 

24* 

649 

,3 

3.292 


$18,214 

*1,256 

7,561 

11,874 

3.090 

2,061 

2,927 

433 

1,082 

785 

*,864 

6,001 


..... 

1,036 

*,726 

2,577 

4. 8 47 

59 

39 

90 

*79 

235 

292 

35° 

522 

98 

106 

>53 

3°4 

119 

92 

122 

2*4 

*.396 

*,299 

1,3*6 

*.935 

*.043 

811 

952 

1.481 

160 

3*7 

*52 

339 

83 

90 

*03 

183 

111 

82 

109 

201 


$4,597 

2,3*4 

2,283 

3.050 

590 

363 
734 
* *7 
*57 
176 

763 

623 

456 

20 

58 

45 

40 

848“ 

622 


34 

47 


<• <»' -pi— - «—""""" fi8ur " and ,ha,c in C " JP "' 1 ■' 

t ;ss;xs z&isBs:*' - - *»■ 


cation, and 74 per cent for product.ve fac ^ f]nance | and peculiarly suitable for work 

as a whole. . , rc li c f. In fact, developmental expenditure, of 

Consumer construct,on varted most, a I most $M bi „ ion durin g ,he dcpress.on pe- 

solely because of the drast.c decl n n rjod ' vcrc grc3Ier ,han in the more prosperous 

«. dr °p 3V Out.ayrfor 9 c 5 ap^r g oods formed a smaller 

the lowest depression year. At the P k » rlion of gross national product in de- 

X **■. p™"" »w 1 "- “’• 5 an<1 ‘” 6 ' 
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Ficure 17. Capital Goods Expenditures: Consumer Construction, Productive Facilities 

and Developmental Works, 1920-1940 

Source: Appendix 20. 


capital goods comprised almost 19 per cent of as well as by influences common to all. The 
gross national product, and in 1953 less than fields in which capital expenditures held up 
8.5 per cent. The greatest relative decline oc- during the depression were cither those the 
curred in consumer construction — from al- government could not neglect or those on 
most 7 per cent of gross product in 1925 to which the unemployed could be put to work, 
slightly more than one per cent in 19^3. Pro- Thus, public policy decreed large reclamation 
ductive facilities declined from a peak of al- programs, the TV A and highway construc- 
most 12 per cent of gross national product to a tion when private employment opportunities 
low of less than 6 per cent. Developmental were shrinking. 

works, however, increased in importance, ris- But expenditures fell off sharply in the 
ing from 1.8 per cent in prosperous 1928 to 2.4 1930^ in such consumer construction fields as 

per cent in 19^1, and thereafter holding close residential and religious building, where few 
to or above the levels of the late i92o’s. (See public expenditures were made and where 
Appendix 22.) large private expenditures were not considered 

The variations in the cyclical fluctuations essential. In the ease of manufacturing and 
of 1 he different kinds of capital goods show other productive facilities, replacements were 
that each is affected by special influences necessary to keep the wheels of production go- 
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Table 131 

R.™ OF Capital Goods Expend.tv.es to Gross Nat.onal Product, .87^.938 


Decade 


Per Cent of Capital 
Goods Expenditures to 
Gross National Product 


Per Cent of Pro¬ 
ductive Equipment to 
Gross National Product 


Per Cent of 
Construction to 
Cross National Product 


1879-1888 

1884-1893 

1889-1898 

1894-1903 

1899-1908 

1904-19x3 

1909-1918 

i 9 , 4 " , 9 2 3 

1919-1928 

i 9 2 4- , 933 

1929-1938 


l7 i 

19.6 

19.6 
18.5 
18.9 

* 8-5 

15.8 

14.7 

16.8 
16.3 
14.2 


4.8 

4-5 

4 - 5 
5 ° 

5 - 5 
5-4 
6.2 
6.5 
6.1 

57 

6.1 


12.4 
x5.x 
15.1 

* 3-5 

13.4 

13.x 

9.6 

8.2 

xo.7 

xo.6 

8.x 


B-iscd on S„non % 

- e—«• "" ,K " od ' : bu ' 

the tlilTerence* arc slight. _ 


ing, and expenditures did not decline so 
sharply. 

b. LONG-TERM TRENDS 

Despite these cyclic.nl variations, all the ma¬ 
jor categories of capital goods expenditures in 
the long run tend to rise with gross national 
product. Since 1879. capital goods have con¬ 
stituted a slowly declining proportion ol the 
total production of goods and services 
shown by ratios between 10-ycar moving av¬ 
erages. The declining importance of construc¬ 
tion must have accounted for this as productive 
equipment steadily and proportionately in¬ 
creased. Because expenditures for productive 
equipment constitute the bulk of outlays for 
all productive facilities, these must also have 
increased in importance. These trends arc clear 
from Table 131, particularly when the war 
and depression decades arc disregarded. 

Productive facilities have become increas¬ 
ingly important among capital goods, while 
consumer construction has become less so. 
(Sec Table 132.) Outlays for productive la- 
cilitics averaged 59 per cent of all capital goods 
expenditures in the latter half of the X920 s and 


66 per cent in the latter half of the i 93 °’ s - l or 
developmental works, the proportions were 
9 per cent and 12 per cent, respectively, and for 
consumer construction they were 32 per cent 
and 22 per cent. The sharp decline ,n con¬ 
sumer construction-chiefly residential-is 
evidently in the main responsible for the dis¬ 
proportionate rise in the relative expenditures 
for productive facilities. 


. Wartime Deficiencies and Transition 
Demands 

Wartime deficiencies in outlays for capital 
ods are highlighted by comparisons with 
acetime outlays. Total wartime expend*- 
res for capital goods convertible to peace- 
tic production of civilian goods amounted to 
ily S49 billion-more than 4“ |« r « nl l ’ c * 
w the $S 6 billion spent in the last half of the 
)2o’s, and even 25 per cent below the $65 b,l- 
on (calculated at the wartime price level) 
xrnt during x 9 ^* 939 - However, defense and 
wartime outlays for usable plant and equip¬ 
ment for the manufacture of metals, lumber, 
hcmicals, and petroleum and coal products 
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Table 132 


Distribution op Capital Goods Expenditures by Types, 1920-1940 


Year 

All Capital 

Goods Expenditures 

Productive 

Facilities 

Developmental 

Worlds 

Consumer 

Construction 


(In Millions) 


(Per Cent of Total) 


1920 

$12,507 

73-9 

6.8 

* 9-3 

1921 

9.483 

62.1 

II.3 

26.7 

1922 

11,083 

56.6 

9.0 

34-3 

1923 

* 4.375 

59.0 

7-3 

33-7 

x 9 2 4 

14,692 

54-3 

8.8 

36.9 

1925 

16,436 

55-5 

8.6 

36.0 

1926 

x 7.405 

57.6 

8.0 

34-5 

1927 

16,898 

56.8 

9-3 

33-9 

1928 

1 6,979 

58.6 

9-7 

31-7 

1929 

18,214 

65.2 

8-7 

26.1 

193° 

14.338 

66.4 

* 3-5 

20.1 

1931 

10,239 

60.7 

16.9 

22.5 

1932 

5 . 83 2 

60.8 

20.8 

18.4 

*933 

4.597 

66.4 

20.1 

13.6 

*934 

6,071 

66.4 

* 9-5 

14.1 

*935 

7.521 

68.8 

M -3 

16.9 

1936 

* 0,373 

66.4 

* 3-7 

19.9 

*937 

12,285 

69.8 

10.9 

,9 ’J 

1938 

10,234 

62.6 

12.9 

24.6 

*939 

11,810 

62.7 

n *4 

25-9 

1940 

13,806 

67.4 

10.3 

22.3 

Sources: Appendixes 20 and ai. Slight discrepancies in additions are due to rounding. 


far exceeded previous totals, amounting to 
more than $11 billion, compared with $6.4 bil¬ 
lion in 1925-1929. Wartime production of usa¬ 
ble agricultural, construction and mining ma¬ 
chinery was also larger than in either the sec¬ 
ond half of the i92o's or the i93o's. In these 
products there was obviously a surplus, rather 
than a deficiency, of outlays. (See Table 133.) 

For all other capital goods, however, war¬ 
time expenditures were less than in a peace¬ 
time period of comparable length. Wartime 
outlays for manufacturing facilities, other 
than those noted above, were $2.5 billion less 
than in 1925-1929. Expenditures for capital fa¬ 
cilities for railroads, pipelines and transit com¬ 
panies were $1.3 billion less than in 1925-1929, 
but were larger than in the second half of the 
1930’s. Outlays by gas and electricity industries 


were $1.9 billion less than in the last half of the 
1920*5, but above 1935-1939. The “deficiency” 
in outlays for commercial buildings and equip¬ 
ment was $6.4 billion compared with 1925- 
1929 and $i.2 billion compared with 1935- 
1939. 

For productive facilities as a whole, the sum 
of the deficiencies in expenditures was nearly 
$13 billion, compared with 1925-1929. Outlays 
for developmental works were deficient by 
S3.3 billion^ more than three quarters of which 
consisted of highway construction. Deficien¬ 
cies in outlays for consumer construction 
amounted to more than $16 billion — more 
than Si billion in recreation, nearly $2 billion 
in education and nearly $12 billion in housing. 
Capital goods outlays in the defense and war 
period fell below 1925-1929 by a total of more 
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Table 133 

Defense and Wartime Expenditures for Capital Go °“ U$ *“; e ,N 

Compared With 1925-1929 and , 935" , 939 
(In Millions) 


Peacetime 


Total Capital Goods Expenditures 
Construction 
Productive equipment 

Productive facilities 
Manufacturing 

Metal, lumber, chemical, petroleum 
and coal products 
All other 
Commercial 
Transportation 

Railroad, transit and pipeline 
Other 

Communication 
Gas and electricity 
Agricultural # 

Construction and mining machinery 
Public service enterprise construction 

Other 

Consumer construction 
Residential 
Religious 
Educational 
Recreational 
Hospital 

Developmental works 
Highways 

Conservation and development 
Sewage disposal 

Water supply _ 


i 9 *S-‘ 9 2 9 

$ 85 . 93 ° 

54 . 75 ° 

31,18° 

50,560 

11,810 

6,390 

5 * 4 2 ° 

9,700 

11 . 5*5 

4 . 7 *o 

6,805 

1,580 

4.995 

3*385 

1.150 

73 ° 

5.695 

27.785 

22,215 

830 

2 . 5 2 5 

■• 3 2 5 

890 

7.585 

5.805 

3 ? 5 

760 

665 


Sources: Table* 140 and 130. and Appendix 20. 

a. The deficiencies in productive 
different from those Riven in Table 140 
are not broken down into such fine categories. 


than $32 billion. This was the deficiency, or 
backlog, in capital goods, if the last half of the 
1920’$ is taken as the yardstick. 

If, however, defense and wartime capital 
outlays arc compared with the I 935 _, 939 Pe¬ 
riod (increased by 25 per cent to account for 
price increases) the sum of the deficiencies in 


Expenditures 

t 935~ l 939 

(Wartime 
Prices) 

Defense 

and 

Wartime 

Defense and 
Wartime Deficiency* 
Compared With: 

19 * 5 - 19*9 t 935-‘939 

$65,300 

$49,362 

$32,029 

$7,858 

b 

30.950 

b 

. b 

b 

34.350 



2,632* 

* « 1 

43.070 

32.358 

12,55°' 

10,060 

14.295 

2,5*5' 

*» x 45 

6,020 

11,400 

— 

— 

4.040 

2,895 

2.5*5 

1,145 

4.495 

3.33° 

6.370 

1,165 

b 

11.390 

2,625 

3.4*8 

1,282 

b 

b 

8.765 

b 

86 

1.875 


1,380 

2,640 

1.494 

3.1*0 

— 

4.065 

4.373 



1.150 

640 

2,000 

3'® 


32 1 

7.250 





14,100 

10,790 

245 

1,825 

665 

575 

8,130 

5.070 

1.980 

565 

5*5 


11,651 

10.335 

162 

566 

237 

35 * 

5.353 
3.203 
1,468 
212 
470 


16,134 

1 i. 8 Xo 
668 
1.959 
1,088 

539 

3*545 

2.602 


2.449 

455 

83 

1,259 

428 

224 

2.777 

1.867 

5* 2 

353 

45 


b. No data. . 

C. Sum of deficiencies. 


outlays was less than $S billion. On this basis, 
deficiencies in expenditures for manufactur¬ 
ing and commercial facilities were each about 

$, 2 billion, and in the whole field of produc¬ 
tive facilities only one other category was de¬ 
ficient. The developmental works deficiency 
was $2.8 billion. For consumer construction 
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Table 132 


Distribution op Capital Goods Expenditures by Types, 1920-1940 


Year 

All Capital 

Goods Expenditures 

Productive 

Facilities 

Developmental 

Works 

Consumer 

Construction 


(In Millions) 


(Per Cent of Total) 


1920 

$12,507 

73-9 

6.8 

>9.3 

1921 

9 » 4 8 3 

62.I 

> 1.3 

26.7 

1922 

11,083 

56.6 

9-0 

34-3 

1923 

> 4.375 

59.O 

7-3 

337 

* 9 2 4 

14,692 

54-3 

8.8 

36.9 

1925 

16,436 

55-5 

8.6 

36.0 

1926 

> 7.405 

57.6 

8.0 

34-5 

* 9 2 7 

16,898 

56.8 

9-3 

33-9 

1928 

* 6,979 

58.6 

97 

3*7 

1929 

>8,214 

65.2 

8.7 

26.x 

193° 

> 4.338 

66.4 

> 3-5 

20.1 

1931 

10,239 

60.7 

16.9 

22.5 

1932 

5 . 83 2 

60.8 

20.8 

18.4 

>933 

4.597 

66.4 

20.1 

>3.6 

>934 

6,071 

66.4 

> 9-5 

14.1 

>935 

7 » 5 2 * 

68.8 

> 4-3 

16.9 

> 93 6 

>o ,373 

66.4 

*37 

>9.9 

>937 

12,285 

69.8 

10.9 

> 9-3 

> 93 8 

>0,234 

62.6 

12.9 

24.6 

>939 

11,810 

62.7 

ii *4 

25-9 

> 94 ° 

13,806 

67.4 

10.3 

223 

Source1: Appendixes 20 and 21. Slight discrepancies in additions arc due to rounding. 


far exceeded previous totals, amounting to 
more than $» billion, compared with $6.4 bil¬ 
lion in 1925-1929. Wartime production of usa¬ 
ble agricultural, construction and mining ma¬ 
chinery was also larger than in either the sec¬ 
ond half of the 1920’s or the 1930*5. In these 
products there was obviously a surplus, rather 
than a deficiency, of outlays. (See Table 133.) 

For all other capital goods, however, war¬ 
time expenditures were less than in a peace¬ 
time period of comparable length. Wartime 
outlays for manufacturing facilities, other 
than those noted above, were $2.5 billion less 
1 ban in 1925-1929. Expenditures for capital fa¬ 
cilities for railroads, pipelines and transit com¬ 
panies were $1.3 billion less than in 1925-1929, 
but were larger than in the second half of the 
1930’s. Outlays by gas and electricity industries 


were $1.9 billion less than in the last half of the 
1920*5, but above X935-1939. The “deficiency" 
in outlays for commercial buildings and equip¬ 
ment was $6.4 billion compared with 1925- 
1929 and $1.2 billion compared with 1935— 
> 939 - 

For productive facilities as a whole, the sum 
of the deficiencies in expenditures was nearly 
S13 billion, compared with 1925-1929. Outlays 
for developmental works were deficient by 
S3.3 billion* more than three quarters of which 
consisted of highway construction. Deficien¬ 
cies in outlays for consumer construction 
amounted to more than $16 billion — more 
than $1 billion in recreation, nearly $2 billion 
in education and nearly $12 billion in housing. 
Capital goods outlays in the defense and war 
period fell below 1925-1929 by a total of more 
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Table 133 

Defense and Waet.me Expenditures for Capital Goods Usable in Peacetime 
Compared With 1925-1929 and i 935" , 939 

(In Millions) ____ 


Total Expendituret 


Deleme and 


Clan 


Total Capital Goods Expenditures 
Construction 
Productive equipment 

Productive facilities 

Manufacturing . 

Metal, lumber, chemical, petroleum 
and coal products 
All other 
Commercial 

Transportation . 

Railroad, transit and pipeline 
Other 

Communication 
Gas and electricity 
Agricultural # . ,. 

Construction and mining machinery 
Public service enterprise construction 
Other 

Consumer construction 
Residential 
Religious 
Educational 
Recreational 
Hospital 

Developmental works 
Highways 

Conservation and development 
Sewage disposal 

Water supply _ 



1935-'939 

Defense 

and 

Wartime 

Compared With: 

19*5-19*9 

(Wartime 
Price !) 

19 * 5 - 19*9 

i 935-‘939 

$85,930 

$ 65,300 

$ 49,362 

$32,029 

$7,858 

b 

54.750 

30,950 

b 

b 

b 

31,180 

34.350 


* 

2,632* 

1 , 1 e* 

50,560 

43 . 0/0 

32.358 

*2, 55 O e 

11,810 

10,060 

* 4.295 

2 , 5 2 5 C 

*,*45 

6,390 

5.420 

9.700 

6,020 

11,400 

— 

— 

4,040 

4.495 

2,895 

3.330 

2,525 

6.370 

M 45 

*,*65 

b 

*«. 5*5 

4 . 7 *o 

6,805 

11.390 

2,625 

8,765 

3.428 

1,282 

b 

86 

*.875 

b 

1,580 

4.995 

1,380 

2,640 

*.494 

3,120 

— 

3.385 

M 5 ° 

730 

4.065 

1,150 

640 

4.373 

2,000 

}, l 




27.785 

22,215 

830 

2,525 

i. 3*5 

890 

7-585 

5.805 

355 

760 

665 


7.250 

14,100 

10,790 

245 

1,825 

665 

575 

8,130 

5.070 

1.980 

565 

5 1 5 


11,651 

10,335 

162 

566 

237 

35 * 

5.353 

3203 

1,468 

212 

47 ° 


*6,134 

11.8X0 

668 

*.959 

1.08S 

539 

3*345 

2.602 

548 

*95 


2.449 

455 

83 

i ,259 

428 

224 

2.777 

1.867 

5*2 

35 ? 

45 


Sonnet: Tabic* 140 and 130. Appendix 20. 

a. The deficiencies in produce 
different from those Riven in Tabic 140 because tie 
are not broken down into such fine caieRorics. 


b. No data. 

e. Sum of deficiencies. 


than $32 billion. This was the deficiency, or 
backlog, in capital goods, if the last half ot the 
i92o’s is taken as the yardstick. 

If, however, defense and wartime capital 
outlays arc compared with the I 935"*939 P c 
riod (increased by 25 per cent to account tor 
price increases) the sum of the deficiencies in 


outlays was less than $S billion. On this bas.s, 
deficiencies in expenditures (or manufactur¬ 
ing and commercial facilities were each about 
$,i billion, anti in the whole field of produc¬ 
tive facilities only one other category was tie- 
ficicnt. The developmental works deficiency 
was $2.8 billion. For consumer construction 
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the deficiency was less than $2.5 billion — half 
in education. The residential construction de¬ 
ficiency of less than half a billion dollars ap¬ 
pears surprisingly low. Residential building in 
1935-1939, however, was insufficient to pro¬ 
vide for new families, let alone replacement of 
old dwellings. Furthermore, much wartime 
housing consisted of temporary structures, or 
was located where it is no longer needed. 
Hence, there is a much greater housing de¬ 
ficiency than the figures actually reveal, espe¬ 
cially as marriage and birth rates have been at 
extraordinarily high levels in recent years. 

How these “statistical deficiencies" will af¬ 
fect the volume of capital goods expenditures 
in the reconversion period is conjectural. If 
a depression occurs in a few years, or if capital 
goods are "priced out of the market," many of 
these deficiencies will not be made good for a 
long time to come. Moreover, expenditures 
needed to make up wartime deficiencies can¬ 
not be set apart in actual practice; they will 
imperceptibly blend with outlays to meet new 
capital requirements. 

Department of Commerce Estimates 

According to estimates based partly on a re¬ 
cent Department of Commerce survey, 7 ex¬ 
penditures for productive capital facilities 
would amount to almost $10 billion in 1946 
and more than Si2 billion in 1947. The first 
figure is slightly under the 1925-1929 average, 
the second somewhat more than was s|>cnt in 
1929, the peak peacetime year. 

Developmental works arc estimated at S1.1 
billion in 1946, the same as the 1920-1924 av¬ 
erage, which was the lowest of any five-year 
average in the interwar period. The estimate 
for 1947 is $1*7 billion, or not far below the 

7. The Department of Commerce ha* made estimates 
of probable construction activity in 1046 and 1947. (See 
"Construction and Construction Materials: Industry Re¬ 
port." Construction Division. Bureau of Foreign and IX*- 
mestic Commerce. April 1946. pp. 5 and 6.) In Chapter 17 
of this survey estimates were made of probable exj*endi- 
tures f«>r productive equipment in tluse years. These esti¬ 
mate* arc based on the assumption that the emergency 
housing program will build J" million housing units in 
levs than two years, and that because of material shortages 
other types of Construction will l*c cuitadcd to the extent 
necessary to achieve this obiective. 


peak peacetime year. Capital expenditures for 
highways arc expected to rise to the relatively 
high level of $1 billion in 1947. Conservation 
and developmental construction is also ex¬ 
pected to rise to the high level prevailing at the 
end of the 1930*5, while capital outlays on sew¬ 
age disposal and water-supply projects are ex¬ 
pected to be at the high level of the second 
half of the i92o’s. 

Consumer construction is expected to attain 
an all-time high in 1947. Its chief component, 
residential construction, estimated at $6.6 bil¬ 
lion for that year, will exceed expenditures for 
the whole group in any past year. Hospital 
construction is also expected to take place at an 
extraordinary rate. 

For capital goods as a whole, expenditures 
arc estimated at $15.1 billion in 1946 and $21.5 
billion in 1947, compared with $iS.2 billion in 
1929. The estimates for 1946 and 1947, com¬ 
pared with 1929. are shown in detail in Table 

x 34- 

3. Future Needs and Demands 

Past trends and relationships provide some 
basis for estimating future expenditures for 
capital goods, under the assumptions used in 
this survey.* However, the difficulties of dis¬ 
covering dependable trends and relationships 
for specific capital goods arc much more seri¬ 
ous than for consumption goods. This is partly 
due to the lack of long-term data, but largely 
to the fact that expenditures for capital goods 
arc subject to more violent and erratic fluctua¬ 
tions than for consumption goods. These diffi¬ 
culties make the capital goods estimates sub¬ 
ject to a wider margin of error. 

a. P\ST RELATIONSHIPS 

Because of the sharp variations in capital 
expenditures, estimates based on relationships 
in the 1920-1939 period arc especially unreli¬ 
able. The longest and most severe depression 
in our history occurred in the i9^o*s, and the 

$. See Chapter 4. section 5. for a full statement of the 
assumptions as to population, national income, consumer 
expenditures, etc., on which estimates for 1950 anil 196° 
are bawd. See Appendix 9 for description of methods used 
in estimating; expenditures for 1950 and i960. 
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Table 134 

Estimated Capital Goods Expenditures, 
1946 and 1947 


(In Millions) 


Class 

*9 2 9 

1946* 

• 947 * 

Total Capital Goods 

Expenditures $18,214 

$* 5.* 2 5 

521,495 

Productive facilities 

11,874 

9,600 

12,300 

Construction 

4 . 3*3 

3 . 2 3 o 

4 »* 3 ° 

Equipment 

7 . 56 i 

6,370 

8,170 

Developmental works 

». 5 8 7 

*,050 

1,650 

Highways 

1,248 

550 

1,000 

Conservation and dc- 

velopmcnt 

86 

225 

350 

Sewage disposal and 

water supply 

253 

275 

300 

Consumer construction 

4.753 

4.475 

7.545 

Residential 

3.709 

3,880 

6,600 

Religious 

*39 

5 ° 

75 

Educational 

499 

235 

375 

Recreational 

208 

65 

120 

Hospital 

198 

245 

375 


18.) This sharp decline was chiefly due to 
the profound depression of the i93o's. In part, 
however, it appears to reflect a long-run de¬ 
cline in the importance of capital goods ex¬ 
penditures, for the ratio of capital goods out¬ 
lays to gross national product before World 
War I was between 18 and 19 per cent. 

According to Kuznets, gross capital forma¬ 
tion (defined as including public and private 
expenditures for capital goods as well as net 
inventories and net foreign balances) has 
neither declined nor increased in importance, 
at least until the 1920^, and perhaps after that 
also.* But he is doubtful about the continu¬ 
ance of this stable relationship and thinks "it is 
more probable that, as in some more fully in¬ 
dustrialized countries, the share of capital for¬ 
mation may decline, a tendency especially 
probable if we consider domestic capital for¬ 
mation alone and exclude investments 
abroad.” 

The decline in the ratio of capital goods cx- 


Sourcrs: Chapter .7. and "Construction and 

Materials: Industry Report." Construct.on D ' v ' J ‘® n - 
rcau of Foreign and Domestic Commerce. Apnl 194&. 

a P These estimates arc based on coalitions existing »t the 
time of writing and on expectations for theJ.'JJJJ 
should change, the estimates would need to b<‘. me**** 
accordingly. The estimate of productive equipment is par 
ticularly questionable. It is based on the ratio of equipment 
to all productive capital expenditures as indicated in1 c P 
tal outlay plans made by American business Joe*he fi rs 
quarter of .946. The curtailment of other construction be¬ 
cause of the emergency housing program may wdl in 
validate this ratio. Thus productive^ equipment ma1 « 
be estimated too low by as much as $2 billion, and | erhaps 
by more. 


entire interwar period is too short to determine 
to what extent the pattern of outlays dcviatct 
from the long-term tendencies of the past. 
Hence, the capital data covering the period 
1879-1938 should be useful in helping to in¬ 
terpret the more detailed and accurate 1920- 
1940 figures. 

What proportion is capital goods expendi¬ 
ture likely to form of an estimated total pro¬ 
duction of goods and services of $177 l>dli«>n 
in 1950 and S202 billion in i960? During the 
1920's the ratio averaged 17 per cent; during 
the 1930's it was only 12 per cent. (Sec Figure 


9. "In 1929 prices the share of gross capital formation 
n gross national product ranged prior to 1919-28 from 
12 to 25 per cent. ... .... 

"In current prices (prices actually prevailing in succes- 
ive years of the record) the share of gross capital forma- 
ion in gross national product is even more stable. The 
sercentages fluctuate between 20 and 21 during the dec¬ 
ides from 1879-88 to 1919-28. . 

"Except during the periods affected by the severe de¬ 
gression of 1929-32. when the decade averages even ot 
the national product declined, the share of capital forma- 
ion in national income fluctuates from decade «» «l«a.le. 
largely because of the prevalence of long cycles in con¬ 
struction. but shows no definite trend cither upward or 
downward. The decade shares of gross capital formation in 
gross national product arc similarly devoid of a long tarn 
movement. ... 

"There are . . . obvious factors that tended to sustain 
capital formation, preventing a secular decline in i's sh ire, 
at least up to the 1920’*. First, since two large C«-mjv.n. ms 
of capital formation, residential construction and the con¬ 
struction of associated utilities serving: consumeis dircstl). 
arc part ami parcel of the pattern of ultimate consump¬ 
tion, an tncrease in the latter would n-sesvir.ly mean an 
increase in the former. Second, other components of capi¬ 
tal formation consist of capital invested directly m the | in¬ 
duction of finished consumer goods .Am increase in the 
latter would lend to keep up the P^liictioi. "« «‘j 

tal. even were there no technological changes that would 
require a larger capital investment per unit of finished 
product. Third, technological innovations may s.caU a de¬ 
mand for new capital, even beyond the increase called for 

bv greater consumers’ outlay. • • • . . . . , 

"... The explanation submitted above is highly tenta¬ 
tive . . . Especially should we resist the UinpUtwn to 
infer that . . . secular stability will necessarily continue. 
Ku/ncis. op. fit., pp. 5-«4 
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Figure i8. Capital Goods Expenditures as Per Cent of Gross National Product, 1920-1940 

Source: A|»jxn<lix 22. 

pcnditures to gross national product from gross product lias been remarkably stable. Dur- 
more than iS per cent before World War I to ing and after World War I, the United States 
less than 17 per cent in the 1920*5 is thus not became a creditor nation and for the first time 
inconsistent with Ku/ncts* findings that the an export balance on current account became 
proportion of total gross capital formation to an appreciable part of gross capital formation. 
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Thus the decline in the ratio of domestic capi¬ 
tal goods expenditures to gross product oc¬ 
curred at the very time when we began to in¬ 
vest some of our surplus abroad. Even if total 
capital formation retains the same importance 
in our future economy as it has in the past, our 
continued growth as a creditor nation should 
therefore result in some further reduction in 
the relative importance of domestic outlays for 
capital goods. 

b. ESTIMATES OF DEMAND IN I95O AND i960 

(in 1944 PRICES) 

In view of these considerations, total out¬ 
lays for capital goods have been estimated at 
$27.7 billion out of $177 billion gross national 
product in 1950, and at $33 billion out of $202 
billion in i960 — in the neighborhood of 16 per 
cent of gross product during the 1950*$. Simi¬ 
lar estimates were obtained on the basis of a 
correlation of the movements of gross national 
product and capital goods expenditures for the 
1879-1938 period. 10 

Productive Facilities 

Productive facilities will continue to be the 
most important of the three major classes of 
capital goods. In fact, there appears to be a 
long-term increase in their importance: from 
about 60 per cent of total capital outlays in the 
i92o’s to 65 per cent in the 1930’s. 11 On the 
basis of these relationships, outlays for produc¬ 
tive facilities are estimated at $18 billion in 
1950 and $21.3 billion in i960. These compare 
with $9.3 billion in 1940 and $16.3 billion for 
the peak interwar year. (Sec Table 135.) 

Outlays for individual categories of produc¬ 
tive facilities have been similarly estimated on 
the basis of past percentage relationships. 
Manufacturing, with outlays of $4.2 billion in 
1950 and $5 billion in i960, and transporta¬ 
tion, with $4.3 billion and $5.1 billion, rcspcc- 

10. After making the necessary a«Hustmenis to all-.w 
for the difference between the Ku/ncts and Department of 
Commerce estimates of gross national product. 5 <e Ap¬ 
pendix 9. 

11. This rising trend is confirmed by an increase in 
equipment outlays from 25-jo per Cent of total capital 
goods expenditures before World War I to more than 35 
per cent in the interwar period. 


tivcly, would account for about half of total 
expenditures for productive facilities. 12 

On the basis of these estimates of outlays for 
all capital goods and for productive facilities, 
developmental and consumer construction to¬ 
gether would amount to $9.7 billion in 1950 
and Si 1.7 billion in i960. Similar results arc 
obtained when past outlays for these categories 
arc correlated with gross national product. 
These amounts, representing 35 per cent of 
total capital goods, compared with 40 per 
cent in the 1920*$, reflect an apparent long-run 
decline in the combined importance of these 
two groups. However, as Table 132 shows, 
this decline occurred only in consumer con¬ 
struction, which is estimated at 25-26 per cent 
of the total in the 1950 decade, compared with 
more than 30 per cent in the 1920's. Develop¬ 
mental works, estimated at about 10 per cent 
of total capital outlays, show an increased im¬ 
portance, though not nearly so much as the de¬ 
pression-induced expenditures would indicate. 
Individual components of these two groups 
have been estimated in accordance with past 
percentage relationships. 

Consumer Construction 

Residential construction is by far the most 
important single component of consumer con¬ 
struction, and, in fact, of all capital goods. Es¬ 
timated at $5.9 billion out of a consumer con¬ 
struction total of S7.2 billion in 1950, and at 
$6.7 billion out of $8.3 billion in 196°, 13 resi¬ 
dential construction will be of somewhat less 
relative importance than in the 1920's. 'I liese 
totals arc much more than twice as large as the 
$2.7 billion outlays for residential construction 
in 1940 and considerably above the $4.8 billion 
for the peak interwar year. 

There was an upward trend in the relative 
imj>ortancc of educational construction be¬ 
ta. For full discussion of the it* ins included under pro¬ 
ductive facilities *cc Chapter 17 In that chapter esti¬ 
mated expenditures for i«> 5 ” and 1 •)<»> .»»c expressed in 
iojo prices; in the present chapter, in 1 U-| prices, which 
arc assumed to be J 2 per cent above the 19.JO level. 

tj. For discussion of residential construction expendi¬ 
tures. see Chapter 8. Estimates for iy$o "id i960 in that 
chapter are expressed in I9p» prices; in the present chap¬ 
ter, in «944 prices. 



Table 135 

Estimated Needs and Demand for Capital Goods in 1950 and i960 ( In Millions ) 


195° i960 


Class 

Peak truer- 
war Year 

1940 

Demand 

Needs 

Demand 

Needs 

Total 

(At Current Prices) 
$24,589* $13,806 

$27,700 

(At 1944 Prices ) 
$ 34,450 $33,000 

$ 37»925 

Productive facilities 

16,308* 

9.309 

18,000 

20,390 

21,325 

23,030 

Manufacturing 

5,1 H 

2,370 

4,200 

4,660 

5,025 

5.330 

Commercial 

2,o6l 

956 

*. 95 ° 

2,150 

2,300 

2,460 

Transportation 

3.530 

2,204 

4.300 

5 »* 4 ° 

5,* 00 

5,760 

Communication 

460 

3*8 

55 ° 

610 

675 

700 

Utilities 

1,082 

573 

*, 5°0 

1,680 

1,625 

1,720 

Agriculture 

1,048 

777 

*.350 

1,500 

1,700 

1,800 

Other 

3,Ol6 

2,111 

4 .* 5 ° 

4,650 

4.900 

5,260 

Consumer construction 

6,o66* 

3,082 

7,200 

8 .*75 

8,255 

9,010 

Residential 6 

4.847 

2,687 

5.850 

6,350 

6,675 

7**55 

Religious 

179 

55 

75 

75 

80 

80 

Educational 0 

522 

176 

800 

950 

950 

950 

Recreational 4 

304 

79 

225 

275 

250 

300 

Hospital® 

214 

85 

250 

5^5 

300 

525 

Developmental works 

2,215* 

*. 4*5 

2,500 

5.885 

3,420 

5,885 

Highways 

1.481 

896 

*,250 

2,7*0 

1,720 

2,710 

Conservation and development 

350 

325 

800 

* » 7 °o f 

*,* 5 ° 

1,700* 

Urban redevelopment 



« 

900 6 


900** 

Sewage and pollution disposal 

183 

67 

200 

275 

250 

275 

Water supply 

201 

*27 

250 

300 

300 

300 


Sourcet: Intcrwar peak and 1940 figures from Appendix 
20; demand figures for 1950 and 1960 from Appen¬ 
dix 9. Table B; needs figures for 1950 and i960 de¬ 
rived from die following chapters: productive facilities. 
Chapter 17: highways. Chapter to; conservation and de¬ 
velopment. sewage disposal and water supply. Chapter 
19: urban redevelopment. Chapter 18: residential. Chap¬ 
ter 8 : religious. Chapter 14: educational. Chapter ij: 
recreational. Chapter 12; hospital. Chapter ll. 
a. Sum of peaks for separate categories. 

I>. The differences in the gaps between housing con¬ 
struction needs anil demands in Chapters 8 and 16 arc 
due to (1) the exclusion <»f probable government outlay 
from "demand" in the former and its inclusion in the lat¬ 
ter chapter, (2) the inclusion of "additions, alterations 
and repairs" in the former and its exclusion from the 
latter chapter. Thus “demand" for 1950 in Chapter 8 
consists of S4.070.oms.ooo expended for new prisatc units 
plus S720 million for “additions, alterations and repairs." 
or a total of S4.790.000.000 (Table 57): while need con¬ 
sists of this total demand of $4.“9 , '.ooo.ooo plus "un¬ 
filled needs" of S80S-926 million (Table 59). or a total 
of S5.S98.000.000-S5.716.ooo.oeo. The gap is thus $$08- 
926 million in 1940 prices or Si. 1-1.2 billion in 1944 
prices. Jn Chapter 16. "demand" in 1950 consists of the 
S4.070.0o0.o00 expended for new private units plus an 
estimated £<70 million for new public units (about half 
of the "tinfille i needs f. .r new houses" a< shown in Table 
59). or a total “demand" of $ |.44A.<m>o.o<h>; while need 
c<*n*ists of this total "demand" of $4,440,000,000 plus the 
remainder of "unfilled needs for new houses," or S$ 5 l— 
3 V > million, making a total of S4.791.000.000-S4.S23.- 
ooo.ot The gap is ilui' >,st-j^t million in 1940 prices 
or about Ss*' n mil ion in 1044 prices. 

c. Figures different from those in Chapter 13 * n that 
they exclude land and equipment, and past figures here arc 


on a school- instead of a calendar-year basis. Estimated 
capital demand and needs in Chapter 13 reduced by 22 
per cent to eliminate land and equipment. 

d. Public recreational expenditures in rural areas in- 
cludcd under conservation and development. 

e. These estimates for both past and future years are 
substantially lower than those presented in Chapter 11. 
Differences are due to the following: (1) Equipment is 
included in estimates of Chapter 11 but in this chapter 
these expenditures arc included in "either" productive fa¬ 
cilities. (2) Estimates in Chapter 11 arc derived from re- 
ported annual net change in number of hospital beds, to 
which is adelcd an estimate of annual replacements based 
on an assumed replacement rate: gross outlays are then esti¬ 
mates! on the basis of an assumed cost per bed. Figures in 
tins chapter arc estimates by the Department of Com¬ 
merce bases! on contracts awarded for hospital construction 
as repented by F. W. Dodge Corporation. (3) Demand es¬ 
timates of Chapter 11 for 1950 assume that provisions of 
1 lill-Burton bill will be fully taken advantage of by states 
ansi localities: estimates in this chapter assume that past 
trends in public hospital construction will largely deter¬ 
mine the extent to which states and localities will take 
advantage of the provisions of this bill. (4) Estimated de¬ 
mand in i960 and estimated needs in be.th 1950 and 196° 
in this chapter arc identical with the corresponding esti¬ 
mates of Chapter 11 except for a deduction of 25 per cent 
for equipment, which is classified in this chapter under 
"productive facilities." 

f. Total given in Chapter 19. less pollution and sewage 
di«|*osal and water supply. 

g. Probable expenditures included in other consumer 
and developmental items. 

h. Figures arc sum of additional dwelling replacement, 
site improvements and nonrcsidenti.il facilities under the 
two thir Js centralized program in Chapter 18. 
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tween the second half of the 1920’s and of the 
1930’s, and this trend is likely to continue in 
view of the continued increase in enrollments 
and improvement of educational plant. Out¬ 
lays for educational construction arc estimated 
at SSoo million in 1950 and $ 95 ° million in 
x 9 6o — well above the peak interwar expendi¬ 
tures. 

In hospital construction there is no evidence 
of a definite trend siricc the late 1920V, out¬ 
lays are estimated at $250 million in 1950, or 
somewhat above the peak interwar year, and at 
S300 million in i960. Outlays for recreational 
and religious construction in both 195° an< * 
i960, on the other hand, are expected to fall 
considerably below those for the peak interwar 
year. 

Developmental Worlds 

The largest item in developmental works is 
highway expenditures. These will not be as 
important relatively in the 1950*5 as in the 
1930's, when other capital goods were not well 

maintained. But highway expenditures should 
be as large as in the 1920*1, in view of the 
probable expansion of our highway system and 
replacement of obsolete roads under the high 
employment assumptions of this survey. Esti¬ 
mated expenditures arc nearly S «-3 h'lhon in 
,950 — or somewhat smaller than the outlays 
for the peak interwar year —and more than 
$1.7 billion in i960. 14 

Expenditures for conservation and develop¬ 
ment have grown rapidly in the past. Esti¬ 
mated on the basis of a continued increase in 
relative importance, they will be $&*> million 
in 1950 and almost Si-2 billion in i960. 

Expenditures for sewage disposal and water- 
supply systems show no long-term changes in 
relative importance. Expenditures for these 
two items combined arc estimated at § 45 ° 1,11 ’ 
lion in 1950 and $550 million in i960. 

C. ESTIMATES OF NEEDS IN 1950 AND i960 

The concept of "need'' is less relevant to capi¬ 
tal than to consumption goods. Need as a 

14. For discussion of highway expenditure* see Chap¬ 
ter 10. Estimates in that chapter arc expressed in 
prices; in the present chapter, in 1944 P ,KCi - 


measure of the amount of goods and services 
required to maintain minimum standards of 
“health and decency" for all consumers is obvi¬ 
ously not applicable to most kinds of capital 
goods. In so far as they are intermediate facili¬ 
ties "used” by consumers indirectly to produce 
the commodities or services they require, the 
need for such capital goods cannot be ex¬ 
pressed in terms of minimum consumption 
standards. It goes almost without saying that, 
if we are to meet minimum consumer needs, 
our productive facilities, like factories and 
farm machinery, must be of the right kind and 
amount to produce the required goods and 
services. But the "need" for productive facili¬ 
ties is much more flexible than the need for 
the consumer goods and services that they 
produce. Our minimum needs for food and 
clothing must be met currently, hut we can 
usually make almost any freight car or ma¬ 
chine tool "do" for a year or two longer with¬ 
out frustrating the fulfillment of consumer 
needs. 

To be sure, the concept of need is just as 
applicable to such kinds of capital goods as 
residential construction as it is to consumption 
g<xxls and services. Likewise, buildings and 
equipment must l>c adequate to meet stand¬ 
ards of educational or hospital service, and 
here it is easier to measure the gap between 
what exists and what is required. The concept 
of need also obviously applies to some kinds of 
developmental works, such as sewage disposal 
and water-supply systems. For such public 
works as highways, however, a somewhat 
broader —and less precise — criterion ol need 
is required: development of the facility to the 
point where it can make its maximum con¬ 
tribution to the safety, economy and conven¬ 
ience of travel and transportation.' 


15. Definition* of. .mil «Miin.no of oull.iy* ro|»md lo 
mol. moli for specific «'|h* of opiul *-hI» .ue pre- 
M-mc.l in the following chapters: 1 * consumer .onM.iK- 
lion: residential. Chapter H; hmjHMl. Chapter 11. rccrca- 
lionil. Cl...|>ur 12; educational. Chapter ij; religious. 
Cluptcr 14. For productive facilities. Chapter 17. 

%va>*. Chapter 10; c0n%c1v.ition and development, and lew- 
av-c di*|M*al and water supply. Chapter 19: urban rcdi- 
vclopmcnt. Chapter The iyS«* .-»'»• ■ ' 9 ‘-« estimate* m 
ihc*c chapter* are in tyP' |»tke*; in «hc present chapter, 
in 1944 price*. 
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Productive Facilities 

Because factories, commercial buildings and 
farm machinery cannot supply human re¬ 
quirements directly, the need for such produc¬ 
tive facilities can be measured only in terms of 
our needs for the goods and services they pro¬ 
duce. It has been assumed, more specifically, 
that the total needs for productive facilities in 
1950 and i960 will exceed the probable ex¬ 
penditures, or estimated demand, for such fa¬ 
cilities to the same extent as the total needs for 
other goods and services exceed the estimated 
demand for them. Estimated in this way, out¬ 
lays of $20.4 billion would be required to meet 
needs for productive facilities in 1950, com¬ 
pared with an estimated demand of $18 bil¬ 
lion. In i960, needs arc estimated at $23 bil¬ 
lion and demand at $21.3 billion. 

The "needed outlays" for each of the com¬ 
ponent items, with five exceptions, were then 
estimated on the basis of the ratio of the de¬ 
mand for each component to the estimated 
total demand for productive facilities in 1950 
and i960. However, for five of the items — 
rural electrification, railroads, waterways and 
harbors, airways and airports, and pipelines — 
separate estimates of need were available and 
were used. Using these specific estimates of 
need, which (except for airways and airports) 
exceeded the estimate that would have re¬ 
sulted from the method of apportionment, nec¬ 
essarily had the cllect of reducing the amount 
to he distributed among the remaining com¬ 
ponents of the productive facilities group. 

Consumer Construction 

A program to bring our housing up to a 
satisfactory standard during 1946-1960 would 
cost almost $6.4 billion in 1950 and $7.2 billion 
in i960 for new residential construction. Such 
a program would replace with adequate shelter 
all existing substandard housing that could 
not be rehabilitated and all houses demolished 
by nat ural disasters; it would also provide a 
satisfactory dwelling unit for each additional 
family and enable families now “doubled up" 
to separate. For an additional $900 million an¬ 


nual expenditure we could replace slums and 
blighted areas by attractive, quiet and health¬ 
ful urban neighborhoods with adequate com¬ 
munal facilities — and, if we wished, provide 
a measure of urban decentralization as well. 

Needed capital oudays for education are 
estimated at $950 million annually during the 
1946-1960 period. This would provide for 
larger enrollments in all schools and institu¬ 
tions of higher education; replace all sub¬ 
standard elementary and secondary school 
buildings, and all school buildings as they be¬ 
come obsolete; and provide adequate public 
library and museum buildings by i960. 

Our needs for hospital buildings can be met 
by i960 with an average annual expenditure of 
$525 million. This would provide for all neces¬ 
sary improvement, replacement and enlarge¬ 
ment of hospitals (including veterans’ hos¬ 
pitals) and health centers, and would include 
enough additional structures to accommodate 
half a million additional beds, as well as pro¬ 
vide a minimum of 14,000 health centers. 
These and all other estimates of capital needs 
in 1950 and i960 arc presented in Table 135, 
compared with estimates of demand, or what 
will probably be spent under conditions of 
prosperity in those years. 

Developmental Worlds 

Separate estimates of need are available for 
the individual components of developmental 
works. Highway needs — to provide greater 
mobility, with safety, speed and economy — 
arc estimated at $2.7 billion in both 1950 and 
i960. City streets must undergo major oper¬ 
ations to eliminate traffic congestions and de¬ 
lays and to end the parking problem. P'or the 
fullest development of agriculture and natural 
resources, for efficient marketing of produce 
and for the general improvement of rural 
areas, wc need to increase the mileage of rural 
highways capable of year-round service. To 
keep pace with the needs of modern traffic, wc 
need highways designed to limit access to a 
relatively small number of points and to pro¬ 
vide other superhighway features. This will 
permit an uninterrupted flow of traffic and 
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prevent commercial and residential develop¬ 
ment o£ the land adjacent to the highway with 
the resulting hazards and congestion. The ex¬ 
penditure of $2.7 billion annually during 1946- 
1960 would provide a 34,000-mile interregional 
highway system, the rebuilding of almost 
160,000 miles of principal state highways, the 
improvement of more than 850,000 miles of 
other rural roads to make them suitable for 
year-round traffic, and the improvement and 
modernization of 125,000 miles of city and 
town streets — all in addition to normal re¬ 
placement of roads and streets as they become 
worn out. 

The estimated yearly need for conservation 
and development is Si-7 billion. This amount 
would finance an adequate soil conservation 
program; increase the grazing capacity of our 
range lands; increase our agricultural produc¬ 
tivity by irrigating, draining and clearing to 
the extent that is economically feasible; im¬ 
prove our watersheds and provide adequate 
protection of our forests from fire, insects and 
disease; help regenerate our forests and protect 
farmland against drying winds and shifting 
soil by means of adequate planting and ferest 
management programs; provide satisfactory 
forest roads and trails; provide sufficient state 
and federal parks and shore frontage for the 
rural recreational needs of the population; 
immensely improve our waterways for naviga¬ 
tion; very greatly reduce the danger of floods; 
and develop all our feasible water-power re¬ 
sources. For an additional $575 million annual 
outlay, we could provide adequate water-sup¬ 
ply and sewage disposal systems, and obtain a 
reasonable abatement of stream pollution. 

Summary 

For capital goods as a whole, aggregate needs 
arc estimated at S34.5 billion in 1950, compared 
with an estimated demand of $277 billion, 
and at $37.9 billion in i960, compared with 
demand of $33 billion. Thus the normal o|kt- 
ation of the economy at high levels of activity 
would supply 80 per cent of all capital needs in 
1950 and 87 per cent in i960. For productive 
facilities, the 1950 demand of $18 billion will 


account for 88 per cent of the $20.4 billion esti¬ 
mated need, and the i960 demand of $21.3 
billion will fall short of the $23 billion need 
by only 7 per cent. In each case the difference 
between needs and demand is about the same 
as the deficiency for the aggregate of all non¬ 
capital goods and services — which follows 
from the way in which needs for productive 
facilities were estimated. 

As consumer construction is also closely re¬ 
lated to consumption needs, it is not surprising 
that normal demand at high levels of activity 
will account for about the same proportions of 
needs. Effective demand should account for 
$7 a billion of the $8.2 billion consumer con¬ 
struction found needed in 1950, and for $8.3 
billion out of $9 billion in i960. 

However, less than half of the estimated 
needs for developmental works will be met by 
demand in 1950 — $2.5 billion out of $5.9 bil¬ 
lion. In i960 about 60 per cent of needs will 
be supplied — $3.4 billion out of $5.9 billion. 
The larger gap between needs and demands 
for developmental works may reflect the fact 
that these needs arc more remote and less neces¬ 
sitous, and perhaps more generously estimated, 
than needs for other types of capital goods. 

d. PUBLIC AND PRIVATE NEEDS AND DEMANDS 

Government is solely or predominantly re¬ 
sponsible for providing many kinds of capi¬ 
tal goods —for example, highways, public 
buildings, water-supply and sewage disposal 
systems, airways and waterways, and conser¬ 
vation and developmental works. Other fields 
of capital expenditure, such as schools, hos¬ 
pitals and recreational facilities, involve both 
public and private investment. '1 he great hulk 
of capital goods, however, including nearly all 
productive facilities and residential construc¬ 
tion, have been (except in wartime) financed 
primarily by private outlays. 

In prosperous 1929. government accounted 
for only one seventh of total expenditures for 
capital goods, and in 1940 for less than one- 
fifth. Iiy 1941, when the defense program was 
well under way, government outlays for civil- 
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Table 136 

Estimated Needs and Demand for Public and Private Civilian Capital Goods in 1950 and i960 

Compared With Expenditures in 1929 and 1940 

(In Millions) 

Expenditures Demand Needs 


Total Capital Goods 
Private 

Productive facilities* 

Equipment 
Construction 
Residential 
Religious 
Educational 
Recreational 
1 lospital 

Urban redevelopment 1 ’ 

Public 

Productive facilities* 

Equipment 

Construction 

Airways and airports 
Waterways and harbors 
Other public service enterprises 
Public buildings 
Residential 
Educational 
Recreational 
1 lospital 

Urban redevelopment 6 
1 lighways 

Conservation ami development 
Sewage and pollution disposal 
Water supply 


15,622 

**.399 

7 > 3 6 ' 

4.038 

3.709 

*39 
1 *3 
164 
98 

2.592 

475 

200 

275 


Demand 

0 i960 1951 


{At 1944 Priees ) 


$13,806 

$27,700 

$33,ooo 

S 34.450 

11,196 

22,080 

25 . 93 ° 

24.935 

8,521 

16,360 

* 9.325 

18,210 

7* ol 7 

10,900 

*2,875 

12,130 

*» 5°4 

5 » 46 o 

6,450 

6,080 

2,482 

5,360 

6,185 

5,860 

55 

75 

80 

75 

46 

75 

95 

130 

62 

160 

*85 

160 

30 

50 

60 

5 ° 


— 

— 

450 

2,610 

5,620 

7,070 

9 . 5*5 

788 

1,640 

2,000 

2,180 

401 

770 

1.055 

*,185 

387 

870 

945 

995 

— 

320 

320 

320 

— 

130 

130 

200 

— 

100 

100 

no 

— 

320 

390 

365 

205 

490 

490 

490 

130 

725 

855 

820 

*7 

65 

65 

* *5 

55 

200 

240 

475 

— 

— 

— 

450 

896 

1.250 

1,720 

2.710 

325 

800 

*,*50 

*,700 

67 

200 

250 

275 

127 

250 

300 

300 


S 37 . 9 2 5 

28,350 

20,780 

13,840 

6,940 

6,665 

80 

130 

185 

60 

450 


Sources: 1929 and 1040 —Table i 3 . Appendix 20 ami 
Surrey of Current business. Nov. 1945. table on p. 24. 
Construction figures— Surrey of Current business 
table. Public equipment — Table 18. figures in vnircc 
note, plus figures in footnote b. minus "public industrial 
anil commercial building" from Surrey table. Private 
cquipim nt — total equipment from Appendix 20 minus 
public equipment. 

1950 and tofio — Productive facilities based on 
Chapter 17 (except airways, airports, waterways and 
harbors. which arc from Chapter to. an.l public build¬ 
ings. which are from Chapter 20): residential construc¬ 
tion. Chapter S: religious. Chapter 14: educational. 
Chapter i}; recreational. Chapter 12: hospital. Chapter 
1 1 an«l present sbaptcr: urban redevelopment. Chapter 
18; highways. Chapter to; conservation and develop¬ 
ment. water supply, sewage and pollution disposal 
needs. Chapter 10: demand from pres, nt chapter. Esti¬ 
mates in other chapters are expressed in 19JO prices; in 
the present chapter, in 1944 prices, 
a. The division of productive facilities into public and 


prisate for 1050 and 1960 was made in the following 
manner: "Public equipment" was based on 19^9 a ™ 1 > 94 <> 
ratios to other public capital goods (see Table iS and ac¬ 
companying footnotes) and rounded to nearest hundred 
million (in original calculation made in 1940 prices) be¬ 
came of relatively high margin of error in 1929 and 1940 
data. "Other public service enterprises" is the dirtcrcncc 
between "public service enterprise construction" as shown 
in Table 142 and the sum of "airways anil airports" and 
"waterways and harbors." "Public buildings" is included 
in the "ali other" category in Table 14a. and estimated in 
the same manner as the other productive facilities. The 
sum of public productive construction and equipment was 
subtracted from total productive facilities to arrive at pri¬ 
vate productive facilities. This was then roughly divided 
into equipment and construction in the proportion of two 
thirds to one third, as indicated by past experience. 

b. "Urban redevelopment" expenditures for 1950 and 
19*0 were roughly divided half and half between public 
and private, on the basis of an examination of the com¬ 
ponents tietailed in Chapter 18. 
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ian-type capital goods rose to nearly one third 
of the total — $6.2 billion out of $20.3 billion. 16 
By 1950, however, according to the assumptions 
and estimates of this survey, public capital out¬ 
lays of $5.6 billion will again as in 1940 consti¬ 
tute about a fifth of the total compared with 
private outlays of $22.1 billion. In i960, public 
outlays of $7.1 billion and private expenditures 
of $25.9 billion will bring about a small rise 
in the government share of the total. (See 

Table 136.) . 

However, a program to fulfill estimated 
needs for capital goods — as distinct from dc- 

. 6 . See Chapter 4. Table 18. The above figure* are ex¬ 
pressed in current prices for each year. 


mand —would involve a substantially larger 
government share. In 1950, with total needs 
estimated at $ 3 4 5 billion, public outlays would 
amount to $9-5 billion, or 28 per cent of the 
total; in i960 the government share would be 
25 per cent of the $37.9 billion total. 

The principal fields of future, as of past, 
public capital expenditure will be productive 
facilities, highways, conservation and develop¬ 
ment and education, while the largest “de¬ 
ficiencies" between estimated needs and de¬ 
mands will be in urban redevelopment, high¬ 
ways and conservation works. Housing and 
productive facilities will account for all but a 
small share of private capital outlays. 
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PRODUCTIVE FACILITIES 


Productive facilities are the stuctures, plant, 
machinery and equipment used to produce 
goods and services. This basic nucleus of capi¬ 
tal goods comprises mining and manufactur¬ 
ing facilities; construction machinery; plant 
and equipment for providing transportation, 
communication, electricity and gas services; 
and commercial and nonresidential agricul¬ 
tural structures and equipment. The term, as 
used here, excludes developmental worlds, 
such as highways and sewage disposal sys¬ 
tems, and consumer construction, such as 
houses and schools. Productive facilities con¬ 
sist in the main of privately owned "interme- 
diatc , ‘ facilities. They account for about two 
thirds of the annual expenditures for all capi¬ 
tal goods. 

i. Factors Affecting Capital Expenditures 

Demand for productive facilities and most 
other kinds of capital goods is unlike that for 
consumption goods, which results from the 
pressure of continuing human wants sup¬ 
ported by adequate purchasing power. De¬ 
mand for consumption goods is thus more 
closely related to size of population, patterns of 
consumption and levels of income. Outlays for 
productive facilities, however, can l>c post¬ 
poned for a considerable time in a way that 
consumer expenditures for fixxl. medical care 
and other necessities cannot. Moreover, out¬ 
lays for productive facilities arc usually made 
only after careful deliberation, and involve a 


By A. Beniamin H vndur. Assistant Research 
Director of this survey. A. Lowell Ciivwnlr. 
formerly on the staff of the Bureau of Foreign and 
Domestic Commerce, VS. Department of Com¬ 
merce. served as consultant in the preparation oi 
this chapter, but is not responsible tor the opin¬ 
ions expressed therein. 


formality of decision not usually present in 
day-to-day expenditures. 

All of which accounts for the fact that the 
demand for productive facilities varies greatly 
from year to year, and bears a much more in¬ 
direct relationship than consumption oudays 
to size of population, income and standard of 
living. Demand for facilities arises not so much 
as reflection of steady sustained consumption 
as from changes in consumer tastes, introduc¬ 
tion of new products and changing technology. 
The incidence of demand for these goods de¬ 
pends on profits, depreciation practices, interest 
rates and, perhaps most important of all, on 
prospects for future profits. In the long run, of 
course, capital expenditures arc unquestion¬ 
ably related to population growth and income 
changes, but in the more immediate view the 
importance of these special factors just men¬ 
tioned tends to obscure long-term relation¬ 
ships. This holds true of individual enterprises, 
of entire industries and of productive enter¬ 
prise as a whole. 

Outlavs for productive facilities followed 
closely the cyclical movement of gross national 
product during 1920-1940, but fluctuated 
much more sharply. This held true during 
such minor movements as the 1920-1921 and 
the 1957-1938 business recessions as well as 
during the long upswing from 1921 to 1929, 
the precipitous decline to 1935 and the recov¬ 
ery to 1937. (See Figure 19.) Expressed some¬ 
what differently, output of productive facili¬ 
ties, as well as of most other capital goods, con¬ 
stitutes a larger share of gross national product 
in boom than in depression. In 1929, for exam¬ 
ple. the proportion was more than double that 
in 19;; — 11.9 per cent compared with 5.6 per 
cent. The relationship between the two varies 
similarly for other years of the 1920-1940 
period, as is made clear in the following tabu- 
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Scree: Append** <■ Table A. *n.l Append.* *o. 

lation of the percentage relationship of pro¬ 
ductive facilities to gross product: 


1920 

1921 

X922 

1923 

1924 

1925 

1926 

1927 

1928 
^29 


10.9 

8.6 

9.0 

10.4 

9-7 

10.5 
xo.9 

10.6 
xo.6 

11.9 


1930 

* 93 * 

* 93 2 

1933 

*934 

*935 

*936 

*937 

1938 

*939 

*940 


xo.8 

8.6 

6.4 

56 

6.3 

7 - 3 

8 - 4 

9.8 

7-9 

8.4 

9.6 


Over the long term there is also * 
correspondence between the exp. 
gross national product and outlays for p otoc 
five facilities. Although the data not ava ‘1 
able for total productive facilities, it is P°»' b 
to compare outlays for productive 
normally fio .0 7 o per cent of the total, wuh 

gross product during the . 879 - 193 “ F'“'; 
After cyclical swings arc smoothed out t>y 


using .o-year moving averages, the steep up¬ 
ward trend until the .9** in both gross 
product and productive equipment is apparent, 
as shown in Figure ao. Indicative of the cru¬ 
cial and growing importance of productive 
equipment in an industrial economy is the 
fact that a sixfold expansion of gross national 
product between .89} and 192? was accompa¬ 
nied by an eightfold increase in expenditures 
for productive equipment. 

Technological Changes 

Although outlays for productive facilities 
are predominantly related .0 trends and 
variations in the economy as a whole, the mag¬ 
nitude and timing of expenditures m pari.cm 
lar industries arc significantly influenced also 
by changes in technology and tastes. Change 
in the industrial arts or consumer habits may 
cause rapid obsolescence or expansion of pro- 
■l.irtivc facilities in one industry without af- 
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Ficuke 20. Outlays for Productive Equipment Compared With Gross National 
Product, Ten-Year Moving Averages, i 879 -* 93 8 

Sourer: Simon Ku/.ncis. "U*ct o( National Income in Peace and War." Occasional Pa,>cr No. 6 . National Bureau of Eco¬ 
nomic Research, New York. March I 94 *> Table* i and 4. 

feeling Olliers. This fact may be illustrated by 
a number of examples. 

'Flic loial consumption of wheat flour in the 
United States has changed very little, although 
the quantity consumed per capita has de¬ 
creased over the years. 'Flic Hour mills in 
operation at the end of World War I were 
adequate; with good care and maintenance 
they would probably have lasted for decades. 

Nevertheless, substantial capital expenditures 
were made for construction of improved mills 
in 1019 and 1920. These outlays were possible 
because of the large profits of the industry dur¬ 
ing the war, but they were actually made pri¬ 
marily because of important technical develop¬ 
ments in the mechanization of flour milling. 

In other food-processing industries, very 
large expenditures were made during the 
1920's to provide facilities for the production of 
new types of prepared and packaged foods. 


Before World War I, most foods were retailed 
in bulk. Prepared salad dressings, precooked 
foods and prepared baking mixes, quite com¬ 
mon twenty years later, were little known in 
1915. All of these new products required elabo¬ 
rate processing equipment and, in many in¬ 
stances, new factories. The frozen-food in¬ 
dustry in the years ahead promises to require 
even greater outlays, while the widespread 
use of deep-freezing units in the home will 
obviously increase demand for the productive 
facilities needed to produce such home equip¬ 
ment. Expansion of community locker plants 
and retail frozen-food stores will have a similar 
effect. 

Capital expansion for the production of new 
and improved products is clearly evident in 
many other industries: continuous mills to roll 
steel sheets; tools and dies for new models of 
automobiles; mills to weave synthetic fibers 
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c *Thrv arc more often conditioned by 

such as rayon and nylon; plants to manufac- P pcc(ati o n D f f utu rc profits from the intro- 
ture airplanes and airplane motors; an man, ^^P q( new p roccsscs or new models, or by 

° The important relation of ‘“^ogical tech- 

change to capital expansion is clearly demon- ^ chanRC appears to be an especially 

strated in petroleum refining.In 1920 gaso in1 , *« tam , n|1 f cncc in the determination of 
kerosene and heavier fuels and lubricating o P expenditures. 1 In mining, agriculture 

were obtained by selective distitaa^udc ^^Je" tractive industries, profitability 
petroleum. Today, petroleum scr sccms lQ by a larger part. 

a raw material to produce many new pod Favorable interest rates tend to facilitate 

— either not existing as such in crude pctro . nsion . Economists once placed 

urn, or contained in much smaller V^Jt“* ^ emp hasis on the rate of interest, but in 
than those ultimately derived. The c • ™ f , ' rs lhc y have attached less importance 
process of hydrogenation, for cxample is nos - n > £ casc lhe influence of in- 

used to obtain a yield of nun■ lcrcst r a, c s on capital expansion varies widely 

of gasoline from each ' w ith the type of industry, 

many other products left over. The average 

yield of gasoline from the distillation process A , ow ralc of i ntcrc st can be a material stimulus 
used 25 years ago was approximately one |Q invC stmcnt in some important areas where 
fourth of this amount. The petroleum industry. ma£ena„e 

in fact, has become a complex chemical in- moA ^ |ncu[[C(J on account o( an investment 

dustry. Because of these and similar technic: ^ capila | # This is pre-eminently true of hydro- 

developments, heavy capital expenditures must 5nstallalion# an d is broady true o hou 

be made by concerns in the industry .0 keep jng Bu , in „,c ^neralMdof indus,ry anduade. 

their productive facilities up to date. Obsoles- low '" e °o,em credit (nr. In 

*. i._.i __ M installations many economic theorists Ri .,„i nr 


UIV.il W* UVIUVX • X -- I 

cence is rapid and many elaborate installations 
in this industry have a useful life of little more 
than five to ten years. 

Other Factors 


low interest raves hi iiw -v—.. r - 
many economic theorists Rive themedit for. In 
rerest alone is a minor part of the total co t or 
sacrifice involved in a capital outlay. c *l KC,al '? ' 
a dynamic industry, where equipment ge o ho¬ 
le,dong before it is worn out and the * 
for obsolescence alone dwarfs the element of ,n- 

tcrest* 


Reserves for obsolescence and depreciation 

. . 1 I ' .. ... I.rinc 


Large net earnings, as well as the availability 

of funds for investment, also facilitate capital Kcscrv « a«. .- . • 

expansion and frequently influence the timing ^ aUy scl aside by busincss hrm ac* 

of such expansion. They are seldom the con- cor(Jing lo a rigid, predetermined at cr.u 

trolling factors in particular industries, how- ^ ntlilurcs may thus he hm Y 

®- - • • -m «lw rein- . 1 inc. whereas 


KUIIIIlg IdUUia III - 

ever. Many profitable enterprises make reia- 
tively small capital expenditures even in gooo 
times; but many make substantial ones when 
profits are low. This does not mean that capi¬ 
tal expenditures are unrelated —or arc in¬ 
versely related —to profit. Expenditures for 
new machines, such as a continuous sheet 
mill, arc often made as a matter of competitive 
necessity only after more venturesome com¬ 
petitors have proved such investments to be 
profitable. . f .. 

New capital expenditures do not rise and lai 
in direct proportion to previously realized 


the reserve position of the ente.pi.se. whereas 
actual obsolescence and the need for new fa¬ 
cilities depend on the tempo of technological 
change, which often cannot be predicted. 

Despite rapid technological changes and 
satisfactory profits and reserves, however, ex¬ 
penditures by business firms for productive fa¬ 
cilities may still remain low ,f confidence in 

, /"SSIta«"- 1 
,,m c, ;T"u'L' c" k... . .««* . . 

run,l. New Y.A .,. 5 - PP- 

1 10-1 I. 
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the future is lacking. Whether justified by sub¬ 
sequent developments or not, business opti¬ 
mism or pessimism is the most powerful and 
pervasive influence on the volume and timing 
of business investment. 

2. Two Decades of Experience: 1920-1939 

Between the end of World War I and the be¬ 
ginning of World War II, annual oudays for 
productive capital facilities averaged $7.5 bil¬ 
lion, or 9.4 per cent of the gross national prod¬ 
uct— almost two thirds of total outlays for 
capital goods. The largest productive facilities 
expenditures were for transportation — rail¬ 
roads, transit, pipelines, aircraft, ships and 
boats, and business motor vehicles combined 
— and for manufacturing. Transportation and 
manufacturing accounted for almost $1.8 bil¬ 
lion each, or together for almost half of the 
total. Outlays for commercial buildings and 
equipment averaged $1.2 billion annually, and 
for utilities more than S600 million. 

In the first half of the 1920'$, outlays for pro¬ 
ductive facilities averaged $7.6 billion per year, 
and in the prosperous second half they in¬ 
creased to $10.1 billion. With the post-1929 col¬ 
lapse they decreased to an annual average of 
$5.* billion in 1930-1934, and with recovery in¬ 
creased to $6.9 billion in the second half of the 
1930*$. From the peak in 1929 to the low in 
1933, they declined from nearly $12 billion to 
$3 billion. (Sec Table 137.) 

Different industries varied in the timing and 
severity of their swings, as shown by experi¬ 
ence during 1920-1939, which excludes the ab¬ 
normal effects of the war. (Sec Appendixes 
20 and 21.) 

Manufacturing Industries 

Outlays for productive facilities by manu¬ 
facturing industries attained a peak of more 
than S3 billion in 1920, not thereafter sur¬ 
passed until 1941. Outlays by the automobile 
industry were very large in 1920 — nearly up 
to the peak of S1S6 million in 1929 — because 
of the switch from war to peacetime produc¬ 
tion anti the introduction of wartime technical 


innovations. Capital expenditures for the fabri¬ 
cation of textiles and related products averaged 
$227 million in the early 1920’s, principally be¬ 
cause of the rapid expansion of the cotton in¬ 
dustry into the southeastern states. Subse¬ 
quently, capital expenditures by the textile 
industry declined markedly. Capital expendi¬ 
tures in the lumber and lumber products in¬ 
dustries also reached a peak of $159 million in 
1920 and thereafter declined sharply. The pa¬ 
per and pulp industry showed no clear trend 
during the two decades, although capital ex¬ 
penditures by it varied extremely. A peak of 
$183 million was established in 1937 — mainly 
because of the construction of mills in several 
southern states as a result of new methods of 
manufacturing kraft paper and newsprint 


from southern yellow pine. 

In the food industries, capital outlays estab¬ 
lished a peak of $423 million in 1928, reflect¬ 
ing, among other influences, the especially 
rapid growth of processing: packaging, can¬ 
ning, and quick freezing. Sharp peaks were es¬ 
tablished in expenditures to expand the blast 
furnace, steelworks and rolling mill industry 
during World War I (nearly $350 million was 
expended for this purpose in 1917). Expendi¬ 
tures declined precipitately immediately after 
the war, but they reached $300 million in 1930 
and $316 million in 1937. The 1941 level was 
more than three times higher. 

Expansion of facilities for manufacturing 
airplanes and airplane motors and parts was 
long relatively negligible. At the end of 1939, 
the total value of fixed capital investment in the 
airplane-manufacturing industry was only ap¬ 
proximately $70 million. In the two succeeding 
years, expenditures for additions exceeded this 
amount by nearly 1,000 per cent. 


Transportation and Utilities 


The largest expenditures for railroad roll¬ 
ing stock and improvements to right of way 
were <*,6 2 million in 1923, and were well main¬ 
tained near this level through 1930. Transit ex¬ 
penditures decreased, the biggest year being 
1023 with S144 million. Aircraft production, as 
might be expected, showed a strong upward 
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Table 137 

Expenditures for Productive Facilities, « 9 2 *-*939 

(In Millions) _ 


1920-19*4 ‘ 9 *S~' 9*9 

Annual Annual 
Average Average 


1930 ->934 1 935-‘939 
Annual Annual 

Average Average 


Total Productive Facilities 7 

Manufacturing 

Food 

Textiles and apparel 

Lumber 

Pulp and paper 

Printing and publishing 

Stone, clay and glass 

Rubber 

Leather 

Iron and steel and products 
Automobiles and equipment 
Petroleum and coal products 

Commercial , .... 

Commercial and misc. building 
Office machinery and equipment 

Transportation 
Railroads 
Transit 
Pipeline 
Aircraft 
Ships and boats 
Business motor vehicles 

Communication 

Telephone 

Telegraph 

Utilities 

Electric light and power 
Gas 

Agriculture 

Nonrcsidcntial construction 
Farm machinery and equipment 
Construction machinery and equipment 
Mining machinery and equipment 
Public service enterprise construction 
All other __ 

Source ; Appendix 20. 

a. Average 1920-19*9 «* $ 8 3 million. 


$ 7 . 57 <> 

1,996 


$IO,112 

2,362 

357 

212 

no 


1,*96 
807 
389 

1.797 

688 

116 


Mi 6 

823 

199 

177 

22 

693 

53 * 

161 

536 

406 

97 

68 

49 

938 


$ 5 » 2 7 2 

i ,074 

194 

9 2 

27 

5 2 

46 

61 

16 

11 

no 

78 

68 


1 . 94 ° 

x »348 

59 2 

2.303 

776 

102 

64 

2 

1,248 

3*6 

285 

3* 

999 

7 2 9 

270 

677 

129 

548 

141 

89 

146 

i,i 39 


777 

45 2 

3 2 5 

1,277 

348 

59 

33 

3 8 

69 

73 * 

226 

206 


$6,889 

1,610 

244 

i *7 

49 

101 

64 

80 

26 

14 

192 

146 

no 

3*6 

393 

1,822 

3 l 6 

67 

36 

84 

153 

1,165 


1920-1939 


$11,874 $3,050 

3,090 59 ° 

423 I3 i 

300 5 6 

*59 l 5 

183 28 

130 27 

283 28 

105 n 

23 

316 4 * 

186 4 1 

i 44 5 

2,061 36 

1,416 *5 

668 20 

2,927 73 

962 11 

144 3 

97 r 

146 

355 e 

1 , 7*4 ^ 

433 x 

388 1 

47 

1 1,082 1 

1 835 * 

2 322 

0 785 

4 *93 

6 678 

9 *57 

15 114 

,2 209 

'>0 1 - 45 ° 


|>. Average lor I 921 - 19 2 -*- 
c. Excludes I 9 *°- 


trend, with an average outlay of S «4 I " llllon I. 1 »« were 8 even larger in 

the second half of then's-ar aboveJJ ^ ^ ^ o( |he and of the 193 °*- 

previous five-year period. Purchases 
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about $..2 billion yearly in both periods. Capi- 1925-19^9- They dropped sharply during the 
tal outlays varied less in the telephone Indus- depression and throughout the remainder ot 
try than in many others. They grew steadily to the interwar period were well below the 1925- 
a peak of more than $385 million in 1929 and 1929 average. 

1930, decreased to $108 million in 1933, and 

then increased to a level of $250 million in the Summary of Industry Differences 
last three years of the 1930*$. Electric light and j n vitally 2 \\ industries, oudays for produc- 
power expenditures reached high points be- t j vc facilities after World War I were at the 
yond $800 million in 1924 and in 1930, and ex- j owcst p 0 j m j n or 1933. Exceptions were 
penditures were well maintained in the inter- t b c aircraft industry and public service enter- 
vening years. They declined sharply to $113 p r i scs> i n which capital outlays were less in the 
million in 1933 and, despite substantial recov- car jy I920 * s t h an j n t h c ^ugh of the depres- 
ery, thereafter failed to approach the level of sion> an( j ^ lc i C g ra ph industry, where capi- 
thc latter 1920*5. la | outlays in the late 1930’$ were below depres¬ 

sion levels. There were many variations, how- 
Extractu/e and Other Industries CV er, in ^ y Cars j n w hi c h capital outlays es- 

Outlays for mining machinery and equip- tablishcd their peaks. In only seven industries 
ment were known to be large in World War I, _ food, pipeline facilities, business motor vehi- 
though statistics for the period arc not avail- dcs, automobiles and equipment, telephone, 
able. Immediately after the war, outlays were an( j both office and construction machinery 
negligible, except in the drilling of oil wells. an( j equipment — were peak annual outlays 
They were small in most later years. Peace- ma dc in 1929 — by far the most important 
time peaks of more than $100 million and y ear f or productive facilities as a whole. Tcx- 
$114 million were established in 1929 and |jl cs and apparel, lumber, rubber, leather and 
again in 1937. When war again approached, nonresidential farm construction madc their 
large capital expenditures were again madc for j ar g CSl capital expenditures in 1920, and pulp 
mining facilities. and paper, iron and steel products, petroleum 

Expenditures for construction machinery an d coa j products, farm and mining machin- 
and equipment were great during the con- cry anc j C q U ip mC nt in 1937. Peak outlays in 
struction boom of the 1920*5. They decreased most ol b cr industries were scattered over vari- 
sharply from the 1929 peak of Si 57 million, QUS y CafS f rom l()2l lo ,931. I n aircraft the 

but had risen again by 1937. They attained a peak was established in 1939. It is 

peacetime high in 1941 during the defense nQl sur prising that no peaks occurred in the 
construction program. depression years 1932-1936. (Sec Appendix 

Improvements on farms at a cost of $207 2Q ^ 
million and $193 million during the two years 

immediately following World War 1 were ex- Wartime Chances 

tensive. They lagged in the next few years, but J 

were comparatively large in 1925-1929. and Expenditures for industrial and commercial 
again in 1941. Outlays for farm machinery to- facilities during the defense and war period 

i a led a record S6S4 million in 1919- They aver- greatly overshadowed those of any previous pe- 

aged S54S million during the second half of the riod of equal length. Much of the new plant 
1920s. They topped this figure beginning in and equipment was highly specialized, how- 
1937 and established a peacetime peak of $919 ever, or usable only in wartime. Some was 
million in 1941. badly located with reference to a peacetime 

In urban areas, the expansion of commercial economy. Some was hurriedly made, of infe- 
facilitics. stores, banks, office buildings, etc., rior design and quality. Nevertheless, the in- 
was active ant! averaged Si.3 billion a year in novation and advancing technology of the war 

396 




PRODUCTIVE FACILITIES 

period will have profound effects on our peace- facilities in these industry averaged bi- 
_ r>r-r^Iiirrivr* nlant. 


time prcxluctive plant. 

Expenditures for Productive Facilities 

The new wartime capital plant and equip- 
ment consisted o£ four main types of facilities: 

(,) Those of a highly specialized military 
' ' . _is<ic/-cnrv n I most 


facilities in - o 

lion a year, compared with St-5 bdhon m .929. 
when costs and prices were comparable. In 
rerms of the prewar price level, the averag 
wartime expenditure would be the equivalent 
of Si .8 billion —twice the 1939 lolal of 59 

""wartime capital outlays of the nonmanu- 

• 1 • . 1 - rtrAlin —— mil- 


(0 Those of a highly specialized military W«in«: 

character that were made necessary a most a«“ nn 8 utilities and mining — 

wholly by war, such as powder plants shell- roads and odwjPJ Thcy wc „ all lcss 

loading plants, tools and dies for the fa r.ca w an< j many w ere less than m .939 

tion of guns and ammunition armor plate than^ (Q comparablc prices. Most of 

mills and synthetic rubber plants. industries strained capacity to the utmost 

(a) Those that fabricated peacetime prod- he* dcm and. Thus, they 

ucts but which were required in time of war in lifc of their capital facilities un- 

grea, quantities - .0. 20 or 5° > ha '° £ reduced the quality of the service 

normal peacetime production - such as ship- 

yards and airplane-manufacturing facilities. P ^ industrics in the fourth group were for 
(3) Those that had a brisk peacetime - ^ most , rcqu ircd to get along as best they 

mand for their products and services but whic ^ new ca pi la l expenditures well be- 

werc inadequate or were straine to I " cc low peacetime levels. 

time requirements, such as blast furnaces 0 ‘, in certain manufacturing industries - 

steelworks and rolling mills, aluminum and ^ ^ ^ mclJ , pro d u cts. chemicals, and pe- 
other nonferrous reduction plants ".achm - ([o , cum and coa | products- were wartime 
tool shops, railroad facilities, and electric gen- ^ oud ays prodigal. Even in these indus- 

erating and distribution systems. tries outlays for some facilities were belos 

( 4 ) Those for which wartime requirements ^ ^_ for example specialized 

were almost the same as, or less than, in peace- and dic$ for manufacture of automobile 

time, such as most food-processing industries ^ olhcr consumer durables, 
textile mills; stone, clay and glass products ^ q{ ^ „ onW ar manufacturing ndus- 
plants; office buildings, stores and other com- ^ ^ espc cially the nonmanufac.ur ng 
mercial structures. fields, such as commercial structure , 

The classification of certain cases in this way a , the e „d of the war with vast needs • 
is debatable, but the essential general d.rtcr- (Sc c Table !#•) 
ences are important to an understanding <* 


ences arc 

future capital requirements and product, 

“ Asdic discussion of the crtccts of the war on 
industrial productive capacity ,n Chapter 2-> 
indicates, expenditures for faciht.es in the first 
two categories and in the manufacturing m- 
dustries of the third group were far beyond 
peacetime rales. These so-called war industries 
spent $22 billion for capital facilities, or an av- 
cragc of $ 4.4 billion a year. 

Even if those facilities unusable in |>cacc- 
time are eliminated, wartime outlays for new 


Technological Developments’ 

The addition of wartime facilities to our 
capital plant will probably he a ess important 
influence on our long-run capital requirement, 
than wartime technological mnova ions. As 
new methods, materials and products are 
turned to civilian purposes, capital expenc - 
vurcs will be required to employ them. 

,. Based - 

rt u«ly made for ^ u.S. Senate. 79th 

..No. a- 
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Table 138 


Wartime Expenditures for Productive Facilities Compared 
With 1929 and 1939 
{In Millions) 


Class 

Wartime 
{Annual Rate) 

1929 

1939 

War manufacturing 

* 4 . 4 ‘ 4 a 

S »»535 

% 870 

Machinery and metals 

I » 5 , 4 

t 

375 

Chemicals, petroleum and coal products 

x * 2 57 

b 

290 

Transportation equipment 

*.643 

b 

205 

Mining and utilities 

2,290 

3,268 

x »747 

Mining 

681 

785 

673 

Transportation® 

686 

1,049 

393 

0 

Communications 

299 

428 

258 

Gas and electricity 

624 

1,006 

4 2 3 

Nonwar manufacturing 

699 

1,285 

750 

Commercial structures 

206 

*.393 

330 


Sourcer. Chapter 25 and Appendix 20. 

a. Of this amount, about $2.2 billion (or Si.8 billion in 19J 9 price*) U estimated to be usable 
in peacetime. 

b. No data. 

c. Railroads, transit and pipeline only. 


Technological developments — if the term is de¬ 
fined to include only genuinely new advances in 
industrial science — arc of the greatest long-term 
importance. Basically new products or new types 
of production processes have a continuing effect 
on the economy. They encourage investment and 
the production of new capital equipment. They 
give rise to new enterprises and to entire new in¬ 
dustries. Technological advances thus provide an 
important basis for an expanding economy. 4 

New materials were created during the war 
because of critical shortages in old ones. Few 
of the wartime innovations were completely 
new; usually, they were the result of years, or 
even decades, of experimentation. What the 
war did was to accelerate progress. Many de¬ 
velopments in war materials and methods will 
have no peacetime use. Others will stimulate 
capital outlays and economic expansion only as 
thev arc adapted to the peacetime economy. 

The war-developed synthetic rubber indus¬ 
try opened an entirely new field lor invest- 

4 . Ibid., pp. 2-3. 


ment. Even if only one fourth of this indus¬ 
try’s facilities arc kept in operation, their im¬ 
provement and replacement will involve sub¬ 
stantial expenditures. For, as changes arc made 
to improve quality and reduce costs, and as 
continuous-process methods supplant the 
batch type of operation, equipment will be¬ 
come obsolete and will have to be replaced by 
new and improved facilities. Thus, a wholly 
new industry will develop its own cycle of re¬ 
placement, expansion and innovation. 

Plastics, expanding rapidly before the war, 
were given special impetus by wartime neces¬ 
sity, both for their own unique properties and 
as substitutes for scarce materials. Their trans¬ 
parency, dielectric properties and resistance to 
chemical action fit them for many peacetime 
uses. If their prices can be reduced sufficiently 
to permit greater competition with metals, in¬ 
creased demand should make plastics a fertile 
field for new investment. 

Wartime requirements led to large-scale use, 
application and improvement of plywood. 
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Bonded with phenolic resins, plywood has 
great durability and resistance to deterioration 
by water or rotting; it can be extremely strong; 
and it can be made flame-resistant. It should, 
therefore, be increasingly used in construction, 
transportation and the manufacture of furni¬ 
ture. Like plastics, plywood should provide 
new opportunities for investment. 

Synthetic fibers are also likely to become in¬ 
creasingly important. Nylon, in its infancy be¬ 
fore the war, was widely and variously em¬ 
ployed during the war to make products of 
such superior quality that the peacetime pro¬ 
ductive capacity of the industry should in¬ 
crease very rapidly. 

Wartime innovations and developments in 
metal-fabricating processes will find many fu¬ 
ture applications. Experience gained in weld¬ 
ing a variety of metals and alloys will cause 
this method of joining metals to supplant 
others. This in turn will lead to introduction 
of products specially designed to permit weld¬ 
ing. Newly developed riveting equipment — 
automatic guns and injectors, breaking bars 
and explosive rivets — will also be widely used. 

Another likely trend is the substitution of 
power metallurgy, centrifugal casting and 
other fabrication processes for machining 
work. On the other hand, our ability to finish 
machine parts with extreme precision has in¬ 
creased. If this knowledge proves profitable in 
obtaining smoother operation and greater re¬ 
liability of machinery, the amount of equip¬ 
ment necessary for production of better ma¬ 
chine parts will increase. 

In recent decades, industrial instruments 
furnished one of the most important fields lor 
technological development. Shortages of ex¬ 
perienced labor and the need for high-volume 
production and high standards of quality have 
led to increased use and development ol new 
electronic devices. Electronic eyes and ears 
have replaced human ones in testing welds 
castings and forgings. Improved X-ray equip¬ 
ment is now used for inspecting heavy stee 
plate. Subsurface flaws can be detected by the 
magnetizing of metals. Pneumatic gauging « y 
viccs for checking dimensions in metal prod¬ 


ucts have proved faster and more accurate 
than hand methods. These and other electronic 
devices for motor control, sorting, counting, 
measuring and production control arc likely to 
find a multitude of peacetime uses in which 
machines will be substituted for men. 

During the war, important advances were 
made in the dehydration and quick freezing 
of food. As quick freezing spreads it will re¬ 
quire expanded capacity in the refrigeration 
equipment industry. 

Commercial television will probably expand 
during the early postwar years, as radio did 
after World War I. The greatest wartime 
development in the field of communica- 
tions, however, was radar and other radiomc 
equipment. These will be used extensively in 
navigation and in aviation traflic control and 
accident prevention. The radio-telephone is al¬ 
ready beginning to be used on railroads and in 
automobiles. Radio-facsimile, too, may eventu¬ 
ally find many uses. 

Perhaps the greatest opportunities for capi¬ 
tal expansion will arise out of wartime devel¬ 
opments in transportation and communica¬ 
tion. The training of flyers and the increased 
safety of flying, coupled with a reduction in the 
costs of air transport and airplane production, 
may well do for the economy, on a more lim¬ 
ited scale, what the automobile did in the 
i 9 20*s. This may result in a huge aircraft- 
manufacturing industry. It may stimulate the 
machinery, aluminum, magnesium, aviation 
gasoline and rubber industries, as well as the 
construction of airports, airways and landing 
strips, hangars and repair shops. It may even 
help promote the decentralization of cities and 
industries, with all the capital expenditures 

that this would entail. 

These and other wartime developments pro¬ 
vide the technical foundation for capital ex- 
pans,on and a higher standard of living. War- 
time research and experience, as well as the 
existence of large capacity for production of 
relatively new materials, will stimulate capital 
expansion. The extent of such expansion, how¬ 
ever, will depend upon our ability to maintain 


high level of economic activity. 
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Regional Shifts of Industry 

Many changes occurred in the regional dis¬ 
tribution of industry during the war. Plants 
located in hitherto unindustrialized localities 
may provide the nucleus for more extensive in¬ 
dustrial development, with far-reaching effects 
on capital expansion. 

Industry, like population, has moved west 
and south from its first locale along the New 
England and Middle Adantic coasts. War¬ 
time industrial expansion followed in general 
the geographical pattern of prewar industrial 
capital expansion. There were, however, a 
number of major exceptions largely because 
of military reasons. Airplane-manufacturing 
plants, aluminum and magnesium reduction 
plants and powder and shell-loading plants 
were established in widely distributed areas, 
usually inland. Often such industries were new 
to these regions or else they had been rela¬ 
tively minor before the war. 4 

The West South Central states — Texas, 
Louisiana, Oklahoma and Arkansas —experi¬ 
enced more substantial industrial expansion 
during and just before the war than any 
other part of the country. In 1919, 1929 and 
1939 these four states accounted for around 
3 per cent of manufacturing capacity. New fa¬ 
cilities installed in 1939 were nearly twice that 
proportion, and during the war they exceeded 
9 per cent. 0 Several industries, particularly in 
Texas, were responsible for this expansion: pe¬ 
troleum refining, new paper mills, magne¬ 
sium-manufacturing and aircraft-manufactur¬ 
ing facilities. Although the expansion in¬ 
cluded a number of industries in its sweep, 
several of which will continue to grow, it is 
unlikely that the rapid tempo of wartime 

•i. For a discussion of flic factor* influencing the loca¬ 
tion of wartime industrial facilities see C'.lcnn E. Mc¬ 
Laughlin. "Wartime Expan>ion in Industrial Capacities." 
A merit an Economic Review. Supplement, March 1943, 
pp. 108-18. 

(>. Tabic 139 shows some of th. changes that occurred 
in the regional distribution of manufacturing industries 
between the two world wars and Appendix aj giscs de¬ 
tailed figures by states. Capital cxpcnduuics by manufac¬ 
turing industries are available by regions and 'Uts* only 
for 10 39 and tor the subsequent war period. Value added 
by manufacture furmsb* \ a rough measure <■! manufactur¬ 
ing capacity, and capital expenditure' measure the expan¬ 
sion ot capacity. 


growth will continue now that the war is over. 

The wartime rate of plant expansion in Mis¬ 
souri and Kansas was also notable. A large 
part of it was in explosives, shell loading and 
aircraft manufacturing, all of which fell off 
sharply after the war. But some permanent in¬ 
dustrial expansion in this region may occur in 
order to take advantage of available industrial 
labor and capital facilities, at least to the ex¬ 
tent that these facilities can be converted to 
peacetime uses. 

A somewhat similar situation exists in the 
East South Central states, especially Alabama, 
which experienced major expansion in basic 
industries, such as iron and steel, as well as in 
strictly war industries, such as shell loading. 

In the Mountain and Pacific regions, Colo¬ 
rado, Utah, Washington, Nevada, Arizona 
and California experienced considerable war¬ 
time expansion of industrial facilities in dif¬ 
ferent industries. 

The principal expenditures in Utah were 
for iron and steel mills; in Washington, for 
aluminum and aircraft manufacturing; in Ne¬ 
vada, for magnesium; and in California, for 
aircraft, shipbuilding and magnesium-manu¬ 
facturing facilities. Aircraft manufacturing 
and shipbuilding have been well established 
on the Pacific Coast for many years. But 
aluminum, iron and magnesium are essen¬ 
tially new industries in these places, and it 
will be necessary for them to survive stiff com¬ 
petition from plants in other regions. 

Wartime expansion of industrial facilities 
in the New England and Middle Atlantic 
states was at a less rapid rate than in most 
other parts of the country. These states were, 
of course, already heavily industrialized when 
ihc war began. 

The South Atlantic states expanded indus¬ 
trially from 1919 to 1939 somewhat more rap¬ 
idly than the country as a whole, but they did 
not participate heavily in the wartime indus¬ 
trial capital expansion. This may have been 
partly because of considerations of military se¬ 
curity. Probably more fundamental was the 
fact that the principal industries here, such as 
cotton textiles, tobacco manufactures, pulp 
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Table 139 

Reoional Distribution or Mrnurrctur.no rno Crr.tru Expenditures, I 9 - 9-944 

(Per Cent) __ 


Region 


Value 
Added by 
Manufacture 
I9'9* 


Value 
Added by 
Manufacture 
19*9 


Value 
Added by 
Manufacture 
1939 


Capital 

Expenditures 

>939 


Wartime Capital 
Expenditures 

fuly 1940 — 

May I944 b 


United States Total 

New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 
Pacific 

Undistributed 


100.00 

12.90 

3367 

28.42 

5.63 

7 t 

2.65 

2.91 

1.25 

5*5 


100.00 

10.38 

32.08 

Si.67 

7.64 

2.82 

2.92 

1.09 

5.68 


100.00 

9.84 

2979 

3*-53 

5-52 

9.05 

3 - 3 6 

3-34 

i.u 

6.46 


100.00 

8.38 

24.52 

32.99 

4 - 55 
11.57 

4.01 

5 - 97 
1.26 
6.75 


x 00.00 
5.10 
18.75 
30.51 
6.91 
6.74 
6.06 
xo.6o 

3 - 3 8 

8.77 

3 -x 8 


Source: Appendix 24 . 

Include. .u.o repairing. r..lro*l •«»« shoj». 
and eaublUhmenu wi.h products .alued a b«,„ecn ii 
and $5,000, no. included in -9‘9 and .939 


b. F~m C,o t r^u 
alilies Expansion, fuly ‘94° — 
bon Board. June l, 1945- 


...... , of living, with the shifting of population from 

and paper, and cottonseed oil, did not requ .^,8 ra , (Q urban pursu its. Increased in- 

any unusual expansion to meet wartime d u Str i a Uzation of the South would raise the 

mands. .. * inromc of the population and thus increase 

By far the largest wartime expenditures fo ion CN pcnd,tures. This in turn would 

industrial facilities in any region '«rc mad'M P P c ion of productive capi- 

the East North Central states-Oho Ind. >« * ^ aclivity on ,hc part of 

ana, Illinois, Michigan and Wisconsin. T an j hcavy industries in the Far West 

relative importance of these five y woul d likewise increase incomes and living 

industrial life of the country changed very m in lhat rcg i on . As pointed out m 

tie during 191^-1944- Although large cxpcn< - c ^ ^ cx i cn sivc wartime population 

tures were made in this**™ move'^nu occurred "from rural states and 

war facilities, the proportion which , - 1 industrial 


war facilities, the proportion which wi older in( | uslr i a l districts to 

impossible or difficult to convert to peacetime J^^ C war . indllslry centers." This migra- 
purposes is less than in many of the southern long-term trends of the past, 

and^western states. (See Table .» and Ap- ‘“M, rc distrihu,ion of Indus- 

pendix 24.) . , . , tru ffurinff the war was not a distortion, but 

This expansion of manufacturing roug_^ J an accclcration . of past trends. Thus it 
hrr industries, businesses and service ® industrialization 


other industries, businesses and services 
wake, and increased the demand for already 
existing ones. Transportation, utilities and 
commerce have all been stimulated In so tar 
as industrial facilities were expanded during 
wartime, especially in the less highly indus¬ 
trialized areas, they brought a higher standarc 


largely an —• -- • ... 

contributed to our growing industrialization 

and consequent rising standard of living. 

4 . Backlog rnd Recon.-rj.sion Demand 
No attempt to calculate the wartime back¬ 
log of demand for productive capital facilities 
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can be altogether satisfactory. Perhaps the 
most satisfactory method of calculating the 
backlog for present purposes is to compare ex¬ 
penditures during the defense and war period 
cither with the immediately preceding period 
of equal length, or with the most prosperous 
peacetime period of similar length. 

Wartime expenditures for plant and equip¬ 
ment to manufacture metal, chemical, petro¬ 
leum and coal products greatly exceeded any 
made in any comparable past period. Even ex¬ 
penditures for plant and equipment usable 
only in peacetime were much greater than in 
the past. However, oudays for facilities to 
manufacture other types of goods fell short of 
outlays for comparable facilities in the 1925- 
1929 period by nearly $2.7 billion. In trans¬ 
portation, railroad capital expenditures fell 
short of 1925-1929 by $1.3 billion. Outlays for 
the gas and electricity industries were short by 
almost $1.9 billion; for commercial buildings 
and equipment they were $6.4 billion less than 
during the last half of the i92o's. All in all, the 
sum of the deficiencies in outlays for produc¬ 
tive facilities in the defense and war period on 
the basis of 1925-1929 outlays amounted to 
nearly $13 billion. 

Comparison with 1935-193O g ivcs a vcr Y dif¬ 
ferent perspective, however. On that basis the 
sum of the deficiencies in manufacturing 
amounts to less than half a billion dollars. The 
largest deficiency — $600 million —was in 
commercial buildings. The total deficiency 
amounted to only $1.3 billion. Even if the 
outlays arc converted to the same 
price level as the defense and wartime outlays, 
the sum of the deficiencies would be less than 
billion. These comparisons are shown in de¬ 
tail in 'fable 140/ 

7. The divergence of opinion in climating the backlog 
may lx* illustrated by presenting another calculation. Sum¬ 
ner II. Slichtcr has undertaken .in estimate of the "back- 
log" of capital facilities expenditur.s In business corpora¬ 
tions. <,r the amount of such expcndiMirrs deferred because 
of the war. ("Present Savings and Postwar Markets." rc- 
printed from ll.tr rani Bust nets Re nr or. Autumn 194 1 . PP- 
f'ing the star io ;9 a' •’ bench mark, d-fcrrc.l 
r placements are calculated as the di^erciwc between 
plant and cv’uipinrnt outlays in that *c.ir anil in each of 
the war se.tr-. for the four vc.tr period i 942 -io:S- he es¬ 
timate- this difference at S*».s billion. Invr-tment due to 
teclinoli v.MC.il changes or market shifts, which i' urgent and 
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Department of Commerce Estimates 
The Department of Commerce, in coopera¬ 
tion with the Interstate Commerce Commis¬ 
sion and the Federal Power Commission, sur¬ 
veyed the plans of manufacturers, railroads 
and utilities for capital outlays in the first post¬ 
war year.® 

During the war, the nonwar manufacturing 
industries — textiles, apparel, leather, paper, 
printing and publishing, food, lumber, stone, 
clay and glass —were starved for new facili¬ 
ties. Not only were plant and equipment sub¬ 
jected to extreme wear and tear, but the in¬ 
efficiency of marginal facilities became worse. 
In addition, these industries were unable to 
take advantage of new techniques or develop 
new products. Far larger transition outlays 
have been projected for this group of industries 
than in prewar years —in some instances al¬ 
most four times as much as in 1939. The tex¬ 
tile, apparel and leather industries reported 
planned expenditures for plant and equipment 
of S550 million, compared with $145 million in 
1939 and $252 million in 1929. 

Plans for the food industry called for 
$665 million in the first postwar year, against 
$230 million in 1939 and $378 million in 1929. 
The lumber industry contemplated outlays of 
$160 million, compared with $61 million in 
1939 and $104 million in 1929. In the textile, 
paper, printing and publishing industries, 
capital outlays were planned to provide for 
greater output than during the war. In none 
of the others was postwar demand expected 
to be much below 1944. (See Tabic 141.) 

Even in the war-manufacturing industries 
— metal and metal products, chemicals, pe¬ 
troleum and coni products — planned postwar 
capital outlays exceeded the total for 1944 and, 

occur* e'en in unfavorable times, is estimated at about St 
billion annuallv. Hence. $4 billion worth of such invest¬ 
ment accumulated during the four-year period. This 
yields a "backlog” of Sm.S billion, which would be in¬ 
creased by perhaps 5 j.s bi’.lion through inclusion of non¬ 
corporate entcrpri-c'. This is obviously a rough estimate 
which dor* not attempt to indicate to what extent de¬ 
ferred outlavs will actually lx- made good. 

8 . See I). Siescns \Vd«on. "Planned Capital Outlays by 
Manufacturers." and "Planned Capital Outlays and Fi¬ 
nancing.” Surrey ol Current Business. June and July 
• 945 - 
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Table 140 

c- - 2 - ^- sr ” p ‘”“ 

{In Millions) _ 


Total Expenditures 


Class 


1925-19*9 * 9 SS ~ I 939 


Defense and 
Wartime 


Defense and 
Wartime Deficiency* 
Compared With: 

1925-19*9 • 935-/939 


Total Expenditure 

Manufacturing 

Food 

Textiles and apparel 

Lumber 

Pulp and paper 

Printing and publishing 

Stone, clay and glass 

Rubber 

Leather 

Iron and steel and products 

Automobiles and equipment 

Other transportation equipment 
Chemicals, petroleum and coal products 
Nonfcrrous metals 
Machinery 
Transportation 
Railroad 
Transit 
Pipeline 
Aircraft 
Ships and boats 
Business motor vehicles 

Communication 
Gas and electricity 
Commercial 

Building 

Equipment 

Agriculture 

Construction 

Machinery 

Construction machinery 
Mining machinery 

Public service enterprise construction 
Other 


$50,560 

11,810 

1.785 

1,060 

55° 

560 

595 

*»M° 

195 

85 

940 

750 

e 

« 

c 

« 


n.5*5 

3,880 

510 

3J° 

180 

380 

6,240 

1,580 

4.995 

9,700 

6.740 

2,960 

3.385 

645 

2.740 

705 

445 

730 

5^95 


$34,445 

8,050 

1,220 

585 

245 

5<>5 

320 

400 

130 

70 

960 

73° 


1 


$32,358 

$* 2,900** 

$*» 2 77 b 

14.295 

2,675 b 

485“ 

■ ^ 

985 

800 

235 

665 

395 


400 

150 


385 

*75 

120 

230 

365 

90 

410 

730 


*85 

10 


35 

5° 

4° 

3.50° 

e 

e 


2,800 


2,700 


c 

1,100 

c 

e 

e 

900 


c 

9,iio 

1,580 

0 

2.55° 

© 

*,330 

80 


335 

430 


180 

448 

a* 

c 

e 

420 


0 

c 

765 

c 

e 

e 

5.825 

V 

86 


1,105 

*.494 


2,110 

3.*20 

*,875 


3.595 

3.330 

- 

600 

1,630 

*,030 

5*7*0 

660 


1,965 

2,300 


3.250 

4.373 

■— 


47° 

573 

“2 


2,780 

3.800 

““ 


495 

1,100 

■ — 


425 

900 

" 


5*o 

318 

412 

c 

192 

e 

5.800 

c 




Sources: Appendix 20 and Chapter 25. 

a. These deficiencies arc v.mewhat «h*cren« f « ^ ^ 
parable figure* in Table 133 because 
down into finer categories. 


b. Sum of deficiencies. 

No«: £5* •*““ ** '° ,OUnd - 

ing. 
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Table 14 i 


Planned Outlays for Productive Facilities in First Postwar Year 
Compared With 1929 and 1939 

(In Millions) 


Class 

Planned 

Outlays 

Actual Outlays 

J929 

>939 

Manufacturing 

$ 4,500 

$2,820* 

$1,620 

Food 

665 

378 

230 

Textiles, apparel and leather 

550 

252 

*45 

Lumber and products 

160 

104 

61 

Pulp, paper, printing and publishing 

53 ° 

256 

*36 

Chemical, petroleum, coal and rubber products 

800 

*79 

3 2 3 

Stone, clay and glass 

200 

24 x 

68 

Iron and steel and products 

340 

J 5 ? 

190 

Nonferrous metals 

130 

b 

45 

Machinery 

450 

b 

140 

Transportation equipment 

600 

186° 

h 

205 

Miscellaneous 

75 


77 

Gas and electric utilities 

700 

1,006 

4 2 3 

Railroads 

785 

844 

283 


Sourer/: Appendix 20 for 1929 and 1939. and Survey of Current Bntinett. Department of Com 
mercc, July 1945. PP- >6 and 20 for planned outlay*. 

a. Total include* item* for which no *cparate dau arc available. 

b. No separate data. 

c. Automobile* and equipment only. 


of course, far exceed prewar expenditures. Al¬ 
though most of these industries were greatly 
expanded during the war, extensive new capi¬ 
tal outlays were necessary for conversion to 
peacetime products. Plans for transportation 
equipment called for spending of $600 million 
against $205 million in 1939; for the machinery 
industry, $450 million against $140 million; 
and for iron and steel, $340 million compared 
with $190 million. In all, anticipated postwar 
demands were far above 1939. 

According to the survey, planned capital 
goods outlays in manufacturing industries 
were $4.5 billion for the first postwar year. 
These investment plans were formulated be¬ 
fore the war ended, when there was consider¬ 
able doubt about the availability of sufficient 
materials and supplies to produce the equip¬ 
ment, as well as to the ability of equipment 
producers (particularly in textiles and paper 


and printing) to turn out equipment fast 
enough. It was estimated that such difficulties 
might reduce actual outlays to perhaps $4 bil¬ 
lion or less in the first postwar year, which 
would result in expenditures of about $5 bil¬ 
lion in the second year, compared with $1.6 
billion in 1939 and $2.8 billion in 1929. 

Capital goods expenditures by utilities and 
railroads during the war were fairly well main¬ 
tained in comparison with prewar outlays, but 
not in terms of the greatly expanded wartime 
demand for services. Hence, they also had 
considerable deferred demand at the end of 
the war. The electric and gas companies 
planned to spend about $700 million in the first 
postwar year, compared with $423 million in 
1939 and more than double that amount in 
1929. Capital outlays were expected to be main¬ 
tained at about the same level in the second 
postwar year. The railroads planned to spend 
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nearly $800 million during the first postwar 
year, compared with about $850 million in 
1929 and less than $300 million in 1939. In the 
second postwar year* reduced traffic was ex¬ 
pected to require smaller capital outlays. 

Taken as a whole, the planned capital ex¬ 
penditures of manufacturing, railroads and 
utilities for the first postwar year amounted to 
nearly $6 billion. As these three groups nor¬ 
mally account for about 40 per cent of expendi¬ 
tures for productive plant and equipment, 
total outlays for this type of goods might well 
have reached almost $15 billion in the first post¬ 
war year. In the second postwar year, total out¬ 
lays for productive facilities might have 
amounted to $16 billion, compared with S74 

billion in 1939 and $11.9 billion in 1929- 

However, the urgent need for housing in¬ 
tervened to upset these plans. Early in 1946 
became apparent that the shortage of housing 
required drastic action. Plans were drawn for 
constructing 2.7 million units in less than 
two years, and these were given priority over 
other construction. In order to achieve me ob¬ 
jective, other construction had to be curtailed. 

The Department of Commerce estimated 
that with such curtailment the construction in¬ 
dustry’s demand for productive capital facili¬ 
ties (i.c., structures, exclusive of machinery 
and other equipment) would amount to 53.2 
billion in 1946 and $4.1 billion in 1947* Lsl, ‘ 
mates for the first quarter of 194b indicate that 
the ratio of equipment to construction for pro¬ 
ductive facilities was two to one. 10 If the same- 
ratio prevails during 1946, productive capital 
outlays would be less than S10 billion in «94 6 
and about $12 billion in 1947- 

Whatever the actual amounts, immediate 
peacetime capital expenditures reflected an 
eager desire to return to the types of consump¬ 
tion and production existing before the war. 
The more fundamental influences affecting 
capital expansion will probably not be felt to 

9. "Construction and Construction Materials: In-lustry 
Report." Construction Division. Bureau of Foreign an 
Domestic Commerce. April I 94 *». PP- 5 an '' '• .. , 

to. Ibid., and "Plant and Equipment.Expenditures. « 
U.S. Business," Securities and Exchange Commission, 
liitbl Scries Release No. 75 *). March 20. i 94 '»- 


any great extent until a few years after the end 
of the war. 


5. Future Expenditures 
By 1950, war-induced adjustments will have 
been largely completed. As the reconversion 
period ends, capital expenditures in industry 
and trade will reflect more and more the nor¬ 
mal, peacetime influences that usually deter¬ 
mine capital outlays. Some new influences will 
probably also make themselves felt. 

a. BASIC DETERMINANTS OF FUTURE OUTLAYS 

Three influences appear likely to affect pro¬ 
ductive capital expansion in the next decade or 
so: (1) changes in population, the standard of 
living and the volume of national income 
all of which will be reflected in future con¬ 
sumption expenditures; (2) changes in tech¬ 
niques and products and in the location of in¬ 
dustry; (3) changes in public developmental, 
social and fiscal policies. 

Changes in Population and Income 

Population changes arc not likely to exert 
the same pressure to expand productive capital 
facilities as in the past. The rate of population 
growth has been declining and is expected to 
continue declining. Consequently, capital ex¬ 
pansion for the mere purpose of providing tor 
population growth will be smaller than hith- 

If we enjoy a rising standard of living and a 
high level of income during the next several 
years, consumer expenditures will undoubt¬ 
edly increase at a much greater rate than popu¬ 
lation. This means that productive facilities 
must be expanded at a more rapid rate than 
would be required merely by continued popu¬ 
lation growth." 

Industrial Changes 

Throughout the past two centuries, each 
generation believed it had reached the peak of 
human achievement. But each succeeding gen- 

See Chapter 4 . section 5..<*•' a * ,,c 

bask assumptions as to population[.national «'K«>ne. con- 
sumer expenditures, etc., me.! in this surxey. 
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eration outstripped the achievements of its 
predecessors. History, much of it recent, sug¬ 
gests strongly that technological innovation is 
likely to be rapid for a long time to come. 12 
Although authorities may differ about the ef¬ 
fect of the war on pure science, it is clear that 
the practical adaptation of scientific knowl¬ 
edge was greatly accelerated. The effect of new 
techniques, new products and the industriali¬ 
zation of new regions on productive capital fa¬ 
cilities has already been indicated. Wartime 
adaptations are already being put to peacetime 
uses. 

The outstanding wartime developments that 
will have special effects on the postwar expan¬ 
sion of productive capital facilities are: 

(1) New communication devices, particu¬ 
larly wartime sonic developments, industrial 
electronics and television. 

(2) Improved internal-combustion engines 
and fuels. 

(3) Advances in air transport such as larger 
planes, higher speeds, jet propulsion, traffic- 
control devices, navigation aids, extensive ter¬ 
minal landing fields and many new air routes 
with frequent intermediate landing strips. 

(4) Chemical processes, such as the hydro¬ 
genation and controlled oxidization of coal 
an<l petroleum, biochemical processes, and 
many others that by industrial chemical meth¬ 
ods produce substances with almost any de¬ 
sired molecular structure. Among the most 
notable of such products arc plastics, synthetic 
rubber and synthetic fibers and fabrics of vari- 
011s kinds. 

(5) New uses of plastic materials ant! of 
glass, plywood, magnesium and other mate¬ 
rials with newly developed properties. 

(6) New food products resulting from bio¬ 
chemical and physiological studies, and new 
methods of food processing, such as dehydra¬ 
tion and quick freezing. 

(7) New applications of atomic energy and 
fissionable products in medicine and power 
production. 

i’. Sip r<port Rtf ear eh prepared l»v the 

Ni'ior^t Ki'cu.ii Council for the N-ittonal Rrwurcn 
I'i.umim: Bond. 1941. 


Wartime technical developments, however, 
are not likely to have particularly important 
effects on industrial capital expansion for a dec¬ 
ade or so after the war. But the long-run ef¬ 
fects of these developments should be enor¬ 
mous because many of the new techniques and 
processes arc utilized in only recently indus¬ 
trialized parts of the country. Developments in 
communication and air transport are also 
likely to produce secondary effects, .creating 
new tastes and consumption habits among 
people in the more remote and undeveloped 
parts of the country and bringing new employ¬ 
ment opportunities. 

Public Policy 

In the past, government policies have influ¬ 
enced the expansion of productive facilities. 
The protective tariff from the earliest days en¬ 
couraged American industrial development. 
Local tax concessions to attract new industries 
were always important. Through canal and 
waterway development, land grants and other 
kinds of aid to railroads, and highway con¬ 
struction, the federal government encouraged 
huge investments in water, rail and motor 
transportation. It also subsidized shipbuilding, 
promoted electrical development and devel¬ 
oped entire river valleys. 

Government is already embarked on further 
expansion of our highways and airports, and 
additional river valley development is prob¬ 
ably in the offing. Government will directly or 
indirectly aid consumers through an expanded 
public housing program, widened social se¬ 
curity and possibly health insurance. Through 
these and other measures, government is likely 
to play a greater role than ever before in pro¬ 
moting capital expansion. 

Fiscal policy is likely to have a more power¬ 
ful effect than hitherto on capital outlays, if for 
no other reason than because of the large pub¬ 
lic debt and heavier tax burden. During the 
war, privately financed capital expansion was 
encouraged by allowing a high rate of depre¬ 
ciation and consequent lower taxes. Postwar 
tax rebates were designed to encourage recon¬ 
version of plant and equipment to peacetime 
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uses. Future tax policies must steer a middle 
course between providing for greatly ex¬ 
panded revenue requirements and avoiding 
{he discouragement of private investment. 

One thing seems certain: public and investor 
° . t r_ >ncreas- 


by determining the past trend in the relative 
importance of each component to the group as 
a whole and extending this trend into the fu- 
turc. 15 

In manufacturing, the most important com- 
• i ~ifor ^ nuartcr 


One thing seems certain: public and .nvestor ^ged a quarter 

confidence in the future will hing: mere - P { ^ ^, uctive facilities in all periods ex- 
ingly upon government financial policies. ,he worst years of the depression. This 

,0-0 AND 1060 constant relationship was assumed to preva, 
b. ESTIMATED DEMAND in 193O and 1900 ^ ^ {uturCi resulting in estimated outlays of 

On the basis o£ past trends and relationships, - billion in 1950 and $3-8 billion in i960. 

mral outlays for capital with S2.4 billion in 1940 and a 


On the basis of past uends and rc«auo«.M» r; $ billion in , 95 o and >30 *" 

it is estimated that total outlays for capital Thcsc comparc with $2.4 billion in > 94 ° an a 
goods will amount to $21 billion out of a gross reconversion peak after World War I o S 3 - 1 
national product of S134 billion in ' 95 ° and billion in 1920. 

$ 2S billion out of a gross product of $>53 bl >- Th e next largest item .s bus.ncss motor vchi- 
lion in i960.- . cles, which have become increasingly impor- 

What portion of these outlays will be spent (ant Jn to[a , prod uction. An extension of the 
for productive capital facilities? During the , ong . lcrm upward trend in relative importance 
mao's these facilities averaged 60 per cent of indicates expenditures of $2.1 billion in 19, • 
total outlays for capital goods; during the Relaliv e stability thereafter will result in out- 
m,o's, 65 per cent. 1 * This change in the propor- , ayJ o( $ 25 bil i ion in i960. (See Table 14-) 
tions however, docs not necessarily indicate a The , hird larges , item is electric light and 
long-term trend. The larger percentage oc- ln view of expected developments in 

curred in a depression decade, when outlays j. lcaronics an d electrification, it isa55u ™ d 
for other capital goods-especially for hous- ^ capilal oullays f or electricity will be com¬ 
ing, health and education facilities - declined b , e jn importance to the best sustained p- 

morc than capital expenditures for productive ^ jn the past _ about 7 p« cent of tot a Ip o- 
facilities. Moreover, future expenditures for duaive facilities. This would rcsuU in outby 
conservation and development arc hkcly to be of bilUon in l() - 0 and S«-i b,Ul °" 
heavier than in the past, and so will somewhat 0(ficc machinery and equipment have ac 
lessen the importance of productive facilities. coun|cd f or abo ut 6 per cent of expenditures on 
On the other hand, housing constituted an un- |ota , p roducti vc facilities since 192, and e - 
usually high proportion of total capital outlays diturcs arc estimated at S800 million an 
Tn the .020's, brgely because of high costs. £L mil|ion for ,950 and ,960. respcctivel 
Taking all th«efactors into consideration, ^,, ay$ for commercial and miscellaneous 
it is reasonable .0 expect that outlays for pro- |)ui , ding decreased .0 around 5 P« «n of the 
ductive facilities are likely to constitute a larger a f,er the boom of the .020 s ' 

proportion of total capital goods expenditures , f|cr bcld stca dy. A pro,eci.on of this re 
than in the i 9 2o's. If the proportion of the shi jmo , bc f u(urc would resu t m ex, 
i 93 o's remains unchanged, nearly S. 3-7 b ‘ 1,on 1U res of S675 million in 1930 and S"no million 

would be spent for productivc capital facilities jn igf>0 , 

in 1950 and $16.2 billion in i960. Capital outlays by railroads are e - ■ 

Estimates have also been made for the 17 million in i<) 3 « and T d lb „ 

components of the productive facilities group, _ projccl i ng ,hc relationship 10 the total th. 

„ .See Chaplet, A am. e-t 

Ssrp.. ^ r . . . wne 171 

CUwcTWtmJ'" 7 - »""•< Jr-lC 1 -- ""'.'s- -I mol,-I «e Arrcmlix 

men. a, given in Table IJ 7 et“P<"- Vhe 
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Table 142 

Estimated Needs asd Demand for Productive Facilities in 1950 and i960, 
Compared With Expenditures in 1940 


{In Millions at 1940 Prices) 


1950 i960 


Class 

1940 

Demand 

Needs 

Demand 

Needs 

Total Expenditures 

$ 9 » 3 ° 9 * 

$ 13,650 

$15440 

$16,150 

$17440 

Manufacturing 

Commercial 

2,370 

3,200 

3,530 

3,800 

800 

4,040 

850 

Commercial and miscellaneous building 

396 

675 

745 

Office machinery and equipment 

560 

800 

885 

950 

1,010 

Transportation 

Railroads 

440 

700 

1,080 

800 

1,080 

Transit 

79 

120 

*30 

*30 

140 

Pipeline 

3 ° 

25 

35 

25 

35 

Aircraft 

b 

200 

220 

320 

340 

Ships and boats 

92 * 

100 

no 

100 

no 

Business motor vehicles 

1,563 

2,100 

2 , 3*5 

2,500 

2,655 

Communication 

Telephone 

Utilities 

310 

420 

465 

500 

530 

*,165 


Electric light and power 

490 

1,000 

*»*45 

1,100 

Gas 

Agriculture 

Nonresidential construction 

83 

120 

*30 

*30 

* 4 ° 

109 

*75 

*95 

210 

225 

Farm machinery and equipment 

668 

850 

940 

*,075 

1,140 

Construction machinery and equipment 

129 

*75 

*95 

210 

225 

Mining machinery and equipment 

123 

*35 

*50 

*40 

*50 

Public service enterprise construction 11 

no 

4*5 

470 

4*5 

470 

All other 

*.749 

2,440 

2,700 

2.945 

3»*35 


Source1: 1940 figure* from Appendix 20; for 1950 and 
i960 figure*, see text and Appendix 23. 

a. Includes $8 million outlay for telegraph. 

b. No breakdown of $316 million between civilian and 
military. 

c. Civilian only. 


d. The estimates of needs consist of $240 million for 
airways and airports (equal to demand), $150 million for 
waterways and harbors (compared with demand of >100 
million) and S80 million for other public service enter¬ 
prise construction (compared with demand of 575 i™ 1 * 
lion). 


prevailed in the 1930’$. In the light of prospec¬ 
tive outlays in the reconversion period and of 
likely future traffic, the ratio of the 1920's 
would produce a too high dollar volume of 
capital outlays. 

c. ESTIMATES OF NEEDS IN I95O AND i960 

The concept of need as indicating a mini¬ 
mum level of expenditure is not generally ap¬ 
plicable to productive capital facilities. The 


minimum need for food, housing, medical 
care, and all consumer and capital goods and 
services used directly by consumers, can be 
stated in terms of definite quantities, types and 
minimum standards as established by experts. 
This is also true to a limited extent of develop¬ 
mental works, used only partly by consumers. 
Productive facilities, however, arc “intermedi¬ 
ate goods" that are “used" by consumers only 
indirectly. The “need” for plant and equip- 
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essary only that they be adequate to supply the represents the needed expenditure > 

goods and services required to meet consumer of ^ „ ansit industry , which 

facilities to the same extent as| .he need for urbanization the decen.raliza- 

greater than the estimated demand 5 7 . mnsurriDtion standards. In the case 

billion. For ,960. agpegate needs for other m.mm ^ J appc3[e d that, 

goods and services arc estimated to b 5 4 > I renditions of ccneral prosperity, the 

billion 8 per cent greater than the S- 33-9 users wouldbe at- 

billion estimated demand. (Sec Appcn *) proporl i on al increase in these 

Hence, total needs for productive fachtie £ a<1 P cqualc lo meet estimated 

in 1950 may be estimated at $1^I, 3 t of consumcrs . In the event of any de- 

percent in excess of estimated demand of 5 3-7 . . • • the railroad system up 

billion; for i960, at *7.4 billion, or 8 per ecu lhc unabated increase in the use 

in excess of estimated demand of $* 6 - 2 f , lutomobi i cs and the possibility of substi- 

lion. (Sec Table 142.) In the absence of spe onc transportation medium for another 

estimates of need for the various mdmdual 8 ^ ^ q( di ffi cu Uics. A separate 

categories of productive facilities, it might #|c has ^ ma dc, however, for pipeline 

assumed that the excess of needs over probable WM cslim atcd that needed rc- 

demand for each category would be prop • ccmcnl and expansion of these facilities 

tional to the excess of needs over demand <> P ^ invo , vc ann P ual cxpcn diturcs of about 

productive facilities as a whole million annually in .950 and i960, com- 

Separate estimates of needs, however, ^ wilh probable outlays of $25 million, 

been madc for five of the individual co po- M £ ar Jj S wx \\ n ot be electrified by i95°> 
nents of productive facilities: railroads, pipe- a hi „ h i cvc l of employment and eco- 

lines, waterways and harbors, a^ways an - ^ Thc addilion al generating ca- 

ports, and farm electrification. In the case required to supply electricity to all 

railroads, an estimated capital expenditure 1 ^ aboul $ , 5 mi || ion a year over 

$1,080,000,000 in 1950 is required to take ca c io(1 in cxcc * s 0 f die estimate tlut 

of annual replacement of plant and cquipmcn ^ J u ffom assum ing that the needs for 

and accumulated deficiencies. This exceeds tm ^ f 3C ilitics would exceed demand in the 

estimated demand for railroad facilities >y ^ rlion as for productive facilities as a 

$380 million. Outlays of this magnitude are ^P ( *T Appcn< ii x 2 >.) 

necessary to provide acceptable standards ot nccds for cach 0 f die other categories of 

comfort, safety, economy and efficiency. Sinn- . . :- 

• . ' 111. l.-d in 


larly, waterways and harbors (included in 
public service enterprise construction) will re¬ 
quire annual capital expenditures of $150 mil¬ 
lion "to fill in thc broad outlines of a national 
water transportation plan," against probable 


productive facilities (exclusive of railroads, 
pipelines, waterways and harbors, airways and 
airports, and rural electrification) were csti- 


, 6 . Sec Chapter 10Tor .li*u«ion «C needs and demands 
f..r transportation facilities. 
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mated by apportioning them within the larger 
“need” totals for productive facilities in the 
same proportion as they were distributed 
within the “demand” totals. Since the esti¬ 
mates of need for the exceptions are greater 
than they would have been by the apportion¬ 
ing method, the remaining productive facili¬ 
ties had to be reduced by the differences, so as 
to retain the prescribed estimate of total need. 


This was accomplished by apportioning the 
total amount to be subtracted among the re¬ 
maining items in accordance with their im¬ 
portance. (See Table 142 and Appendix 23.) 

Need totals of $154 billion in 1950 and 
$174 billion in i960 are both much higher 
than the peak of $11.9 billion in 1929. The year 

1941 was at about the 1950 “needs” level, while 

1942 was above the estimate for i960. 
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CHAPTER 1 8 


URBAN REDEVELOPMENT 


About 57 per cent of our total population 
lived in urban areas in 1940, and three quar¬ 
ters of this urban population lived in metro¬ 
politan districts. The Census has defined over 
140 such districts, each containing at least one 
city with more than 50,000 population and in¬ 
cluding all thickly settled contiguous territory 
(i.e., with a population density of 150 or more 
per square mile) in and around the central 
city or group of cities. This chapter is con¬ 
cerned with all such metropolitan districts, as 
well as with all other urban places (cities an 
towns with more than 2,500 inhabitants) out¬ 
side of metropolitan districts. 

Estimates of postwar housing needs pre¬ 
sented in Chapter 8 are based solely on mini¬ 
mum physical standards of adequacy for indi¬ 
vidual dwelling units and arc not concerned 
with questions of the surrounding environ¬ 
ment. This chapter considers the needs that go 
beyond the replacement of individual sub¬ 
standard dwelling units and involve the rede- 
vclopmcnt of larger areas within cities. Ur¬ 
ban redevelopment,** for the purposes ot this 
chapter, is defined as the replanning (rehabili¬ 
tation where possible, or total elimination and 
rebuilding where necessary) of slum and 
blighted areas, including residential units and 
neighborhood commercial and service struc¬ 
tures, according to accepted standards ot 
health, livability and convenience. 

In order to illustrate the relation between 


By Lawrence N. Bloomberc, Associate Chief 
Economist, Federal Public Housing Authority; 
Howard G. Brunsman, Assistant Chief, I opul-i- 
tion Division, Bureau of the Census; and A. Hi n- 
jamin Handler, Assistant Research Director ot 
this survey. Opinions expressed in this chapter 
arc those of the authors and not necessarily those 
of die organizations with which they arc asso¬ 
ciated. 


urban redevelopment and a program limited 
to fulfillment of housing needs, let us assume a 
city of 40,000 dwellings with 10,000 of them be- 
low an acceptable minimum standard. Ot 
these, let us say that 8,000 units have to be re¬ 
placed and 1,000 can be effectively repaired. 
The replacement or rehabilitation of these 
dwelling units constitutes the fulfillment of 
housing needs. Now suppose that in addition 
to meeting this physical need for adequate 
structures, we removed completely all the 
slums and blighted areas in this city, replanned 
the streets, put in necessary utilities and pro¬ 
vided all necessary neighborhood facilities. 
These activities would be involved in a plan 
for urban redevelopment. In addition to the 
10,000 substandard units, there might be an 
additional 1,000 units which, although not be¬ 
low minimum physical standards, arc located 
in slum and blighted areas and must come 
down if the areas are to be properly replanned 
and redeveloped. The replacement of such 
above-standard units would not be necessary 
to meet minimum housing needs but would 
be essential to adequate urban redevelopment. 

Phases of Redevelopment 

Urban redevelopment has three distinct 
phases. The first of these is the acquisition o 
slum and blighted areas. Since the purchase of 
land and buildings is merely a transfer ot 
funds, it does not add directly to national pro¬ 
duction and hence is not an element in capital 
formation. Although an estimate of acquisi¬ 
tion cost is made later in this chapter the sum 
docs not enter into an accounting of possible 
future investment growing out of urban re¬ 
development. Site acquisition, however, is the 
initial step in paving the way for site improve¬ 
ments and construction. 

It is not the purpose of this chapter to dis- 
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cuss the means by which land might be made 
available for redevelopment, but only to ex¬ 
plore the possible capital oudays involved 
in such a program. However the process is 
carried out, one thing is clear: substantial 
losses must be absorbed in order to write down 
the cost of close-in land to a point where it can 
be utilized for the greatest good of the com¬ 
munity. The mistakes of the past have to be 
written off and the rc-usc of the land dictated 
not by its cost but by the most suitable use to 
which it can be put. 

The second phase of a redevelopment pro¬ 
gram lies in the preparation of the land for 
use, whether residential, commercial, or for 
parks, playgrounds or public buildings. This 
means razing buildings which do not fit into a 
proper rebuilding program, installation of nec¬ 
essary utilities and the replanning and provi¬ 
sion of adequate streets, sidewalks and off- 
street parking facilities. If the acquired land 
is to be used for parks and playgrounds, it 
is necessary to provide the facilities and equip¬ 
ment required for that purpose. 

Finally, there is the construction of resi¬ 
dences and commercial and other facilities re¬ 
quired in a proper neighborhood develop¬ 
ment. The land devoted to such uses should be 
made available on the basis of careful city 
planning. The type of housing development 
must be geared to the appropriateness of the 
location and to the housing requirements of 
the population. Some redevelopment areas 
will undoubtedly be suitable for high-rent 
housing. Others will be adapted to moderate 
rents. There will also be a substantial need for 
low-rent public housing, particularly because 
the large majority of families displaced in a 
slum clearance program will undoubtedly be 
in an income group which cannot afford the 
lowest rents achievable by private enterprise 
for standard housing accommodations, even 
though the land cost is written down to its 
value in the new use. 

i. Nature of Cities and Slums 
To many, the city is a vast overcrowded net¬ 
work of streets, transportation lines, buildings 


and parks. To others, the city means a main 
street with its movies and shops, and perhaps 
seven or eight hundred houses scattered back 
for a quarter mile on either side. Our concept 
of the city, town or village depends on our 
individual experience, but there are few 
American cities, large or small, that do not 
belong to a type. The larger metropolitan 
areas repeat one pattern over and over again. 1 
At the center is the main business district, 
often the site of the earliest settlement or very 
close to it. Ringing the central business dis¬ 
trict are the warehouse and light manufactur¬ 
ing districts, interspersed with slums and 
blighted areas. Out from the center, the houses 
are a little better. Many of them are substan¬ 
tially built mansions of 50 years ago which 
have been handed down and subdivided for 
successively lower income groups. Here and 
there arc newer houses of poorer construction, 
which are tenements and homes for workers. 
Next, there are likely to be thick clusters of 
apartment houses. Intensive residential areas 
will ultimately thin out and merge with areas 
dominated by single-family homes with open 
space about. Finally, when the end of a built- 
up area seems to have been reached, there will 
probably be some open ground, where subdivi¬ 
sions of newer single-family houses and fash¬ 
ionable homes will begin to appear. Larger 
metropolitan areas repeat this pattern many 
times, so that here and there are areas influ¬ 
enced by a whole series of converging forces. 

Slums and Blight 

The slum is no new phenomenon. It has 
been with us many years, but slum conditions 
have been aggravated by the rapid indus¬ 
trialization and urbanization of our popula¬ 
tion. It is unnecessary here to deal at length 
with a description of slum areas. Much has al¬ 
ready been written on the subject of slums, 

1. For exhaustive analyses of the structure of our cities, 
sec Henry Wright. Rehousing Urban America. Columbia 
University Press. New York. 1935; Our Cities. National 
ReMiurces Committee. Washington. 1937: James Ford, 
Slums and Housing. Harvard University Press, Cam¬ 
bridge. 1936: Homer Hoyt, The Structure and Growth of 
Residential Neighborhoods in American Cities. Federal 
Housing Administration, 1939. 
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and none of us can fail to be aware of their 

of rhe ,u m as rhe abode of half- « 

starved, filthily clothed children, of diseased canals). 4 

a—**— »** . . ,,, 

Of it as a recession from the normal standards of the 2J7 million dwelling ummi >n me.r 
of a sound society.” In short, "a slum is a res.- politan districts and other urban P la “ s ^ » 
dential area where the houses and conditions an cst i ma ted 6.8 million, or n y 9 P 
of life are of a squalid and wretched character ccn , w ere located in concentrated slum and 
and which hence has become a social liability bli hted areas including isolated substandard 
to the community."’ . bl£ks.‘In metropolitan districts only, +8 mil 

Outside the central city slums, there is a , io „ units> or 26 per cent of the .8 m, 

residential ring which, although not yet a dwellings , were m concen rated areasof sum 

shim is on the verge of becoming one. This and blighl . m urban places outside meir 
ring 'is generally caUed a blighted area, as d,s- districts, 2 million units were in su 1 

tinct from a slum. Blighted areas include any arcaSj or j6 pcr cent of the totalof 5-5 
area (not already a slum) in which, through unils slums an d blight have been g > 
faulty planning! intrusion of inharmonious consider( . d essentially a b'g^'V P^ 1 ' ; 
land uses or changing economic or environ- These data indicate, however, that the ,m 
mental conditions, property owners are no ei|ies have a problem that is ^ ^ g r “ ; 

longer able or willing to maintain, renew o Tbc cxlcn , of slum n.id bhgh cd areas 
reconstruct their holdings and .0 assure good widcly among cities of d.ficren size 
neighborhood conditions.’ ditTercnt parts of the coun y, \ 

The following definitions of slums and f , om Tablc M3 , which presents u rat 

• h ‘ 

WW -hich the slum or blighicd areas ranges from 12.1 per 

A blighted district is any area »n wh*h‘ VJ • San Francisco to 56.4 per cent in Mo- 

Any area of deteriorated housing in wlucn tnere wj|b pcr ccnt . 

' , -r ,mi nreltiiscs is a 


Any area ot tictcriorawu ■ 

is a poor upkeep of houses and Pt""' iCS ,s " 
blighted district and a potential s um. Any area f 

old, neglected and deteriorated housing or ot 

new markedly substandard housing is a slum as 
soon as it bceomes insanitary or otherwise imuri 

ous to its occupants. . . , . 

The slum is a residential area in which the 
housing is deteriorated (through poor upk«p or- 
dinarily combined with obsolescence, age. depre 
elation or change in consumer demand), sut^ 
standard (owing to builders' or owners 
of principles of construction planning, equip 
men. and hygiene or to the deliberate ignoring ol 
such principles) or unwholesome (owing to nar 

2. Slum,. Ur ge -S,aU Ho,mu, ,nj 
President's Conference on Home Buildm„ 

Ownership, I 9 H- , _ _ IIr /, jn ReJeclop- 

3. Alvin Hansen and Guy Greer. U Wjsh* 

went and Hounng. National Plannmn Assoc.at.on. 
inKton, 1942. 


Types of Slums and Blight 

Substandard areas are not uniform in char¬ 
acter. A common type is the shantytown of 
shacks built out of salvage from the city dump. 
Wc also find rows of inadequate wooden 
houses without any modern improvements 
which were put up in large numbers many 
years ago when standards were lower. 1 he 

4. Ford. op. at.. PP- *'• 1 J* ... M A f or details 

SJZZZV . 7 . 

23 •.bgb. ....scmcil ill Hus cbapicr was 

made. 
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Table 143 


Dwelling Units in Slum and Blighted Areas in Selected 
Metropolitan Districts, 1940 


Metropolitan District 

Total Number 

In Slums and Blighted Areas 
'Estimated Number Per Cent of Tolal 

San Francisco, Calif. 

222,176 

26,900 

I2.I 

New Orleans, La. 

* 37»*65 

49,500 

36.1 

Portland, Ore. 

*08,745 

18,800 

* 7-3 

Jersey City, N.J. 

84.797 

l8,IOO 

21 *3 

Fort Worth, Tex. 

54.483 

20,500 

37-6 

Albany, N.Y. 

40,448 

7,500 

18.5 

Lincoln, Neb. 

25,960 

5,900 

22.7 

Manchester, N.H. 

22,204 

3,500 

15.8 

Mobile, Ala. 

21,083 

11,900 

56.4 

Hammond, Ind. 

18,652 

4,800 

257 


Source: 1940 Census of Housing. For method of estimating number in slums and blighted areas, 
see Appendix 35. 


neighborhood near the business center of the 
city often consists of substantial old single- 
family houses split up into apartments or 
rooming houses, interspersed with makeshift 
offices, shops and occasional business or indus¬ 
trial buildings. 

Different cities have characteristic slums. 
New York has its old-law tenements with 
windowlcss interior rooms and inadequate 
sanitary facilities. The typical Chicago slum is 
composed of two- or three-story frame struc¬ 
tures built close to each other on long, narrow 
lots; on each lot arc two and sometimes three 
houses, one behind the other. The Philadelphia 
slums arc composed of little brick houses 
(sometimes built back to back) in courts and 
alleys in the center of blocks, old, neglected, 
with shared outdoor toilets and without an in¬ 
door water supply. The alley dwellings of 
Washington are found in the interior of blocks, 
hidden by the facades of substantial brick 
structures. Boston also has its rear houses, 
houses fronting on courts and alleys, and dark, 
gloomy structures on ancient, narrow streets. 

The 6.8 million dwellings in concentrated 
slum areas do not include 2.1 million scattered 
substandard dwellings 7 which taint their 
neighborhoods and form potential nucleuses 


of future blight and slums. Altogether, then, 
there are 8.9 million substandard urban units. 
To put it another way, more than 30 million 
people live in urban houses which, cither be¬ 
cause of deficiencies in the structures them¬ 
selves or because of their location in a bad en¬ 
vironment, arc below reasonable minimum 
standards of health, safety, decency or con¬ 
venience. This is the toll of neglect of our 
cities, failure to make the best use of our re¬ 
sources, the result of a lack of vision and 
prompt and effective action. This is a chal¬ 
lenge for the future that can be met now, bet¬ 
ter than ever before, when we are seeking ways 
and means of turning our wartime capacities 
into peacetime pursuits. 

2. Development of Slums and Blighted 
Areas 

Nobody wants to live in the slums. If every¬ 
one had an adequate income, slums and 
blighted areas would disappear as places where 
people live and would simply remain as mu¬ 
seum pieces of a benighted civilization — if 
they were allowed to remain at all. 

7 . ibid. 
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a. URBANIZATION 


Slums accompanied sweeping and rapid 
changes in our society. Within little more than 
a century, the United States has changed from 
almost exclusively a primitive agricultural 
economy to one of the most highly industrial, 
ized countries. Only 5 per cent of the 4 million 
inhabitants lived in urban communities in 
1790; by 1890, with a population of 63 million, 
35 per cent lived in urban territory; and by 
1940 nearly 57 per cent of a population of 132 
million was urban. People were attracted to 
the cities from farms by promises of far richer 
returns than could be wrung from the soil. 
Immigration also swelled the population of 
our cities, reaching its peak in the first decade 
of the twentieth century when nearly 9 mil¬ 
lion aliens, or more than twice the total popu¬ 
lation of the United States in 1790. cnlcrcd lhc 
country. Our cities were not geared to cope 
with such a problem. There was no time for 
planning; the cities just grew. And the slums 
grew with them. 

b. MOVEMENT TO SUBURBS 


As the central cities became crowded and 
uncomfortable, people who could afiord to 
moved away from the centers of congestion. 
The well to do naturally sought the most de¬ 
sirable locations. Therefore, the high-grade 
residential development spread steadily away 
from the center of cities to high ground, along 
lake, bay, river, ocean fronts, where such areas 
arc flood-free and not used for industry, and 
toward sections of the city with open country 
beyond and away from "dead-end’ sections 
limited by natural or artificial barriers to ex¬ 
pansion .* . 

Slums and blighted areas flourish in the less 
desirable physical locations — often on tic 
edges of swamps, in hollows, along industrial 
waterfronts, or along rivers into which refuse 
and sewage arc dumped, or where factories 
and business and commercial establishments 
have taken hold. These arc the places from 
which the wealthy have moved; and the lower 

8. See I loyl, op. eu. 


income groups for the most part have been 
housed in their discarded houses. As houses in 
undesirable areas were vacated, they were not 
destroyed but were occupied by the lower in¬ 
come groups for whom few new houses were 
provided. Since the vacated houses were gen¬ 
erally larger than poor families could afiord, 
they were crudely subdivided into smaller 
units for lower and lower income groups. 

While the escape by those who could afiord 
it from the most objectionable features of city 
living was an entirely natural process, the 
automobile and rapid transit lines accelerated 
(he movement to the suburbs. Developments 
in transportation have increased a 3- to 5-milc 
radius of travel of 25 years ago to a 10- to 15- 
mile radius today. This means that nine times 
as much land has been brought within the 

same time zone. 0 ., . 

The Census of 1940 reveals a rapid sub¬ 
urbanization of our population during the 
preceding decade. Although there was a wide 
variation in the population growth of different 
metropolitan districts, in virtually every in¬ 
stance the central city cither lost population or 
grew at a much less rapid rate than the part of 
die district outside the central city. Cleveland, 
for example, lost 2.5 per cent of its central city 
population and gained 13 per cent in the area 
outside the city from 193 0 10 f l - J- ou,s 
lost 0.7 per cent in the city and gamed 15.7 
per cent outside. Houston was one of the few 
metropolitan districts that showed a large gam 
inside the central city - 3*-5 P« ccnl ~ nU m 
contrast it gained 1 ^7 4 ccnl ou ' su,c ! l * 
city. By showing the 1930-194° P 0 l n, l‘ uon 

changes in 14 widely scattered metropolitan 
districts. Tabic 144 illustrates this nation-wide 

trend to the suburbs. . 

For the country as a whole, the population in 
the central cities of the 14° metropolitan d,s- 
tricts increased between 19 <<* and 1940 by 
2,082.5.4 persons, or 5-. P" cent, "’bde the 

population in the metropolitan dismets out¬ 
side the central cities increased by 2.641.714. 


Lvc an area of a»H...i ,mlcS ‘ 
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Table 144 

Population Chances From 1930 to 1940 in Selected 
Metropolitan Districts 


In the Central City Outside the Central City 


Metropolitan District 

Number of Persons 

Per Cent 

Number of Persons 

Per Cent 

Boston, Mass. 

-10,372 

-*•3 

47.74* 

3* 

Hartford, Conn. 

2 »75 2 

1.2 

28,256 

11.8 

New York, N.Y. 

492,896 

6.2 

29 *,292 

9.8 

Philadelphia, Pa. 

-19.627 

-1.0 

60,948 

6.7 

Baltimore, Md. 

54,226 

6.7 

40,877 

27.9 

Washington, D.C. 

176,222 

36.2 

*07,384 

78.2 

Atlanta, Ga. 

3 X »9 22 

11.8 

35.6*4 

34* 

New Orleans, La. 

35.775 

7-8 

9.378 

26.0 

Houston, Tex. 

92,162 

3*-5 

72,867 

*37-4 

Cleveland, Ohio 

-22,093 

- 2 -5 

38,824 

130 

St. Louis, Mo. 

-5.9* 2 

-0.7 

74.9** 

*5-7 

San Francisco, Calif. 

18,242 

2.0 

99.o*3 

25.2 

Seattle, Wash. 

2 .7*9 

0.7 

2 9. 2 57 

53* 

Portland, Ore. 

3.579 

1.2 

24.099 

3*-3 


Sourer: Federal Homing Administration Hornet in Metropolitan Dutnett. Federal Housing Ad¬ 
ministration, 19.1a. 

Note: The population change is calculated on the basis of the same area in both 1930 and 1940, 
and includes only the nonfarm population. 


or 15.1 per cent. This was not only a larger ab¬ 
solute increase, but a relative increase three 
times as great. 

C. DISPERSION OF BUSINESS AND INDUSTRY 

The outward drift of population from the 
central city has been accompanied by a dis¬ 
persion of the central business districts. Retail 
business, moving closer to the sources of pur¬ 
chasing power, has spread into an ever-increas¬ 
ing number of shopping subccnters. Large de¬ 
partment stores of the downtown districts 
have found it advantageous to establish 
branches in the suburbs. The almost intoler¬ 
able traffic conditions of the downtown dis¬ 
tricts have made the outlying commercial cen¬ 
ters, with their wide parking bays and greater 
convenience, increasingly popular. 

The high cost of land and high tax rates 
within the cities played an important part in 
causing industry to move away. Although the 
war greatly advanced industrial decentraliza¬ 
tion, even before the war a large number of 


new plants had located beyond the limits of 
cities in reasonable proximity to the central 
city labor supply. Many of these were plants 
of new industries although there were also a 
great many new plants of industries which 
had long been located in the central cities. 

d. LAND SPECULATION 

Land speculation and the consequent arti¬ 
ficial increase in land values has heavily con¬ 
tributed to the development of slums or the 
conditions which perpetuate them. Ironically 
enough, many of our efforts aggravated the 
very conditions we sought to alleviate. Zoning 
is a good example. In the second decade of this 
century, we began to take official notice of the 
fact that the unbridled use of land by the indi¬ 
vidual sometimes reacts unfavorably upon the 
community as a whole. The introduction of 
zoning was bitterly fought as a transgression 
against the inalienable rights of private prop¬ 
erty. Controversies ensued which, as often 
happens, gave way to compromises. The sup- 
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port of property owners generally was bought 
in return for generous delineations of land 
that was not restricted against commercial or 
intensive residential use. Property owners 
nearly always exerted their influence in the di¬ 
rection of maximizing the area designated for 
intensive use. Largely as a matter of expedi¬ 
ency, but partly out of ignorance, this pressure 
was yielded to in drafting zoning ordi¬ 
nances. 10 

As a result of this pressure, American cities 
have been generally overzoned for commer¬ 
cial and intensive residential uses. Owners of 
property in areas permitting intensive use in¬ 
terpreted mere permission as a blueprint for 
the future. They rapidly began to build men¬ 
tal skyscrapers, department stores or apart¬ 
ment house blocks on their sites. And, curi¬ 
ously enough, these visions began to be trans¬ 
lated into dollars and cents. Astute appraisers 
began to call them values, and financial institu¬ 
tions began to make loans on these values. 
Landowners adopted a policy of waiting untfl 
the projected intensive use of their land with 
the consequent increase in value would mate¬ 
rialize. They neglected to make improvements 
and devised temporary uses of their land. High 
expectations led to a wild scramble for land; 
the holders, three or four times removed from 
the original purchasers, sat back patiently wait¬ 
ing. Almost anybody could have told them 
after a while that there were plenty of signs 
that their hopes would be blasted, that they 
were just wasting their time. And in 1929 they 
heard the explosions in the security markets. 
But this did not blast their hopes; it merely 
shook them. So they continue to wait, perhaps 
not quite as comfortably or patiently as 1 h 
fore, but still with expectations. 

In order to sustain their illusions, many of 
those who held the land for long-term incre¬ 
ments were willing to pay taxes on valuations 
out of all proportion to their worth. 1 bus, out 
system of general property taxes, with little or 

10. Ernest M. Fisher. "Economic As|»ccis of Zoninj:. 
Blighted Areas, and Rehabilitation Laws.” a paper ifCt-ic 
the annual meeting of the American Economic Association 
in New York City, December 29. . 94 *- 


no relation to the earning power of the prop¬ 
erty, operated to sustain fictitious values. 

High land values in the central sections of 
our cities are among the principal obstacles to 
making our cities attractive places in which to 
live. Even if a builder with great difficulty were 
able to assemble a sufficient plot of this land, 
he would be forced, because of its cost, to de¬ 
velop it at a density comparable to the crowded 
condition which originally contributed to its 
decay. Hence the curious paradox that the land 
that holds a large part of all that is mean and 
sordid in our cities includes some of the most 
expensive locations. 


c. INCREASED MUNICIPAL EXPENDITURES 

Other efforts to improve urban living condi¬ 
tions also accelerated the movement away 
from cities. Some cities widened a few mam 
thoroughfares so that people from the newly 
created suburbs could easily get downtown to 
do their shopping. But these through streets 
also made it easier for people to move out. 
Utilities and services were extended to the 
limits of cities —even though the land within 
the city had not been fully developed - with 
the result that more and more land outside was 
opened up for development. 1 he movement 
away from the central city came at a time 
when the services and functions performed by 
city governments were increasing and calling 
for greatly increased expenditures. The fur¬ 
nishing of many of these services actually en¬ 
couraged those who could best afford their 
higher cost to move away. Industrial plants 
and commercial establishments, as well as 
people, moved to the suburbs.'* But these were 
only physically removed from the city center, 

... "An intensive analysis ..f recent indmirul «Iccen; 
tfjli/jtion anti relocate,. in .be Chicago Ate*, con.uvtcd 
l.v the City Planning Commission. tliK!<•**! that dun g 
the ten years preceding .935 there was a known exodus ci 
.27 manufacturing Concerns I...... corporate UncojO 

various outside points within its in.lustr.al area." 
the past five years alone, over 4.0- net cmplmmcn, op 
|x.riunitks were transferred from «hc city «•• ••» ' "f 31 
as a reM.lt of the excess of .n.lusturs leaving UiKago user 

American Cities.” Amenttn Hcononnc AVi '<"> Sapp^ 
went. March « 94 *- 


4>7 


AMERICA’S NEEDS AND RESOURCES 


for the cities still had to provide services — or 
relief — for their workers, although the plants 
themselves were outside their taxing jurisdic¬ 
tions. 

Thus, the cities were faced with the prob¬ 
lem of raising greatly increased revenue from 
a relatively smaller and poorer population. 
Heavier expenditures were divided among 
relatively fewer and poorer people and 
brought the individual burden almost to the 
breaking point. For urban incorporated places 
over 2,500 population, total government cost 
payments amounted to $27.40 per capita in 
1912 and to $49.18 per capita in I942,‘ J an in¬ 
crease of nearly 80 per cent. For cities over 
100,000 population, 15 the per capita cost of op¬ 
eration and maintenance alone (this excludes 
interest and capital outlays) increased from 
S41.42 in 1926 to $52.85 in 1941, an increase of 
almost 30 per cent in 15 years. For these cities, 
the total cost payments in 1940, including in¬ 
terest and capital outlays, averaged more than 
$60 per capita, varying from a low of $26.11 in 
Charlotte, North Carolina, to a high of Si 11.74 
in New York City. 

The rise in local government cost over a pe¬ 
riod of years is reflected in the trend of net in¬ 
debtedness (gross debt less sinking-fund as¬ 
sets), which increased from $20.74 capi*- 1 
in 1902 to $71.61 in 1922 and to $111.13 in 
1942.'* This shows in a striking manner the ex¬ 
tent to which our cities have failed to meet 
their costs out of taxes. 

3. Attempts to Cope With Slums 
and Blight 

The problems of housing and the develop¬ 
ment of slums and blight arc not new. Nomad 
groups solved their housing problems by peri¬ 
odic abandonment of slums. Elaborate hous¬ 
ing legislation made its first recorded appear- 

1 2. From Statistical Abstract of the United Statet. 
1942. Department of Commerce: Bureau of the Census. 
Governmental Finance/, 1952, anil Finances of Cities liar- 
1111; a Population under 25.000. 1942. 

1 i. financial Statistics of Cities. Department of Com¬ 
merce. 1937; lluri.iu of the Census, financial Statistics of 
Cities. 1940 .<ml 1941. 

14. Statistical Abstract of the United States: Bureau of 
• lie CniMiv Got ernment.il Debt in the United Slates. 1944. 


ance in the Code of Hammurabi about 2000 
b.c. In America we find as early as 1625 a city 
plan for New Nethcrland (New York City) 
which had been prepared in Holland to pro¬ 
vide for the layout of the city, as well as for 
regulations as to lot size, height of buildings, 
space between buildings and size of kitchens. 
Intermittendy, various laws were passed to 
regulate housing, usually as a consequence of 
epidemics, fires or the collapse of buildings. 
The first extensive act dealing with tenements 
was passed in New York in 1867. This act, as 
well as most others passed subsequently in 
New York and other cities, failed to deal ef¬ 
fectively with the problem. 

a. PUBLIC HOUSING 

The earliest concentrated attack upon slums 
and blight in this country was by the federal 
government under the National Industrial 
Recovery Act of 1933. Before that, the only ef¬ 
forts were a few isolated projects and a small 
number of loans to limited-dividend com¬ 
panies by the Reconstruction Finance Cor¬ 
poration; actually, only one such project was 
built in a cleared slum. The Public Works Ad¬ 
ministration Housing Division was set up to 
carry on a program of slum clearance and to 
build houses for low-income families. Under 
this program, a total of 56 projects containing 
24,500 units were constructed, of which 7 proj¬ 
ects, with 3,100 units, were built with loans to 
limited-dividend corporations. The remainder 
were built by the government and were fed¬ 
erally owned. As of December 31, 1945, 9 proj¬ 
ects with 2,800 units were still being operated 
by the federal government in localities where 
there were no local housing authorities, and 40 
projects with 18,800 units were leased to local 
housing authorities. 

This method of direct federal government 
operation was replaced by the provisions of 
the United States Housing Act of 1937, which 
provided for a system of loans and annual con¬ 
tributions to local housing authorities to enable 
localities to carry out their own programs of 
slum clearance and building. This act did not 
require that new projects be placed on slum 
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needed for war purposes; construction of 20,- statute (limited to Baltimore City), 
aoolow-rennmits was suspended for the dura- by Wisconsin, Kansas (effectively l.m. «1 to 
Tn but will now be buih as soon as the sup- Wichita and 

ply of labor and materials permits. lively limned to St. Louis) and Indiana. > c 

P These operations of the federal government J crS ey followed with stmtlar legislation if 

at the timifthey were undertaken had the dual ,944, and there were many urban 'edevelop- 

purpose of eliminating bad housing conditions men , proposals before state legislatures in 

and furnishing employment. The PVVA hous- 1945. .. 

ing program was initiated primarily to stimu- While these acts vary in detail, they arc all 
late Employment opportunities at a time of essentially enabling acts authorizing the cr - 
Iku^ unemployment^ while the United States lion of private development corporations for 

Housine Act was passed, as stated in its pre- lh c purpose of acquiring land in slum ana 
amble " . . for the elimination of unsafe and blighted areas and constructing and operating 
insanitary housing conditions, for the eradica- dwelling accommodations and appurccrum 
tion of slums, for the provision of decent, safe, commercial facilities in such areas. Projects 
and sanitary dwellings for families of low in- arc authorized to be undertaken with the as- 

come, and for the reduction of unemployment s j s tancc of certain public powers, privileges 

and the stimulation of business activity. ...” an d exemptions, but subject to certain limita- 
Thc emphasis has shifted from a works pro- lions an d regulations and to supervision by 
gram to an accomplishment of the objective of pubIic bodies. All of the state laws provide as- 
seeing that every American family which can- s j slancc through the power of eminent Uo- 
not otherwise afford it has a decent place to ma ; n> authorizing cither the exercise of the 
| ivc power by the redevelopment corporations or 

by municipalities in their interest. Over halt 
b. redevelopment acts t h c | aws authorize some form of tax cxemp- 

Beginning in the early .95°'’. « in - >i°" ° r exemption from ln«eaicxl "" Cl " 
crcasingly recognized that the blight at the cen- £ or ta x purposes. Some of the l.m salso | ro 
ters of cities had important economic imphea- vid c for public assistance in ^rn.shngsrc . 
tions as well as social ones. Slums and bl.gln pjrk s, an d other public works and Ud. e . 
were spreading like a malignant growth. Up unti l ,945 there had been no construe it 
threatening the values and the soeial des.r- un d er any of the redevelopment corporation 
ability of surrounding properties. Something acIS , although one project had reac hedan at - 


had to be done. 

Various attempts at voluntary neighborhood 
replanning were made, but these were futile. 
This experience demonstrated the need for lc- 

15. This program is now bring administered by the 
Federal Public Housing Authority. 


acts, aiuiuuLii |-1- . . 

vanccd planning stage. Many of the difficulties 
of operations of urban redevelopment cor- 

,f>. Compjratire Analyul o\ the Pr.ne.fvl /Vo. r«o«/o/ 
,hr Shiir Urban development Corf.,,anon /-»«•*. Ofluc 
„( .hr General Counsel. National I lousing Agency. |unc «. 

* 944 > 


4*9 


AMERICA’S NEEDS AND RESOURCES 


porations arc well illustrated in connection 
with the initiation of this project. 11 

C. FEDERAL AID TO URBAN REDEVELOPMENT 

In addition to the state redevelopment cor¬ 
poration acts, there have been a number of 
proposals for an approach to a solution of the 
problem of central city blight through federal 
assistance to localities for the assembly and 
writing down of high-cost slum land. 1 * 

Two of these proposals resulted in specific 
legislation introduced in the first session of the 
78th Congress. The first of these was the Han- 
sen-Grccr proposal, which is found in the 
Thomas bill. The second was the Wagner bill, 
based on the Urban Land Institute proposals. 19 
While these two bills represented a synthesis 
of informed opinion at the time they were pre¬ 
sented, no hearings were held on cither of the 
bills, nor were they reintroduced in the 79th 
Congress. 

These bills differed in detail but agreed on 
certain basic points: 

(1) Federal loans to localities for the public pur¬ 
chase of land in slum and blighted areas, the 
granting of loans to be conditional upon a 
comprehensive master plan and effective lo¬ 
cal controls over land use 

(2) The revaluation of the purchased land 
through federal subsidy, the value of the 
land to be determined by its value in use and 
without regard to its cost 

17. See Ch.irlcs Abrams. "Walls of Stuyvcsant Town." 
The Nation. March 24. 1945 . PP- 3*8-30; and "Proposed 
Post-War Housing Project." Architectural Record, June 
1943 . P- >6. 

18. Sec Hansen and Greer, op. cit.: Handbook on Urban 
Redevelopment for Citiei in the United State/. Federal 
Housing Administration. 194«: Outline for a Legislative 
Program to Rebuild Our Cute/. Urban Land Institute. 
1942: A Propoial lor Rebuilding Plighted City Area/. Na¬ 
tional Association of Real Estate Boards. 194a: Charles 
Aschcr. Better Citie/. National Resources Planning Board. 
1942; “Report of the Committee on Urban Rolcvdop- 
ment of the American Society of Planning Officials.” in the 
proceedings of the National Conference on Planning, 
1942: and "A Summary of Stu*I ks and Proposals in the 
U.S.A. on Assembly of Land for Urban Development and 
Redevelopment." Urban Development Division. National 
Housing Acency. September 1944 (mimeographed). 

19. S. 953. introduced April 2. 1943 bv Senator Thomas 
of Utah, cited as the "Federal Urban Redevelopment Act 
of 1943"; and S. 116;. introduced June 4. 1943 by Senator 
Wagner of Ness- York, cited as the “Neighborhood Rc- 
drVi lopmcnt Act.” 


(3) Leasing or sale of the land to private and 

public agencies for redevelopment with 

large-scale neighborhood projects 

In 1945, the Wagner-Ellender-Taft bill (S. 
1592) was introduced. This bill was drawn on 
the basis of extensive hearings before the Sen¬ 
ate Subcommittee on Housing and Urban Re¬ 
development of the Special Committee on 
Post-War Economic Policy and Planning and 
the Senate Banking and Currency Committee. 
Title VI of the bill provided for federal as¬ 
sistance to localities in the acquisition of slum 
areas, their preparation for redevelopment, 
and in the writing down of the land cost to its 
value in appropriate use. The funds that the 
bill provided, $500 million in loan funds and 
$20 million yearly in contributions, were ad¬ 
mittedly small and would have made possible 
little more than a demonstration program. 
This bill passed the Senate with hardly a dis¬ 
senting vote but failed to come to a vote in the 
House, when it adjourned before adequate 
hearings were held. Undoubtedly the bill will 
be reintroduced during the sessions of the 80th 
Congress. 

Attention should be called to the fact that, 
as evidenced in the Wagner-Ellender-Taft 
bill, thinking on urban redevelopment has un¬ 
dergone important changes. The first of these 
concerns the federal interest, which is now 
conceived to extend only to the clearance of 
residential slums together with commercial 
buildings generally found in such neighbor¬ 
hoods. This is a narrower concept of urban re¬ 
development than envisioned in the earlier 
bills. 

The second important change is concerned 
with the use of annual contributions by the 
federal government to finance the deficits in¬ 
volved in writing down land values rather 
than the use of long-term federal loans. Ac¬ 
tually, both forms of assistance arc necessary. 
Where land is to be resold, it is best to finance, 
or write off, the deficit over a period of years 
bv annual contributions. Where land is to be 
leased, it would be possible to use long-term 
federal loans. 

Finally, the bill forthrightly recognizes the 
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problem of rehousing families displaced from 
sites that are to be cleared. Before any rede¬ 
velopment is undertaken there must be (x) a 
plan for the temporary relocation of displaced 
families, and (2) decent, safe and sanitary 
dwellings available or being provided at rents 
within the reasonable ability of the displaced 
families to pay. 

Broad support has developed for a program 
of urban redevelopment. It could readily be an 
important factor in our postwar economy. The 
longer it takes, however, to formulate a posi¬ 
tive and comprehensive program, the more 
difficult will be the job. The danger is that, if 
close-in land is not available, the building in¬ 
dustry will build on the outskirts of cities and 
thus further accentuate the problem of urban 
decay. 

4. Urban Redevelopment in Operation 

Almost all agree that something must be 
done about our cities. However, there arc di - 
ferent approaches as to what should be done. 
Some of these differences arc more matters ot 
emphasis than opinion. 

Comprehensive planning, it is generally 
agreed, must precede the initiation of an ur¬ 
ban redevelopment program. The planning 

should be on a large scale, applying not only to 
the corporate limits of cities but to the whole 
metropolitan area. Although tax rates and mu¬ 
nicipal services may change abruptly at arti¬ 
ficial political boundaries, all the residents of a 
metropolitan district arc part of a single urban 
organism, whether they occupy an apartment 
downtown or a house in the suburbs. What- 
cver is done anywhere in the metropolitan area 
affects all of its residents directly or indirectly. 

Urban redevelopment must be accom¬ 
plished in accordance with a master plan in or¬ 
der to avoid repeating many of the mistakes 
of the past. The principal job of planning is 
that of the local planning agencies, but broad 
citizen interest and participation arc needed u 
we arc eventually to have the kind of cities 
we all want. 

It would be desirable, but probably not feasi¬ 
ble, to have at the outset a complete blueprint 


of the entire redevelopment process. At the 
very minimum, there should be a designation 
of areas to be acquired and a general distribu¬ 
tion of land uses within the areas. These areas 
and their uses will, of course, have to be inte¬ 
grated into the community in relation to trans¬ 
portation, education, recreation and other fa¬ 
cilities. 

When an area is acquired, its redevelop¬ 
ment should be subject to rigid municipal con¬ 
trol over land use and density of development. 
The locality should, of course, sec that all nec¬ 
essary municipal services and facilities arc 
present. 

a. REBUILDING CENTRAL CITIES 

Certain groups tend to emphasize the re¬ 
building of central cities as the major aspect of 
urban redevelopment. ’I his is an attempt to 
halt the flight to the suburbs, to reconstitute 
the central city on a sound financial basis and 
to stabilize and protect central city realty 
values. The principal argument of this group 
is that if we can again make the city an attrac¬ 
tive place in which to live wc can lure back 
many of the higher-income families from the 
suburbs. 

They visualize a renascence of cities as places 
in which to live and work. Old and dilapi¬ 
dated structures in slum and blighted areas 
would be ripped out; the areas would be re¬ 
planned, and the outmoded gridiron street 
pattern replaced with drives and service streets 
functionally designed and following the con¬ 
tours of the land. Many unneeded old streets 
would be vacated and turned into open space 
for playgrounds or gardens. 

The Chicago City Plan Commission has 
published a proposal 20 for rebuilding three 
areas in Chicago. One of these, the West Side 
Neighborhood Plan, provides an example of 
central city redevelopment. '1 he West Side 
forms part of a U-shaped blighted area sur¬ 
rounding Chicago’s downtown district. Pre¬ 
dominantly residential in character, it contains 
1.274 residential structures with 3.839 separate 
dwelling units housing 11,313 Persons. '1 his is 

20. Rebuilding Old Chicago. Oci«l.cr ioji. 

4 2I 


AMERICA'S NEEDS AND RESOURCES 


an old area in which 40 per cent of the struc¬ 
tures were built before 1885 and 89 per cent 
before 1895. Most of these old buildings were 
originally designed to house one family, but 
they now house an average of three families, 
in some cases one family per room. Sanitary fa¬ 
cilities are wholly inadequate; over half the 
dwelling units are in substandard structures, 
and a fifth are in structures needing major re¬ 
pairs or that are unfit for use. Once a well-to-do 
residential neighborhood, the area is today 
characterized by buildings that are too close to¬ 
gether and by rear dwellings along the alleys. 
It is a drab and monotonous conglomeration 
of firetraps, with back yards inadequate as play 
spaces and land wasted in alleys. Though it 
has no adequate through-traffic arteries, it has 
dangerous intersections. The median assessed 
value of the residential structures in the area 
is $r,200, while the value of the land ranges 
from $30 to $150 per front foot.* 1 

It is thought important to retain the residen¬ 
tial character of the area. However, the exist¬ 
ing buildings are so old and obsolete that, if the 
area is to be put back on its feet economically, 
large-scale neighborhood replanning and com¬ 
plete rebuilding are necessary. 

The proposed plan for the redevelopment of 
the area would close unnecessary streets and 
canalize most of the traffic along its bounda¬ 
ries. Shopping centers would he located at ma¬ 
jor street intersections. Some nonresidential 
buildings would be retained because of their 
value. Only one quarter of the area would be 
covered by buildings. Adequate playgrounds 
and play areas for various age groups would 
be distributed throughout the neighborhood. 
The residential structures would consist of 
four-story apartment buildings, garden apart¬ 
ments anti row houses. The last type, each 
having its own heating unit and front and 
rear yard, could cither be rented or sold. 

The average dwelling unit in the redevel¬ 
oped area would cost $4,500, and the land cost 
would he $1,275, making a total of Ss.775. h is 
estimated that the average monthly rent based 
upon this development cost would he $68.50, 

21. Tlic 25 foot lot is typical of old Chicago. 


or $18.25 a room. If it is assumed that rent is 
20 per cent of income, the dwelling units in 
this area would be appropriate to a family with 
an average income of $4,100 a year. Even if 
the value of the land were written down to 
zero, which would eliminate debt service on 
the land, the monthly rent would be about $60, 
appropriate to families with $3,600 income. 

This plan would bring great economic ad¬ 
vantages to Chicago. A decayed section of the 
city largely made up of run-down and out¬ 
moded houses would be replaced with a shiny 
new neighborhood, developed in accordance 
with the most advanced notions of land and 
house planning. In place of low-valued proper¬ 
ties, many of them tax delinquent,** would be 
dwellings of substantial value occupied by a 
much higher income group. The tax base, and 
consequently the income, of the city would be 
greatly enhanced. 

b. PREPARATION OF LAND FOR RE-USE 

There arc, however, other groups who seri¬ 
ously question the emphasis upon urban re¬ 
development as a rebuilding of the central 
city in the hope of attracting higher income 
groups back from the suburbs. First, they ask 
if, in reality, the deterioration of the central 
city is the principal cause of the flight to the 
suburbs. Might it not "be partly attributable 
to a sense of freedom from the restraints for¬ 
merly imposed by restricted modes and facili¬ 
ties of transport? Fashion and custom exert 
strong influence upon modes of living. It is 
fashionable to move on out.”* 3 

These groups also question whether the 
trend toward decentralization is undesirable. 

It is interesting to point out that most of the 
evil conditions which urban rebuilding is ex¬ 
pected to correct arc attributed to decentralization 
— a phenomenon we have come to consider an 
automatic and inevitable feature of city growth 
and development. The enemy is identified as the 
hostile and sinister tendency of people to fly to the 

22. In a sample area studied, it was found that 51 per 
cent of all properties were tax delinquent, and half of 
these, or 25.5 per cent, had accumulated eight years or 
more of unpaid taxes. 

23. Fisher, op. at. 



suburbs and the peripheral fringe areas, 
are told that the vicious public enemy who cre¬ 
ates most of our urban problems is decentraliza¬ 
tion. But when we examine the listed social ob¬ 
jectives of urban redevelopment — to be rid of 
noise, dirt and odors and to make life safe and 
healthful —we discover an interesting thing. We 
may use each and every one of them as argu¬ 
ments which support the idea that decentraliza¬ 
tion is beneficial. ... In other words, the sub¬ 
urban trend docs not appear to be the real enemy. 
The flight to the fringe is itself a method of 
achieving, in part, many of the social objectives of 
urban rebuilding. 24 

This approach leads readily to a re-examina¬ 
tion of the nature of the urban community, its 
organization and its functions. Why, it is 
asked, should we retain the existing, perhaps 
outmoded, form? The basic structure of our 
cities is obsolescent, and cannot be corrected 
by restoring or patching up. We must design 
and build anew. No good reason exists for con¬ 
centrating so many urban functions at the cen¬ 
ter. They could be performed more efficiently 
and economically if spread over the whole 
metropolitan area. It is argued that we should 
stop thinking of the city and the suburbs as 
separate entities. The solution is to integrate 
the city with the countryside rather than at¬ 
tempt through competition to lure suburban¬ 
ites back to the central city. 

The land acquisition phase of urban rede¬ 
velopment is concerned primarily with the 
eradication of slums and blight. 1 he new uses 
of the land must be predicated upon the great¬ 
est social good. Residential buildings, it is con¬ 
tended, should not be erected on cleared slum 
sites if they arc placed there merely to obtain a 
recovery on the land or to bolster a commu¬ 
nity’s tax rolls. When residences arc con¬ 
structed on cleared slum areas, the sites must 
be the logical ones for such development in re¬ 
lation to the income groups for whom the 
houses arc intended, to employment centers 
and transportation facilities. Actually, in many 
cases it may be far better policy, and involve 
much less social cost in the long run, to level 

*4- Frederick M. Babcock, "The Objective* of Urban 
Redevelopment,” a *peech before the Mori^c Banker* 
Allocution in Chicago, Illinois, October I, I94 2 - 


slums and leave permanent open spaces for 
parks and playgrounds, while residential or 
commercial buildings are reconstructed on va¬ 
cant land in some other location. 

The experience of public housing is a very 
good example of a policy which forces the re¬ 
building of structures on cleared slums. The 
formula under which the low-rent housing 
program operated under the United States 
Housing Act required, in effect, that when a 
slum area was purchased it be rebuilt with a 
low-rent housing project. Slum clearance and 
rehousing of families were both part of a sin¬ 
gle operation. Two things happened. First, as 
far as possible only those slum sites were se¬ 
lected which could properly be used as loca¬ 
tions for low-rent public housing. This left 
many of the very worst slums in our cities un¬ 
touched because they were not the proper loca¬ 
tion for rebuilding. Second, some mistakes 
were undoubtedly made in the location of low- 
rent housing projects as a result of trying to 
accomplish both the clearance of very bad 
slums and the building of new housing in the 
same location. 

An urban redevelopment program that com¬ 
pletely divorces land acquisition from recon¬ 
struction would eliminate the restraints upon 
public housing. Any land cleared would be 
available for the most appropriate type of de¬ 
velopment. Public housing could then be built 
in locations which would best meet the needs 
of low-income families, rather than being lim¬ 
ited to particular sites. 

Although public housing is a good example 
because it has accomplished the only large- 
scale slum clearance to date, the same principle 
applies to private development. Private build¬ 
ers would want to be free to select within the 
framework of a master plan the best location 
for the type of development they plan to un¬ 
dertake. This means that slum areas would not 
be selected for clearance merely because they 
arc adapted to a particular type of redevelop¬ 
ment, but that we would do away with all ex¬ 
isting slum areas and devote the land to its 
best use. 

As far as possible under this plan, we would 
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try to retain all that is good in the central city 
and cut away all that is bad. 

We would rebuild in places where the old city 
happened to fit in with the new city. In other 
words, we wouldn’t be rebuilding; we would 
merely be preparing land for building. We will be 
seeking to create an economic and social environ¬ 
ment in which the ordinary man has a richer 
life. 25 

C. PROBLEMS OF URBAN REDEVELOPMENT 

Many people question whether the redevel¬ 
opment of central cities would be worth what 
it would cost. They wonder if the price to 
present property owners is justified. They 
point out that the scarcity of urban land is be¬ 
ing rapidly converted to a surplus because of 
the greater quantity of land brought within 
the urban sphere by the automobile. If we wait 
a short while, they argue, central city land can 
be bought much more cheaply than at present. 
Why should inflated prices be paid in order to 
have action now? 

Urban redevelopment is also criticized as an 
unrealistic program. It is questioned whether 
Congress will appropriate billions of dollars of 
outright subsidy to present owners, when these 
funds would not be used directly to provide 
jobs. This argument has validity, but it is still 
true that, if the barrier of high land cost were 
removed, building would probably go ahead 
on a large scale in the centers of the cities, 
and provide jobs. Obviously, if central city 
land were in price competition with outlying 
land at a reasonable differential because of lo¬ 
cation. 2 ® vve could expect large-scale construc¬ 
tion in the central cities. This activity, how¬ 
ever, is by no means certain, because people 
may still prefer to live in the suburbs. If urban 
redevelopment is to succeed both as a slum 
clearance program and as a means of stimulat¬ 
ing investment, specific aids for both private 
and public construction will probably have to 
be coordinated with any urban redevelopment 
legislation. 

25. Ibid. 

:(. This would mean a difTcrcnii.il in land value which 
would permit a parity between central city and suburban 
rentals. 


Provision must be made for rehousing fami¬ 
lies living in the slum areas to be cleared. 
Many recent proposals cither disregard this 
problem altogedier or blithely assume that in¬ 
comes will be so high and housing costs so low 
in the postwar period that everyone can af¬ 
ford a dwelling in redeveloped areas of the 
central city. This is unlikely. A large propor¬ 
tion of the families who lived in cleared slums 
will not be able to afford the lowest-cost pri¬ 
vately produced house. Hence, if urban rede¬ 
velopment is to accomplish its purpose, legis¬ 
lation should require that dwellings actually 
be available for displaced families prior to any 
site acquisition and clearance. This would 
mean in practice that families unable to afford 
the lowest rent charged by private enterprise 
for standard accommodations must be pro¬ 
vided with subsidized public housing. To ac¬ 
complish this, local housing authorities would 
have to be provided with adequate funds and 
required by statute to rehouse displaced low- 
income families. 

Some people arc frightened by the extent to 
which control would be centralized in the 
hands of the few who would make up the land 
acquisition agencies in the various communi¬ 
ties. The effect of the operations of these agen¬ 
cies would not be limited to the particular 
slum areas they might acquire, but might af¬ 
fect property values in any or all parts of a lo¬ 
cality. This broad power might be abused un¬ 
less carefully safeguarded. 

Many see in urban redevelopment of the 
central city a visionary and hopeless proposal 
— one that could not reasonably be expected 
to be made effective in the foreseeable future. 
This group would attack the urban problem 
through concentrating effort on a few funda¬ 
mental reforms that would go a long way 
toward solving many of our most pressing 
needs. They would push for more realistic po¬ 
litical subdivisions instead of our present sys¬ 
tem of artificial city limits. They believe that 
local revenues should be derived from some 
base other than real property. They would re¬ 
vise outmoded building codes. They would at¬ 
tempt to reduce financing costs and to cut 
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building costs drastically through elimination 
of monopolistic practices and speculative 
wastes. They would agree, however, that these 
measures would not provide the final answer, 
and that a complete metamorphosis of our 
whole urban structure would be much more 
desirable in the long run. 


5. An Urban Redevelopment Procram 

Some sort of concerted attack on the prob¬ 
lems of our cities will probably be made in the 
future. Nearly all agree that federal aid in land 
acquisition is essential to the realization of an 
effective program. But it is difficult to forecast 
now the form and extent of such aid. Accord¬ 
ingly, the volume of actual construction activ¬ 
ity that will result from urban redevelopment 
in the next few years is highly uncertain. 

Urban redevelopment under the state rede¬ 
velopment corporation acts is not apt to be of 
great significance to the economy as a whole. 
These acts have been passed in only xo states, 
and are often effectively limited to one city. In 
addition, should federal legislation have a rea¬ 
sonable chance of passage, it is likely that proj¬ 
ects to be developed under the corporation 
acts would wait upon the greater benefits that 
the federal legislation would probably confer. 

The purpose of an urban redevelopment 
program is to provide a satisfactory environ¬ 
ment for family life. This means that it would 
include not only housing but also facilities for 
the everyday recreational, shopping, educa¬ 
tional and protective needs of the population. 
The program whose costs arc estimated here 
docs not include facilities used by a number of 
neighborhoods or by the city as a whole, such 
as bridges, tunnels, intcrurban terminals, air¬ 
ports, hospitals, general public administration 
buildings and high schools. It is concerned 
. jty with residential neighborhoods. Essen- 
"*y an extension of the housing program 
0U ‘ nct * * n Chapter 8, it supplements and 
completes the remedies suggested there by 
equally necessary site and other nonresiden- 

ual “improvements. 

is neighborhood redevelopment program 
3VCS unt °uchcd the rural part of the pro¬ 


gram outlined in Chapter 8, but concentrates 
solely on the urban area as there defined, which 
includes all metropolitan areas. It would result 
in the elimination of all urban slums and 
blighted areas. But the rebuilding would not 
all be done on the old areas as contemplated 
by the extreme “centralizers," nor would it all 
be on vacant ground as urged by the extreme 
“decentralizcrs.” An intermediate prospect is 
likely, with a part of the slums and blighted 
areas turned into permanently open space, and 
a part of the rebuilding done on vacant land. 

Each new neighborhood, whether on old or 
vacant land, would be planned as a unit. Local 
streets and sidewalks would be designed for 
maximum amenity and efficiency, and other 
utilities would be installed where they arc not 
already present. Play areas, service buildings 
and other nonresidential facilities would be 
sufficiently numerous and properly distributed 
to fill the needs of the neighborhood. Existing 
facilities would be utilized as much as possible. 
In estimating the extent of the program, it has 
been assumed that the total number of dwell¬ 
ing units built would equal the number torn 
down, although they would not necessarily be 
in the same location. Even where a like num¬ 
ber of units were rebuilt on cleared sites and 
gross densities remained the same, net densities 
would be greatly improved through better 
land planning. Oj>cn space would be so ar¬ 
ranged as to provide adequate light, air and 
recreation areas for the inhabitants. 

In short, the program would provide every 
urban family with an acceptable standard 
dwelling in attractive, quiet and healthful sur¬ 
roundings. Schools and shops would be close 
at hand. Safe play areas for children and con¬ 
venient recreation and communal facilities for 
all ages would be provided. 


a. MAGNITUDE OF PROGRAM* 

The size of the program depends on the 
number of persons and dwelling umts m 

27 The estimates which follow <h> no, attempt: to. fore; 

***** ioU'blc capital 

^.lavs tn ,e.levcl..pn,cnt so tha, can be cast m 

r a "ce She, future tuc.s .m.l — 
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slums and blighted areas. The number of 
dwellings determines the extent of site im¬ 
provements and nonresidential facilities. A 
total of about 23.7 million dwelling units were 
located in urban areas in 1940. The number 
of substandard units and their classification as 
indicated in Chapter 8 were as follows: 

Number of substandard units 8,391,079 

In substandard blocks: need to be 
replaced 5.865,653 

Outside substandard blocks 2,525,426 

Need to be replaced 9*0,793 

Can be rehabilitated *>614,633 

Of all the substandard units, it was therefore 
estimated that nearly 6.8 million need to be 
replaced and that about 1.6 million could be 
rehabilitated. 

These estimates were based on a concept of 
housing needs in which the dwelling was con¬ 
sidered apart from its neighborhood. In this 
chapter, dwelling and neighborhood arc 
treated as an integrated unit. Hence it becomes 
necessary to eliminate dwellings whose only 
deficiency may be their environment. In Chap¬ 
ter 8 the existence of clusters of substandard 
housing was regarded as evidence of deterio¬ 
ration of the whole area; and when most of the 
dwelling units in a block were found to be 
substandard, it was assumed that all units 
should be replaced in order to bring the block 
up to standard.” 

In this chapter, large clusters of substandard 
houses arc treated differently from small clus¬ 
ters. Where a number of substandard blocks 
arc contiguous or in close proximity to each 
other, the whole neighborhood is judged to be 
in need of redevelopment. Frequently “is¬ 
lands" of above-standard blocks arc found in 
these concentrated areas of substandard hous¬ 
ing. Some of the houses in these islands may 
already have been classified as requiring re¬ 
placement and others as needing rehabilita¬ 
tion. but many arc physically acceptable. 

In some cases, substandard blocks arc “is¬ 
lands" in otherwise satisfactory neighbor- 
hoods. Both the good and bad dwellings in 

- V Sr Chapter S. section 4b. 


such blocks would, of course, be replaced, but 
only a minimum of new nonresidential facili¬ 
ties would be needed because the general char¬ 
acter of the neighborhood is satisfactory. 

Of the almost 5,866,000 dwelling units in 
substandard blocks, 4,310,000 are in concen¬ 
trated substandard areas. A further 930,000 are 
in above-standard blocks in these substandard 
areas.” Thus, a total of 5,240,000 dwelling 
units arc found in our larger and more exten¬ 
sive slums and blighted areas, and 1,555,000 in 
smaller areas of deterioration. The entire 
6,795,000 units in both types of areas would be 
torn down and replaced under a redevelop¬ 
ment program. 

The replacement of 930,000 units in above¬ 
standard blocks in slum and blighted areas ne¬ 
cessitates a revision of the program outlined in 
Chapter 8 for the 2,525,000 scattered substand¬ 
ard units, of which almost 911,000 were sched¬ 
uled for replacement. It is estimated that 133,- 
000 of these units arc located in satisfactory 
blocks in substandard neighborhoods, and 
consequently will be shifted to the slum clear¬ 
ance program. The remaining 778,000 now 
constitute the number of scattered replace¬ 
ments. 

Similarly, it was estimated in Chapter 8 that 
about 1,615,000 of the scattered substandard 
units could be rehabilitated. However, 278,- 
000 of these arc located in satisfactory blocks in 
substandard neighborhoods, and consequently 
will have to be replaced under a redevelop¬ 
ment program. The remaining 1,337,000 now 
constitute the number to be rehabilitated. 

The following tabulation summarizes the 
housing program as revised by these consid¬ 
erations: 


Units to be replaced 7 . 573. 000 

Intensive area replacement 6,795,000 

In concentrated areas 5,240,000 

In isolated substandard blocks 1,555,000 
Scattered replacement 778,000 

Units to be rehabilitated *>337>ooo 


29. Forty-four per cent of these units arc substandard. 
The blocks arc above standard by definition, since less than 
50 per cent of the units in them arc substandard. See Ap¬ 
pendix as. 
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be much more extensive or costly than the 
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program designed to meet housing needs. 

b. COST OF PROCRAM 

The estimate of cost given here includes the 
meeting of all urban housing needs as out- 


Site Improvements 

The cost of site improvements in concen¬ 
trated redevelopment areas is estimated at $450 
per family. These improvements include oca 
streets (i.e., two-way-traffic streets and local 


directly”result in capital formation and is not vaged when the redcvelopm nt 
part of the investment and employment-creat- on a built-up sue 

ing aspects of urban redevelopment. No at- As 3 W» ° ‘ rfted ubstandard 

temp, is made to allocate the various costs as placed are located 

between private enterprise and government, areas, sue improvement ,n such ^5 

federal nr local per unit would cost S2,358,000,000. 

federal or local. whcrc on l y blocks arc redeveloped, stteun- 

Site Acquisition 

It would cost an estimated $16 billion (on 
the basis of prewar values) to acquire all land 
and buildings in residential slum and blighted 
areas in the United States.' 0 This estimate cov¬ 
ers all residential structures together with such 
neighborhood commercial and light industrial 
units as arc generally found in such areas. It 
would not include land and structures used for 
heavy industrial purposes, any part of central 
business districts or any publicly owned land 
or buildings. 

The total acquisition cost consists of about 
$11.5 billion for large-scale redevelopment 
areas, $3 billion for individual slum blocks and 
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nearly $1.5 billion for scattered units. 

An urban redevelopment program would 
naturally concentrate on the first two cate- 
30 * See Appendix 26 for bas'n of this estimate. 


provements are estimated at S300 per family. 
Since 1.555,000 units stand in isolated deterio¬ 
rated blocks, the cost of replacing these would 
amount to $467 million. 

For the 778,000 scattered substandard units 
located outside concentrated urban redevelop¬ 
ment areas, site improvement cost is estimated 
at S100 per family. No allowance is made lor 
site improvements of the type mentioned 
above in the case of these 77S.000 scaitcicd in¬ 
dividual substandard units, because improve¬ 
ments would be confined almost solely to the 
structures themselves. 

If one third of the units are bu.lt on outlying 
vacant land, site improvement co-t will in¬ 
crease because of the lessened possibility of us¬ 
ing existing facilities. In addition to this some 
site improvements arc required even if the ac¬ 
quired close in area were turned into peima- 
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ncnt open space. It is estimated that the cost of 
site improvements would increase by $800 mil¬ 
lion if only two thirds of the cleared slum 
areas were rebuilt with residences. In making 
this estimate, it is assumed that all building on 
outlying vacant land would be in the form of 
large-scale developments. 

Thus, site improvements would cost a total 
of S2.8 billion, assuming that all units were re¬ 
placed on cleared sites. They would cost $3.6 
billion if part of the program were decentral¬ 
ized by reconstructing one third of the new 
housing on outlying vacant land. 

Nonresidential Facilities 

Nonrcsidential facilities include all those 
customarily found in neighborhoods or sec¬ 
tions of communities: post offices, employ¬ 
ment offices, small banks, fire stations, police 
precinct stations, local shopping centers and 
community and recreation buildings. Schools 
and health clinics arc excluded because they 
have been estimated elsewhere in this survey. 
No allowance is made for the cost of movie 
theaters, which arc also a part of neighborhood 
facilities, because it is assumed that nearly all 
of those in existence can be salvaged and also 
because it is difficult to allocate the entire cost 
of such structures to particular neighborhoods. 

It is estimated that for every too families in 
a neighborhood, 100 frontal feet of street space, 
60 feet deep and two stories high, would be re¬ 
quired to house the facilities indicated above. 
This assumes efficient use of land and type of 
structure. On the average, the cost of these fa¬ 
cilities is estimated at approximately 40 cents a 
cubic foot, or $500 per family. This estimate of 
cost is based on the assumption that no salvage 
of isolated commercial or service buildings 
would be possible, but that there would be a 
one-third salvage of shopping centers and of 
such public buildings as police stations, fire 
stations, etc. It is assumed that schools of ac¬ 
ceptable standard would not be torn down to 
conform to the neighborhood plan, but that 
the plan would be adapted to the location of 
such existing schools. 

It is estimated that an additional S50 per 


family should be allocated for improvements 
and equipment necessary for neighborhood 
parks and playgrounds. Thus, with 5,240,000 
units to be replaced in concentrated redevelop¬ 
ment areas, the total cost of nonresidential fa¬ 
cilities in these areas at $550 per family would 
be $2,882,000,000. 

Where only individual blocks are redevel¬ 
oped, there would naturally be less in the way 
of nonrcsidential facilities. Some commercial 
and service space would undoubtedly be pro¬ 
vided, as well as a certain amount of play 
space. The cost of these items is estimated at 
$125 per dwelling unit for the 1,555,000 units 
located in isolated deteriorated blocks, or a 
total of $194 million. 

In a program that would replace only two 
thirds of the dwellings on die cleared slum 
sites, the total cost of nonrcsidential facilities 
would rise, because there would be no salvage 
of existing facilities in the case of the dwellings 
constructed on outlying vacant sites. Further¬ 
more, it is assumed that the building on vacant 
land would be large-scale development. Ac¬ 
cordingly, all necessary facilities would be pro¬ 
vided, whereas only a minimum would be 
provided in the case of individual block de¬ 
velopment in the central area, and none at all 
in the case of scattered replacement. It is esti¬ 
mated that the increased cost of nonresidential 
facilities in such a program would be $800 
million. 

The total cost of nonresidential facilities in 
an entirely centralized program would be $3.1 
billion, as against $3.9 billion in a program 
that would replace two thirds of the units on 
cleared slums and build one third of the new 
units on outlying vacant land. 

c. SUMMARY OF HOUSING AND REDEVELOPMENT 
COSTS 

The entire urban housing replacement, re¬ 
habilitation and redevelopment program can 
now be summarized. With a completely cen¬ 
tralized redevelopment program, it would 
cost $49.7 billion to eliminate all our urban 
residential slums and blighted areas and to 
provide every family living in urban areas in 
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Table 145 

Estimated Cost of i 5 -Yea R Program for Urban Housing Replacement, 
Estimated r^amutatiom and Redevelopment 

(In Billions ) _ 


Urban Redevelopment 


Total 


Item 

Hon ting 
Needs* 

Entirely 

Centralized 

Two-Thirds 

Centralized 

Entirely 

Centralized 

Two-Thirds 

Centralized 

Total 

Dwelling replacement 
Dwelling rehabilitation 
Site improvements 
hJonrcsidcntial facilities 
Site acquisition 

$25-3 

*3-7 

1.6 

$24.4 

2.8 

-o-3 

2.8 

l l 

16.0 

$27.0 

2.8 

-°i 

3- 6 

3-9 

17.0 

$49-7 

26.5“ 

*•3 

2.8 

x6.o 

$52.3 

26.5** 

u 

3-9 

17.0 


a. Based on condition of housing in construe.. Since redeveloped area* will 

b. This assumes a min.mum-sundardhouMrcosung 53 5^ ^ undoub iedly be above the mm.mum. 

contain housins for various income groups, the aseiag _ 


I94 o with at .cast a minimum.,andardI dwell- "{ZSSZSZ !S £ 

ing in a satisfactory neighborhood. The total P^uc.,0^. The^^ ^ ^ ^ h re . 

cost would be $52.3 billion, or $2.6 billion » lo f u lfiU housing needs therefore 

if only two thirds of the cleared areas were - H . billion for a completely ccn- 

built and one third of the new building was on ^" program and S.o billion if the pro 
vacant land. ,, : s on l Y two-thirds centralized. 

An urban redevelopment program wou g csli matcs presented here arc based upon 

add $24.4 billion or $27 billion to the housing ^ ision of minimum-standard dwellings 

needs program outlined in Chapter 8, depe average construction cost of $.v 5 °° P tr 

ing on whether the redevelopment £ entire y ^ ^ prices). If bouses costing an aver- 

or only partly centralized. Of the added $ 4-4 of ~ inslca d of $S. 5 °<> wcrc lnnh * \ h . 

billion, $16 billion represents the cost of ac- b wouW bc raised by $7.6 billion, and it 

quiring all of the existing land and buildings ^ avcrag e cost were as high as $5 « ,0 °. die 
in slum and blighted areas. An additional bi wou jd be increased by Si 1.4 billion, 

billion expenditure is involved in the partly 

decentralized program for the purchase of va- ^ other urban redfa*BLopmbnt kw* 

cant land on which to build one third ° 1 C Qf ' t hc remaking of our cities need 

dwellings and necessary neighborhood f. ^ wilh redeveloping residential neigh- 

“Figures for redcvc.opmcn, and for ,o«. « 

arc given in Tabic M5 both for an cm,rely runnels and public 

centralized program and for a partially dccci - w jny o£ OU r intcrurban termi- 

tralized program in which one third of the rap. ^ oulm(x )c<l both in location and strut- 
cleared residential slums would bc replace • ; rDorls will be needed in increasing 

with standard dwellings and neighborhood fa- turc ' q osIS 0 f meeting these requirements 
cilities constructed on outlying vacant land iscusscc l in Chapter 10. 

As explained previously, thc cost of site ac- • ls o£ our public utility systems re¬ 
quisition is merely a transfer payment an<l * S 1 
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quire renovation and replacement and many 
new or improved public administration build¬ 
ings are needed. Many schools, hospitals and 
recreation centers need extensive rehabilitation 
or replacement, and in many cases additional 
ones are needed. Costs of providing needed 
medical, recreational and educational facilities 
are discussed in Chapters n, 12 and 13. 

Main Street needs to have its face lifted. 
While, in general, little can be done with the 
central business district in a short space of 
time, plans can be made for eventual remodel¬ 
ing. Meanwhile, the business district can be 
cleaned up and perhaps gradually traffic con¬ 
gestion can be relieved by provision of public 
parking areas and better thoroughfares. 


The problem of relocating industry so that 
smoke, noise and odors are eliminated in the 
dries is one to which there is no satisfactory 
answer at the present time. 

Data are not available for attempting an esti¬ 
mate of how much should be done, or what it 
would cost; although estimates for many of 
these items have been included in parts of this 
survey on education, transportation and 
health. The items not already included else¬ 
where, e.g n the remaking of central business 
districts and the relocation of industry, are 
ones for which over-all data are lacking, which 
are the most difficult to treat and about which 
there is less possibility that something can be 
done. 
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CHAPTER 19 


RURAL AND REGIONAL DEVELOPMENT 


The soil, forest, range and water resources of 
the nation arc its most important natural as¬ 
sets. In the beginning, these resources appeared 
so limitless that little effort or money was in¬ 
vested to safeguard them. In only seven gen¬ 
erations we allowed over half of our land area 
_ our national estate — to be impaired by soil 
washing and blowing. One third of our forests 
arc gone. We suffer, needlessly, fust from a 
lack of water and then from floods. 

In order to provide for a larger population 
with a higher level of productivity than in the 
past, we shall have to exploit fully our great 
natural resources. At the same time, we shall 
have to protect them by proper conservation 
measures. Emphasis should be on rehabilita¬ 
tion and protection through such measures, 
rather than on withholding our resources from 
production. 


1. Conservation and Development of Crop 
and Grazing Lands 

The need for rehabilitation and develop¬ 
ment of the land must be examined against the 
background of factors bearing upon future 
agricultural land requirements as they arc set 
forth in other chapters of this survey. 

The future development and rehabilitation 
of the nation’s rural agricultural areas must 
be governed in the fust instance by the size ot 
the agricultural plant needed to provide at c- 
quatc supplies of food and fiber for domestic 
and foreign consumption. Shifts in the use o 
agricultural lands — the retirement of unpro¬ 
ductive lands and the opening of new lands — 
that tend to increase the nation's productive 
capacity and to provide better agricultural cm- 

By Robert W. Hartley, assisted by M aynard M. 
Hufsciimidt, both former members of the stal 
of the National Resources Planning Board. 


ployment opportunities can then be considered 
in the light of these estimates. 

a. rehabilitation and conservation 
Rehabilitation and protection of our usable 
agricultural land arc the first tasks in any na¬ 
tional land-use program. Without this, new 
lands must be developed merely to replace the 
lands allowed to waste away. Such replace¬ 
ment, which would be in addition to the new 
acreage necessary to meet increased future de¬ 
mand for food and fiber, would be relatively 
more expensive than the protection of existing 
farmland. 

Soil Conservation' 

Of the 1,905.000,000 acres in the land area of 
the United States, 1,770,000.000 acres were 
agricultural and forest lands in 1940; 60 mil¬ 
lion acres consisted of urban areas, parks, roads 
and railroad rights of way; while the remain¬ 
ing 75 million acres were desert, swamps, 
rocky and barren land. 

More than a billion acres of the nation s 
total land area arc in farms, of which about 
«o million arc available for crops, including 
nlowablc pasture, and only 342 million arc 
really good land. The rest is too steep, too 
rough, too shallow or too infertile for profit¬ 
able cultivation. The Soil Conservation Service 
estimates that only 62 million acres of the land 
now in crops arc completely sale from erosion; 
the rest of the cropland is losing soil with 
every hard rain. Soil washing and blowing 
during the past three centur.es have destroyed 
or severely impoverished 2S2 million acres and 
damaged 775 million more acres 


, n.11 in dm section fioin: "Soils »n«l Mon." pp. 11- 
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A well-rounded conservation program must 
be undertaken, first, on 178 million acres of 
cropland now in farms and, second, on about 
149 million acres of intensive-use pasture 
lands, if such lands arc to be continued in use. 
This program includes terracing, contour fur¬ 
rowing, drainageways, gully control through 
small check dams and planting, and other 
similar activities designed to check soil wash¬ 
ing and blowing. Together, these two soil 
programs to achieve full control of soil ero¬ 
sion would require a total of one billion man- 
days of work, other than that which may be 
carried on as a part of regular farming opera¬ 
tions, and an outlay of between $4 billion and 
$6 billion over a period of xo to 20 years.* If a 
total of $4.5 billion were spent over a 15-ycar 
period, the soil conservation program would 
cost $300 million annually. (See Table 146.) 

Range Lands * 

Range lands cover about 970 million acres, 
of which about 635 million acres — or 65 per 
cent —arc privately owned. The chief func¬ 
tion of the range lands is to provide feed for 
livestock. The western range lands alone, com¬ 
prising almost 728 million acres in 17 western 
states, support for a part of each year almost 
75 per cent of the sheep of the nation and more 
than 50 per cent of the beef cattle, as well as 
numbers of other livestock. Western range 
lands, therefore, require the greatest attention 
from a conservation viewpoint. 

These western range lands — only about 
half of which arc privately owned — form the 
hub of an integrated farm and ranch industry 
whose land, buildings, equipment and live¬ 
stock arc valued at $13 billion. Originally, the 
grazing capacity of these lands approached 

2. Coupled with this program should l»c one of special 
upstream flood-control structures to prevent serious recur¬ 
rent flood, erosion and siltation damaecs which are not 
alleviated by major downstream flood-control structures, 
and a program of land acquisition covering millions ol 
acres of seriously eroded lands. 

5. Data for this section taken from: The Western Range. 
S. Doc. 109. 74'h Cong., ad sess., 19*6; “Farmers in a 
Changing World," pp. 4-11-57'. National Resources 
Planning Hoard, op. at.. pp. 62-71; and Sjtion.il Re¬ 
sources Development Report lor t</ 4 i. Part I. Post-War 
Plan am! Program. National Resources Planning Hoard, 
pp. 40-41. 


22.5 million animal units. But their capacity 
was gready impaired by overgrazing during 
the World War I agricultural boom, by the 
decline in livestock prices and by recurring 
drought. Although these lands should have 
been carrying only about 11 million animal 
units in 1935, they were grazing more than 17 
million. 

Since then, the capacity of the ranges has 
increased, largely because of favorable weather. 
During World War II, however, livestock 
numbers again became dangerously high. Al¬ 
though demands on the range will continue 
to grow with increasing population and a high 
level of national income, it will be impossible 
to add appreciably to the acreage of rangeland, 
particularly in the western states, since 99 per 
cent of the range is already used by livestock. 
It is important, therefore, not only to maintain 
but to increase the grazing capacity of the 
range lands. This will require careful grazing 
management and a comprehensive program 
of physical improvements and artificial re¬ 
seeding. 

Not quite 100 million acres, or less than one 
seventh of the western range area, arc in satis¬ 
factory condition. No less than 589 million 
acres are eroding — more or less seriously. 
Most spectacular among the maladjustments 
of rangeland use has been the attempt to use 
more than 50 million acres for dry-land farm¬ 
ing. About half of this acreage has been aban¬ 
doned for cultivation and requires reseeding 
and careful management for years to restore 
it to the point where it can be used again for 
forage. 

In addition to the vital need of adjustment 
of livestock numbers to the present grazing 
capacity of range lands, there is an urgent need 
for soil and moisture conservation measures 
to prevent erosion and excessive runolT. Also 
urgently needed arc artificial reseeding on as 
much as 80 million acres, control of noxious 
weeds and rodents on 1S5 million acres, fire- 
control measures, thousands of miles of fenc¬ 
ing and hundreds upon hundreds of stock- 
water developments. 

An adequate program of protection along 
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Table 146 

Est.mated Costs and Time Required for Land 
Conservation and Development Procrams 

(Dollar Figures in Millions) 


Type of Program 

Total 

Cost* 

Years 

Required 

Total 

Si i, 75 ° 

— 

Soil conservation 
Rangeland rehabilita- 

4,500 

*5 

tion 

Tenancy alleviation 

1,000 

e 

5 ° 

e 

Irrigation 

3,000 

30 

Drainage 

1 , 25 ° 

5 ° 

Clearing 

2,000 

5 ° 


Annual 

Cost 


$485 

300 

20 

e 

IOO 

25 

40 


a. excluding una —.. 

$25 million annually for ao years. 

b. These are not maximum cost estimates see 
discussion. 

c. No estimates available. 


pend for their income on agriculture had the right 
attitude toward the land, that is, a long-time in¬ 
terest in the maintenance of the producing power 
of the land, tenancy would not be associated with 
eroding soil and neglected structures. As it is, 
however, tenancy too often causes the tenant, and 
sometimes the landowner, to be interested only in 
the highest possible immediate income from the 
land, regardless of its future productivity. 

The tenant will cooperate in the improve¬ 
ment of a farm if the continuity of his tenure 
on the land is assured, either by long-term 
agreement with the landowner or by arrange¬ 
ment for the tenant to eventually become the 
owner. The natural interest of owner-farmers 
in building up the fertility of their land indi¬ 
cates the possibilities in a large-scale program 
for converting tenants to owners. 

In the last 50 years, the number of tenant 
farmers increased on an average of 20,000 an¬ 
nually, a total increase over the period of al- 


these lines would require an outlay of a bil nuauy , u . .- . - . 

lion dollars or more and about a million mosl go per cent. Today, 39 ^ cent of the na- 

man-ycars of labor. With such a program and l5on . s f arms arc operated by tenants, compared 
continuing careful management and adjust- with lcss than 30 per cent 50 years ago. 1 he 
ment of livestock to range capacity, it would 2 ,360,000 tenant farmers in the nation operate 
probably require 5° Y cars 10 rcslorc lhc , dc ' about 312 million acres — almost 30 per ccn 
plctcd range lands even to the point where o( lhc land in farms. There are five possible 
they could well support the livestock units now wayJ lo halt this trend toward tenancy. 

being grazed on them. It would P T &^\y ‘ , Expan$ ion of tenant purchase program un- 

another 50 years to restore their orig na g V ( Bankhcad-Jones Farm 1 cnant Act. 

ing capacity. Such a program of rangeland re- .~ l.i. 

habitation would cost about $20 million a 


year. (See Table 146.) 

Tenancy 4 

Farm tenancy and soil rehabilitation prob¬ 
lems arc inextricably linked together. Accord¬ 
ing to the Department of Agriculture: 

From the standpoint of soil conservation, the 
development of farm tenancy and absentee owner- 
___throium its ct- 


r lltic l 01 DJnMiwu-|v»». - . 

2. A liberalized credit policy to help present 

owners avoid loss of their farms. f 

3. Rehabilitation loans for the purchase of ma¬ 
chinery and other equipment, livestock, feed, 
seeds and fertilizer. Almost 500.000 farm hmibes 
wee receiving such aid in . 9 4 °. The cs.cn. of .he 
need for such aid is .nd.ca.cd by the r.rm * 
curity Administration esl.ma.c .hat 2 ,0 " “ 
2,194.000 farmers were underemployed ... Fel.ru- 

ar> , ‘public purchase of the land and sale of it to 
4 1 1 ..„ntri.f In some eases 


development of farm tenancy and absentee owner- ’ on a long-term contract. In . 

ship is of significance primarily through its c m i u ht involve consolidation of holdings to 

fects upon land use practices. In the case of m- ^ fat ms of more economic size — small farms, 

ancy, at least two parties arc looking to the lan- . incomcs an d tenancy go together. Over 55 
as a source of income. If all parties having to « - ,h c nation's 6,096,000 farms in 1940 

- .“ worn less 90 .seres in » 


4 - Dau for this section taken from: Farm 1 cnan >. 
Report of the President’s Committee. 19 17 . PI*- ' ' 

"Soils and Men," pp. 148-57: Carl Taylor. A Statement 
on Rural Problem Areas. Bureau of Agricultural Econom¬ 
ic*. Department of Apiculture. 1940: and HeannRS Ociorc 
Select Committee Investigation National Defense r> k 
lions. House of Represenutives. 77 «*‘ Con«.. -«• * • 

Pt. XXVIII, pp. 10. 783- 


per wnl'off Arms provided gross incomes of less 
than $800 annually. q 

e. Purchase and retirement of more than 80 
million acres of suh.nargmal land. This will be 
discussed in the following section. 
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Land Acquisition 8 

No program for the rehabilitation of our 
agricultural and range lands would be com¬ 
plete without a concomitant program of ac¬ 
quisition of unusable land. In fact, such acqui¬ 
sition and retirement are often the key steps in 
soil and rangeland conservation. 

Some lands now in use should never have 
been settled in the first place, or at least not 
intensively. Intensive settlement of poor land 
has led to serious destruction of soil and to the 
impoverishment of farm families. Moreover, 
large expenditures of public funds have been 
required to maintain public services in chroni¬ 
cally depressed agricultural areas. 

Land incapable of rehabilitation should be 
retired or shifted to uses for which it is better 
suited. Land acquisition is necessary for the 
preservation and reconstruction of the nation’s 
soil resources, the rehabilitation of men on the 
land and the reduction of expenditures for 
public services and relief. 

Would acquisition of such land be neces¬ 
sary, however, under conditions of high em¬ 
ployment and continued rural-urban migra¬ 
tion? One might expect the poorer lands to be 
abandoned and thus acquired through tax de¬ 
linquencies without any outlay. Experience in¬ 
dicates, however, that the better land areas are 
the ones from which urban migrants arc 
likely to come, because these areas provide 
their potential migrants with financial oppor¬ 
tunities for education and training that enable 
them to compete for work elsewhere. 

During the prewar decade, with a total 
outlay of about $49 million, averaging $4.30 
an acre, the federal government acquired 
about 11.4 million acres of these submarginal 
lands. This is only about one seventh of the es¬ 
timated more than 80 million acres of land now 
in farms that the Soil Conservation Service be¬ 
lieves should be retired. The retirement of all 

5. Data for this section taken from: Report of the Chief 
of the Soil ConrerrJtion Sen ice. 1940. p. 42: Report of 
the Chief of the Bureau of Agricultural Economies. 1941, 
Department of Agriculture, p. 33: PuHie lutnj Acquisi¬ 
tion. Part I. Rural latnJs. National Resources Planning 
Hoard, June 1940; and Hearings before the Subcommittee 
of the Committee on Appropriations on II.R. 5269, U.S. 
S< naic, 76th Cong., 1st sess., p. 592. 


these lands would involve an outlay of per¬ 
haps $500 million. They might then be re¬ 
turned to range or forest, or used as parks and 
wildlife refuges. In many cases, reseeding, re¬ 
planting, and soil and moisture conservation 
operations would be required. This program, 
which would involve the resettlement of ap¬ 
proximately 500,000 farm families, could be 
spread over a period of about 20 years. 

b. LAND DEVELOPMENT 

Land development is usually closely related 
to flood control, hydroelectric power develop¬ 
ment and navigation. Therefore, it should be 
coordinated with the whole of regional devel¬ 
opment. The development of land areas for 
agriculture should be based upon careful study 
of the basic soil and water resources of the re¬ 
gion. Careful land classification should be es¬ 
tablished to make certain that the lands in¬ 
volved are capable of providing a satisfactory 
living for those who arc to work them. 

Land is now developed for agricultural use 
mainly through irrigation, drainage and clear¬ 
ing. Frequently, two or more such activities 
must be performed on the same land to make 
it cultivable. Land development normally also 
requires additional improvements such as land 
leveling; building of homes, fences and other 
farm facilities; and establishment of various 
community facilities such as roads and schools. 

Irrigation 6 

Almost 40 per cent of the land area of the 
United States —or about 740 million acres ly¬ 
ing in 17 western states — receives too little 
rainfall for safe general agriculture, unless 
water is supplied artificially by irrigation. Less 
than 21 million acres, or about 3 per cent of 
this area, are now being irrigated. Preliminary 
investigations indicate that unused water in 

6. Data for this section taken from: Public Wor^s and 
Rural Land Use. pp. 16-20: National Irrigation Policy — 
t:s Development and Significance, S. Doc. 36, 76th Cong., 
ist sess.. pp. 34-35: Report of the Land Planning Com¬ 
mittee. Part IV. Land Available for Agriculture Through 
Reclamation. National Resources Board, 1935: and "Inven¬ 
tory of Irrigation and Multiple-Purpose Projects for Con¬ 
struction in Post-War Period." in Hearings before the 
Special Committee on Post-War Economic Policy and 
Planning. U.S. Senate, Pt. V, pp. 1091-121. 
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these states can be conserved to give an as¬ 
sured supply to all lands now rrr.gated and to 
reclaim 22 million acres in addmon. In.other 
words, slightly less than half the irrigable area 
in the arid and semiarid West is now under 
irrigation. Furthermore, almost 12 million o 
the S 20. 5 million acres now under irrigation 
will require supplemental water. 

However, it is uncertain how much ne 
land it will be economically feasible to. ir - 
gate. According to estimates made by the tsa 
tional Resources Board in r 9 34. ^out 6 million 
acres could be irrigated for Jioo per acre or 
less and about 8.5 million acres or Sm or 
less, which would involve a possible outlay of 
$,-1.5 billion for irrigation works alone. The* 
estimates do not include the costs of land 
preparation, buildings, etc. 


ductive by drainage improvements. There is 
still considerable land that could be made suit- 
able for cultivation through drainage at m 
erate cost. About 3. million acres in and out¬ 
side present drainage districts, could be 
drained and about 18 million acres of new 
lands developed, or an over-all toul of about 
49 million acres. The .8 million acres of new 
lands would provide 80-acre ^.msforabou 
225,000 farm families. The probable cost of 
such a program would exceed a billion dol- 

U The cost of draining 25 million acres now in 
cultivation in drainage districts and 4 million 
acres of undeveloped land in drainage dis¬ 
tricts is estimated at $300 million. Fourteen 
million acres of undeveloped land and 6 mil¬ 
lion acres of partially developed land could be 
. . f..n through drain- 


lion acres 01 partiaiiy - 

preparation, - hr miphl into full productivity through ora n- 

P More recent estimates of the Bureau of R e- brought n miUion an d SSoo 

Umation indicate that at least 6.7 million acre ag» \ C “ 

of nonirrigated land and 94 million acres ot m.n.o • , minimum drainage pro- 

inadequately irrigated land can be , .gated Jakenas^ ^ # perio d of 50 years 
by projects that arc both economically an g ^ around billion. This would in- 
technically feasible^a, a total cos, (inclusive^ ^ ^ q( $2 , m i„ion. (See Table 

developments) of $3 billion. Such an irrigation .46.) 
program, over a P cr1 ^* wou ‘ Tablc Clearing 10 

annual outlays of $100 million. ( ^ ^ early days c f the nation, the most 

I?*. -s. - -1.. a 

for which water is available in the «t co ye oping n timber was de- 

be brought into production and supplemental , ng the forest from .1 soi |. 

ae&s^*L-.sss 3 B 


zssfsu 1™*.»«»»”" -z rr T fa* s*r *. 

(_r„_:i:„ about 130,000 farm „ m ber, from forest lanus 


• • 

oadeqi 

be made available tor cacn ui 
farm families. In addition, about 130,000 larm 
families would be given more security. 

Drainage' 

The draining of land has played an impor¬ 
tant part in developing American agneu lure 
and improving public health. More than \oo 
million acres of fertile land — or about one 
fifth of the nation’s land now available lor 
crops — have been made arable or more p ro ' 

7 - Dau for this action taken from l’" 1 ’ 1 '* 11 ‘‘{l* 

Rural Land Vie. pp. ao-aj. and National Re sources 
relop mens Report jor 194J- ^ ar ‘ ^ P- 39 - 


removal 01 uiua.i —~ -r - . * 

timber, from forest lands that have sen cut 
over for timber. In recent years, much more 

8 . A drain.* din-icl » 

law to enable a K'^P . „f ljn .| drainage 

1,1 

crably mmc aireatfj; t * fo pfOVII | c 3 high degree of 

udered in the public inne There are approximately 

public a..l m drain. ns new i ^ , Ua|nJ( . e enter- 

S^nXaUe^ -f "lush c*l be ..rained at 
. higher cost- k from pul,lie Works and 

telopment Report for 19H■ 1 J " '• 1 ■ 
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forestland has been cut over than cutover land 
has been cleared for agriculture, as the supply 
of available cutover land has generally out¬ 
stripped demand. 

Much of the cutover land already setded is 
of poor quality. This is indicated by the farm 
abandonments and tax delinquencies that have 
followed so many settlement attempts in cut¬ 
over areas. Therefore, these lands should not 
be settled haphazardly, but only after a careful 
classification in terms of their economic possi¬ 
bilities. Moreover, the possible advantage of 
spending available funds on drainage and ir¬ 
rigation rather than on clearing must also be 
considered. 

Clearing land may not require the formation 
of new farms or the settlement of new lands. 
An estimated 42 million acres now in farms 
could be cleared of brush or timber and placed 
in cultivation under good soil conservation 
practices. The cost of clearing these lands — 
excluding costs for buildings, fences and other 
improvements — is estimated at between $10 
and $50 per acre. Accordingly, bringing 42 
million acres into cultivation might involve an 
outlay of as much as $2 billion. 11 As a 50-ycar 
program, this would mean annual outlays of 
about S40 million. (See Table 146.) 

C. SUMMARY 

The estimated cost of rehabilitating and de¬ 
veloping the nation's agricultural land re¬ 
sources is thus almost $12 billion. It might 
easily be double that amount if developmental 
possibilities were completely exploited. Pro¬ 
grams covering these rehabilitation and devel¬ 
opmental needs would necessarily involve 20 
to 50 years, so that annual outlays might be 
between $400 million and $500 million. The 
gains would be great —both in terms of im¬ 
mediate dividends and in the assurance of the 
future productivity of the nation's most impor- 

11. Brinpinp the entire 212 million acre* into cultivj. 
lion might easily involve an outlay of Sto billion. Such a 
program, if undertaken, would probably cover a long pe¬ 
riod of from 50 to 100 year*. But it would probably be 
economical to clear only a portion of thi* land. For ex¬ 
ample, it i* estimated that only about 20 million acre* of 
thi* land could be cleared and used without special soil 
conservation practices. 


tant asset, its land. The costs of the various 
types of programs involved in the rehabilita¬ 
tion and conservation of the land arc sum¬ 
marized in Table 146. 

Expenditures for the soil conservation pro¬ 
gram would pay for terracing, contour fur¬ 
rowing, drainageways, some clearing, gully 
control, stream and lake bank improvements, 
etc. The cost of materials needed for these 
projects — such as earth-moving equipment 
and other machinery — would be relatively 
small compared with the outlays for labor. 
Skilled labor is needed for mapping the land 
involved and working out coordinated plans, 
but most of the actual work would be per¬ 
formed by unskilled labor. 

Expenditures on range lands would pay for 
such projects as erosion control and debris 
dams, fire prevention improvements, reser¬ 
voirs, wells, springs, fences, livestock trails 
and driveways, etc. As in the case of soil con¬ 
servation, the amount required for materials 
would be relatively small compared with that 
required for personnel. In the tenancy and 
land acquisition programs, an important item 
in the expenditures would be skilled personnel 
for lending and appraising activities and for 
technical advice in resettlement of farm fami¬ 
lies and in farm management. 

The costs of irrigation on almost 16 million 
acres of land would cover construction of the 
major dams and related structures. The irriga¬ 
tion program would require full-fledged con¬ 
struction operations, skilled construction 
workers, large amounts of steel, cement, lum¬ 
ber and other building materials, and heavy 
construction machinery and equipment. 

The drainage program, which could be car¬ 
ried out on about 49 million acres, would in¬ 
volve digging ditches and drainageways, 
building dikes and levees and constructing and 
installing pumping equipment. Technical di¬ 
rection of such a program would require 
skilled technicians, but large amounts of un¬ 
skilled labor would be used. Aside from earth- 
moving machinery and equipment, the 
amount of materials required would be rela¬ 
tively small. 
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could be substituted in part for mechanical There arc more than 1.7 trillion board teet 
equipment. . tl . of saw timber (i.e., timber large enough for 

It has been estimated that about 3 million sawing i nlo lumber and for most other com- 

man-ycars would be required to complete these mcrc i a l t j m bcr products) in the United States, 
programs. On an annual basis, this would pro- of which a i mosl 60 per cent is privately owned 
vide employment for about 135,000 persons for and 40 ^ ccnl j s publicly owned. Of this total 

• - —. it is estimated that only about two thirds, or 

less than 1.2 trillion board feet, could be cut 
profitably under present conditions. 

Although the total current growth of our 
forests for the country as a whole is nearly 
equal to the current drain, not all of the new 
growth can be utilized. Saw timber, for exam- 


at least 15 years. 

2. Forest Conservation and Recreational 
Development 

Our forests arc among our richest natural 
resources. One third of the land area of the 
United States —or 630 million acres —is in 


United States —or 030 minion — •>* ••• powm wh ^ ... .. . 

forests, of which almost three fifths lies east of p l c , is being cut much more rapidly than it is 
the Great Plains. Commercial forestland that being grown. On the whole, the existing stand 
can produce timber of commercial grade com- c f economically available timber is insufficient 
prises 462 million acres. But only about 289 lo sustain the current rate of saw-timber drain, 

million acres arc commercially available at Estimates of future timber consumption (in- 

present. A total of 168 million acres is in non- eluding losses by fire) indicate that by the end 
commercial forestland, that is, woodland and G f this century we shall have increased the 

brushland not suitable for commercial use and ralc al which we cut our timber by more than 

timberland set aside in parks and other pre- 50 per cent over the rate just before the war. A 
scrvcs program of forest management that would 

From this great natural resource we extract bring timber yields and requirements into xi - 
over 6 billion cubic feet of timber a year. This an cc under these conditions would .mobe 
supplies lumber for building, furniture and lo tal of 462,000.000 acres treated as follows, 
boxes and for many vital chemical products 
such as pulp, paper, rayon, textile fibers and 
plastics. The forest cover on our lulls and 
mountains also preserves the soil and aids in 
maintaining the regular flow of our rivers. De¬ 
struction of forests is a major cause of soil cro- £ forcs|ry __ adcquatc f,re 

sion. About 342 million acres of forest ranges ., rotcCl j on and such silvicultural 

provide forage for domestic livestock. The for- . rv to 

csts also support and shelter wildlife. Except 
in a few areas in the country, the wildlife popu¬ 
lation is far below what forest lands can sup¬ 
port in balance with other uses. Practically all 
our forestland, of course, has recreational 
value; approximately n million acres of it 
have already been withdrawn from umber 
production for recreational use. 

In spite of the great variety of uses that our 
forests have, however, the factor that dctcr- 


Intcnsivc forestry — high standards 
of protection and silvicultural 
practice, so that the quantity and 
quality of the yield will approach 
the productive capacity of the 
land 
ctcnsi 
protccti 

measures as arc necessary to 
maintain growth in sufficient 
quantity for commercial utiliza¬ 
tion , 

Simple protection — reasonably 
good protection against lire and 
overgrazing and some reforesta¬ 
tion and re vegetation where nec¬ 
essary 


11 ) 0 , 000.000 


31 2,000.000 


50.000,000 


ia Da, a (or this section taken from "V J 

Chanpinp World." •>"'> r “ ,hc ^ 

Unral L*"d Ute. |*p. 85-*>9- 
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If this program were to be attained by the 
end of this century, an increase of more than 
a million acres a year in the area now under the 
intensive type of forestry management would 
be required. A great expansion in the area 
now under extensive forestry management 
would also be necessary. The growing stock in 
our eastern forests would have to be doubled. 
The remaining timber in our western forests 
would have to be carefully husbanded so that 
cutting could proceed on a sustained-yield 
basis. 

Permanent communities, in or near the for¬ 


est, based upon wood-using and other forest 
industries, with attendant expansion possibili¬ 
ties, would develop under such a program. No 
longer would these industries have to pursue a 
retreating timber supply, nor would forest 
communities be left stranded. 


It is estimated that under this program the 
ultimate possibilities for direct and indirect 
employment — growing, protecting and har¬ 
vesting forest products and manufacturing fin¬ 
ished forest products — would be equivalent 
to almost 200,000 man-years annually. This 
would be 65 per cent more employment than 
such activities afforded in prewar years. 

To achieve the sustained-yield objectives of 
this forest management program requires, 
first, that the resource itself be conserved and 
protected and, second, that developmental op¬ 
erations be carried to the point where a sus- 
taincd-yicld program becomes a reality and 
not a dream. This whole program of forest 
conservation, protection and development 
would probably involve a total outlay of nearly 
$4 billion over a period of from 15 to 60 years. 
(Sec Table 147.) 


b. FOREST CONSERVATION AND PROTECTION 

Fire Protection 13 

During the five years before the war, an an¬ 
nual average of 32 million acres of forest lands 
were burned over, of which 90 per cent were 
state or privately owned and 10 per cent were 

1 ?. D.na for this section uken from Public Worlds and 
Rural Land Use. pp. 97-101. 


Table 147 

Estimated Costs and Time Required for Forest 
Conservation and Recreational 
Development Programs 

(Dollar Figures in Millions) 


Type of Program 

Total 

Cost* 

Years 

Required 

Annual 

Cost 

Forest conservation and 

development 

> 3.905 

— 

$H9 

Forest conservation 
and protection 

Fire protection 

225 

x 5 

x 5 

Insect and disease 

protection 

100 

• *5 

7 

Watershed protection 35 
Forest development and 

*5 

2 

improvement 

Planting 

General 

300 

25 

12 

Shelterbelt 

120 

60 

2 

Forest stand 

65O 

25 

26 

Roads and trails 

2,250 

50 

45 

Other 

225 

23 

10 

Wildlife conservation 

b 

b 

b 

Recreation 

5 . 90 0 

— 

272 

Urban 

1,600 

15-25 

100 

State parks 

2,000 

25 

80 

Federal areas 

300 

25 

12 

Parkways 

1,500 

25 

60 

Shore frontage 

500 

2 5 

20 


a. Maximum costs might be somewhat higher-—see 
text discussion. 

b. No estimates available. 


federal lands. The average annual direct loss 
in timber values was $32 million, exclusive of 
losses of income to workers in forest indus¬ 
tries and dependent service enterprises, and 
losses of watershed, recreational and wildlife 
values. 

While about three quarters of our forest 
lands that require it have some degree of or¬ 
ganized fire protection, this protection is not 
adequate in all cases. To be prepared to sup¬ 
press fires requires equipment, manpower and 
organization. Capital outlays arc needed for 
the construction of fire towers and communi¬ 
cation systems to enable prompt detection and 
reporting, for the removal of hazardous in¬ 
flammable materials, for the building of fire- 
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breaks as a means of checking the progress of a 
fire and for the construction of truck trails and 
airplane landing fields to provide quick trans¬ 
portation of men and equipment to fight for¬ 
est fires. Other outlays would be required for 
fences, fire crew barracks and headquarters, 
fire equipment and warehouses, water holes, 

Cr ^ t is esfinfawd'diat ^L^lay^f almost $ioo checking water runoff that may »uk m 

-rSf«£. 

P . ... r^mnlpird ..mirinn and development programs, some 


Adequate protection against insects and dis¬ 
ease would involve expenditures of at least 
$100 million over the next 15 years, or $7 mil¬ 
lion annually. (Sec Table 147.) 

Watershed Protection'* 

Watershed improvements are important to 
forest conservation activities, as well as for 


Up lO avauvjaivj - 

alone. This program should be completed 
within 10 years, considering the importance of 
fire protection to forest protection and devel¬ 
opment. If this program is stretched out over 
a 15-ycar period, however, the annual cost 
would be $7 million. 

Sixty-five per cent of the 430 million acres ot 


mCY aiw ../ 

servation and development programs, some 
watershed improvements must be planned 
separately. 

The principal regions where watershed im¬ 
provements, alone or in combination with 
other improvements, are a significant part ot 
a forestland improvement program arc the 


Sixty-five per cent of the 430 million - a ior«uuma | • of lhc 

state and private forest lands arc now pro- p.cdmont and Upper Coastal Plain ot t 
tected but require increased protection. The re- Southeast the Mississippi 
maining 35 per cent should be protected ade- loam uplands, and the sem ■ 
quatcly, too Under the present federal-state an d brush and of the W«t. 
cooperative fire protection organization .t is Currently .t «.«‘»"«ed that a ““ “ 
estimated that at least S18 million should be million, or $2 million annually °'“ the 
spent annually on a permanent basis, one third „ years. could pofoMyfa*«^ed <*n sp - 
of which would go for capital outlay. For more cia | watershed improvement pro,eets 
adequate protection, this cost might rise to 5*5 (Sec Table 147-) 

million annually, of which »bout » mi ion development and improvement 

would go for capital outlay. The annual capi c. 

tal cost of a fire protection program covering Qur forestland resources require more than 
federal, state and private forest lands would mere pro , ec tion. They also require a conunu- 
thcrefore be about $t 5 million. (See Table ing program to maintain and -ncrease he 
147.) yield of salable timber, and to develop water 

Shed. Wildlife and recreational services. I his 
Protection From Insects and Disease * ma y be achieved through forest planting, tor- 

Prevention and control measures are ncccs- cs ,. stand improvement, provision of tr.inspor- 
sary to protect the forests from insects and dis- f-,rilitir< and other forest impr 

case. Bark beetles in Washington and Oregon 
during the first part of the prewar decade killed 
nearly as much pondcrosa pine as was cut. and 
15 times the amount destroyed by fire. Blight 
has wiped out chestnut, one of the most valu¬ 
able of our hardwoods. Blister rust is, even 
now, killing our native species of white 


pines. 0 

14. Data lor this section taken from ibid-. PI*- 
15 - One example of the outlays that are needed in tins 
type of work is illustrated by the control of white pmc 
blister rust. This disease was introduced into this country 


cst-stana improvement, . — , 

taiion facilities and other forest improvements. 

to check the spread. t |, million acres 

in the country need protecunj. *, nilu | pro- 

tsSJsL. .... ^~ Fo ' , ’ ,,y ' 

II. Rept. JiJ. 77 'l‘ Cot*}:.. i>t VCJS - PP > 5 
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Forest Planting 17 

Under proper management, most forestland 
can be regenerated satisfactorily and more 
cheaply by natural means than by planting. 
However, planting is desirable where natural 
reproduction is sparse, irregular, slow or of 
poor species. Planting also acts as a timesaver 
in areas where cutover slopes would erode if 
not promptly restocked. 

Almost 3.5 million acres have been planted 
successfully since extensive planting operations 
first began, but much more remains to be done. 
There are 77 million acres of forestland that 
need to be replanted if adequate timber pro¬ 
duction and other benefits of forest cover arc 
to be assured. Of this area, a planting program 
covering at least 32 million acres, of which 
about 25 million acres are privately owned, is 
recommended by the Forest Service to cover 
the most urgent needs. Such a program might 
be spread over a period of 25 years and would 
involve a total outlay of as much as $300 mil¬ 
lion, or about $12 million annually. (See Table 
* 47 -) 

A special planting undertaking is the Shel- 
tcrbclt project located in an expanse of prairie 
plains running from North Dakota through 
eastern South Dakota, then westward to cen¬ 
tral Nebraska, and thence through central 
Kansas into the Texas Panhandle. The pur¬ 
pose of the Shcltcrbclt is to protect the fields 
against drying winds and drifting of soil. Con¬ 
trary to popular belief, the Shcltcrbclt is not a 
hundrcd-milc-widc belt of trees. Rather, it is a 
series of discontinuous plantings over a gross 
area extending 1,000 miles north and south 
and about 200 miles cast and west. These 
plantings of from 5 to 10 rows of trees arc lo¬ 
cated to provide maximum protection for the 
individual farms. Work on the project was 
continuous after it was first inaugurated by the 
federal government in 1935 until it was closed 
in 19.}’. About 18.600 linear miles containing 
217 million trees have been planted on more 
than 30.000 farms. 

The work that has been done so far has dem- 

17. D.K.1 for (his section taken from Public Worlds and 
Rural Land Vie. pp. 116-18. 


onstrated that this type of planting can be suc¬ 
cessful. The greatest problems, such as selec¬ 
tion of species, protection against insects, ro¬ 
dents and diseases and adaptation of species to 
soils, have been largely overcome. The plant¬ 
ings came safely through the most severe 
drought ever to afflict the Plains; and the Shel- 
tcrbclt turned out to be an excellent means of 
reducing wind erosion. 

In all, it has been urged that 2.5-3 million 
acres be planted within the Sheltcrbelt zone. 
Such a program would involve as many as 
400,000 farms. It might require about 60 years 
to complete the initial plantings, and it would 
cost a total of about $120 million, or $2 million 
a year. (Sec Table 147.) Thereafter, a continu¬ 
ing program of maintenance would be re¬ 
quired. 

Forest-Stand Improvement" 

In addition to planting, other work is neces¬ 
sary in order to improve the quality and 
growth rate of any forest stand. If we arc to 
grow the timber we need, our forests must be 
tended carefully. Forest lands, under intensive 
management especially, require improvement 
so that maximum timber crops can be grown 
in the shortest practicable time. Weeding, 
thinning, pruning and salvage cutting arc 
needed. ' 

It is estimated that 65 million acres —about 
75 per cent of which arc privately owned — 
need stand improvements over the next 25 
years. Approximately 40 per cent of the work 
is needed in the southern forests and another 
20 per cent in the Lake states area, where the 
production rates on extensive second-growth 
cutover lands will remain low for years unless 
aided by stand improvement. The total pro¬ 
gram would cost about $650 million, or about 
$26 million annually over a 25-year period. 

Roads and Trails 19 

Satisfactory management of forest lands re¬ 
quires the construction of highways for heavy 

18. Data for (his section taken from ibid., pp. 119-20. 

19. Data for this section taken from ibid., pp. 104-09, 
and Report to Committee on Roads — House of Repre¬ 
sentatives. Forest Service, Department of Agriculture, 
* 940 . 
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freight and high-speed passenger traffic dc wildlife. Z 

foot fated to fores, protection and developntcnt ac 

travel. There are about 183,000 mdcsoE high- t.smes^ ^ [imc5 we have been negligent 
ways, 518,000 nules of roads and 3 3,000 m ^ ^ ion of lhc nations wildlife. A lit- 

of trails now serving forest lands. But ; c lhan I0 years ago we became aware 

this is not adequate. While much progress scarcely more than scattered remnants of 

been made in improving the ^^a^ncTffie riches, resource of its kind 

lion facilities in past years, the - carlh werc lo be found anywhere in the 

program necessary to provide “^ous Ap- United States. Several valuable species had 
portation for forest lands is tremendou . p- entirclv. By i 93 °> ,hc m, g ralor y 

proximately 12,000 additional miles of high- OJ J 50 % ars earlier existed 

ways are needed, 105,000 miles,°^ V • vas . abundance, seemed to be in danger of 

roads and 160,000 miles of trails. The total cost [nation Big game animals, fur bearers 

of such a program would be and all forms of small game, furred and feath- 

000 over a 40- to p-year pmoi. T crcd , were also seriously diminished, 

mean annual expenditures of $45 f During the past decade, protective measures 

Table 147.) havc begun to restore our wildlife resources. 

Protective laws were enacted; refuges were set 
Other Forest Improvements ^ ^ rcs tocking activities undertaken on 

Other improvements and buildings, such as # , sca i c . As a result, the numbers of wild 
office and living quarters and related facilities, ducks antl gccSC , for example, nearly trebled in 
shelters and camp buildings, water develop- f ivc y Cars . 

ments and communication systems, arc ncccs- -j-^ c importance of our wildlife resources u>- 
sary for the proper management of forests. It . both to commerce and sport,, is by no 
is estimated that a total outlay of about S225 mcans sma u. The total value of wildlife in the 
million is required for these. Almost 50 per country — exclusive of the commercial hsh- 
ccnt of this would be spent for private lands, cr|CS _ has been conservatively estimated at 
the remainder for federal and state lands. It is morc |han a billion dollars. Commercial nsh- 
estimated that the improvement system on fed- . is an annua l business of almost . 100 mi * 
cral lands is about 40 per cent complete. Under ^ wilh 250.000 persons dependent upon the 

ideal conditions, this work would be com- . ,- -,-1.,1..,. »hr annual catch of lur 

plctcd over a period of 20 to 25 years, which 
would mean annual outlays of about $10 mil¬ 
lion. 


d. wildlife 31 

Forest lands furnish the environment for 
many kinds of game, fur bearers and other 

20. Data for this section taken from Public Wort’s and 

Rural Land Use. pp. 109-14. , , 

21. Data for this section taken from: ibid., pp. IS<’ 'Si 
The Siaiur of Wildlife in the United Siaiei. S. Kept. 1 -"»J. 
76th Conn.. *«».; Annual Report of the three tor of 
the Piih and Wildlife Sendee to the Secretary ol the In- 
tenor. 194,, Department of the Interior; Supplementary 
Report of the Land Planning Committee. Pan IX. Planning 
for Wildlife In the United States. National Rev.urce, 
Board. 1935; and National Resource/ Development Re¬ 
port for s 943 . Part I. pp. 4 J- 44 - 


non wins 250.000 persons dependent upon 
industry. The value of the annual catch of lur 
animals is estimated at about $45 mdlum. and 
the fur products produced from them have a 
retail value of about $275 million. Near Is 12 
million persons engage in angling as a form of 
outdoor recreation, and around S million hunt¬ 
in'* licenses arc issued annually. 

Wildlife conservation oilers great rewards 
for comparatively small outlays, primarily or 
lhc acquisition and development of refuges lor 
protection, feeding and restocking. Construc¬ 
tion and improvement of lakes, ponds reser¬ 
voirs and watering places arc required. Also, 
extensive improvements arc needed to provide 
watering facilities and supplementary food 
patches and shelters; to restore nesting areas 
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by providing desirable food plants; to furnish 
protection against misuse, by fencing and post¬ 
ing; to provide fire protection by construction 
of fire towers, roads and communication lines; 
and to provide buildings and other facilities 
for research and administration. 

While no exact figures are available on the 
needed outlays, 21 the program for migratory 
waterfowl is an example of the magnitudes 
involved. It is estimated that about 120 million 
acres of former waterfowl habitat have been 
taken from use by agriculture, manufacturing 
and other industries. The Fish and Wildlife 
Service currently estimates that 7.5 million 
acres of marshland properly distributed 
throughout the country will ensure the future 
of the migratory waterfowl population. At 
present, about 3.5 million acres have been se¬ 
cured, leaving 4 million acres yet to be ac¬ 
quired and developed. 

e. RECREATION 2 * 

We have about 300 million acres of avail¬ 
able land that could be used for recreational 
purposes, over and above requirements for 
agriculture, timber production and urban de¬ 
velopment (and excluding lands of little use 
for mass recreation). Excluding urban areas, 
we arc using a little less than 24 million acres 
for this purpose. Further development of rural 
lands for recreational purposes is limited only 
by the amount we wish to spend. 

The deficiencies of facilities for recreation 
inside our cities arc the most glaring. An indi¬ 
vidual must be able to travel to enjoy the types 
of recreation offered by outlying natural areas. 
However, a large proportion of our population 
is, for all practical purposes, without means of 
travel. These persons must spend their leisure 
periods close to their homes. In order to meet 
requirements for recreational development in 

22. An important problem in connection with ilotruc- 
tion of fi»h an<l wildlife i* stream pollution. Estimates of 
the possible outlays involved in this work are contained 
elsewhere later in this chapter. 

a>. Data for this ss'Ction taken from: A Study of the 
am! Recreation Problem of the United Stares. Na¬ 
tion.I Park Service. Department of the Interior, 1941: and 
Public Worths and Rural l*wd Use. pp. 140-4S. 


or within 25 miles of urban areas, an ouday of 
$1.6 billion would be required. 

Other recreational developments of state, re¬ 
gional or national importance would involve 
an outlay of more than $4 billion. It is the de¬ 
velopment possibilities in this latter group that 
will be examined in detail. (See Table 147.) 

Slate Parly 

There arc about 2 million acres now in state 
parks, serving both the urban and the rural 
population. Probably at least another 4 mil¬ 
lion acres could be used, largely for recrea¬ 
tional facilities for the rural population. These 
additional areas should probably be smaller 
than the general run of state parks. The cost 
of acquiring and developing these additional 
areas would total more than $2 billion. Of 
this total, from 10 to 20 per cent, depending 
upon the average cost per acre, would go for 
land acquisition, and the remainder for de¬ 
velopment. 

Federal Areas 

There are 176 million acres of national for¬ 
ests, virtually all of which, except for fire haz¬ 
ard restrictions, arc available for recreation. 
About 100,000 acres have been dedicated ex¬ 
clusively to recreational uses, and about 1.5 
million additional acres of forestland might be 
acquired and specifically set aside for such pur¬ 
poses. Also, innumerable possibilities exist in 
other federally owned forests for recreation de¬ 
velopments— in wildlife refuges, reclamation 
areas and the public domain. 

The National Park System contains more 
than 21.5 million acres dedicated to the preser¬ 
vation of scenic, scientific and historic re¬ 
sources. More than 3 million additional acres 
would be required to round out the develop¬ 
ment program now planned. 

The total cost of acquiring and developing 
federal lands for recreational purposes would 
be somewhere between S300 million and S500 
million. 

Parkways 

There are about 1,300 miles of parkways, 
either completed or under construction, 
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throughout the nation. The National Re¬ 
sources Planning Board estimated that an ad¬ 
ditional 10,000 miles of such parkways would 
be required to fill in the broad outlines of a 
comprehensive national parkway system. 24 
Construction of this additional mileage would 
cost from $1.5 billion to $2.5 billion. Existing 
proposals for parkways already total more 
than 4,000 miles. Most, if not all, of the park¬ 
way requirements would be met through the 
extension of the interregional highway system 
for which estimates are made in Chapter 10. 

Shore Frontage 

Public benefit would probably justify the 
acquisition and development for public use of 
at least 10 per cent of the shore line along the 
Atlantic and Pacific oceans, the Gulf of Mex¬ 
ico and the Great Lakes. Under such a pro¬ 
gram, a mile of frontage would be provided for 
each 120,000 persons living within 100 miles of 
these bodies of water. This would require the 
acquisition and development of 1,500 miles of 
shore line at an estimated cost of $500 million. 

Other Possibilities 

There arc other possibilities for recreational 
development, but unfortunately no exact esti¬ 
mates of the outlays that might be required. 
Trails and trailways, such as the Appalachian 
Trails along the Appalachians from Maine to 
Georgia, waterways, wayside and roadside de¬ 
velopment, all provide expansion possibilities. 
It is probable that the amounts involved, how¬ 
ever, would not be large in comparison with 
the estimates set forth above. 

f. SUMMARY 

Total expenditures required for the conser¬ 
vation and protection of our forests (over a 
15-year period) and for their development and 
improvement (over 15 to 60 years) would 
amount to around $4 billion. Annual expendi¬ 
ture# for these programs would l>c approxi¬ 
mately $120 million. The activities involved in 
these programs arc similar to those carried on 

24. Public Wor^t and Rural Land Use. p. 15 2 - 


by the Civilian Conservation 
amounts of unskilled labor under a small 
group of technical supervisors would be neces¬ 
sary and only small amounts of machinery, 
equipment and building materials. 

The total cost of needs in the recreation field 
would range from $5.9 billion to $7 billion or 
more over a 25-ycar period, involving annual 
outlays of from $272 million to more than $300 
million. With the exception of parkways, this 
would largely involve so-called land improve¬ 
ment-cleaning up recreational sites, land¬ 
scaping, seeding and sodding, clearing trails 
or roadways and eliminating fire hazards. In 
addition, some erosion-control operations 
would be necessary. The estimated costs of 
these programs are summarized in Table 147. 

3 . River Valley Development 
The use and the control of our water re¬ 
sources have played a dominant role in the de¬ 
velopment of the country. Rivers were high¬ 
ways leading to new lands. 1 heir natural falls 
furnished an early source of power. Boats ply¬ 
ing the rivers carried the young nation s com¬ 
merce until the railway net spread over the 
land. 

In recent decades, as the land became more 
fully occupied and the cities grew, the rivers 
became even more useful. Water diverted 
from them irrigated new lands. They now pro¬ 
vide drinking water for a good part of our in¬ 
dustrial civilization; they also carry away mu¬ 
nicipal sewage and industrial wastes. The riv¬ 
ers still play an important transportation role 
in the nation's commerce; their falling waters 
arc now a vital source of power in generating 
electric energy. 

But today our rivers arc also a greater source 
of danger than they ever were bclore. I he in¬ 
creased occupancy of the flood plains of 
streams and the abuse of the lands in their 
drainage areas have caused flood damages to 
mount. Uncontrolled, the rivers rampage in 
flood, destroying lives and property. Many of 
them dwindle to a trickle in drought, leaving 
commerce stranded, cities slum of water and 
the land parched. 
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The great river valleys of this country offer 
some of the most challenging fields for future 
development. Public works systems to regu¬ 
late our river systems may be only the begin¬ 
ning of private investments to follow. Control 
of the rivers’ flow will alleviate floods, assure 
navigation and provide water for irrigation 
and domestic purposes. Often these control 
works can provide large amounts of hydroelec¬ 
tric power. Cleaning of the streams will elimi¬ 
nate health hazards and will aid in restoring 
wildlife. The protection of lands and cities 
means business and employment opportunities 
without the threat of recurring flood damage. 
In brief, river development can be a vital fac¬ 
tor in a region’s future prosperity. 

a. TYPES OF DEVELOPMENT WORKS 

Navigation, flood control, power, irrigation, 
pollution and water-supply control — each of 
these presents developmental possibilities; but 
the greatest benefits will be derived from the 
construction of works that serve several of 
these purposes, as well as others such as recrea¬ 
tion and wildlife conservation. Such so-called 
multiple-purpose development projects arc the 
cornerstones of river valley and regional de¬ 
velopment. 

Thus, while needs arc examined in this sec¬ 
tion in terms of the single purpose to be 
achieved, it should be borne in mind that the 
projects discussed in the next section would 
serve several of these purposes. 

Navigation Developments 

Settlement of this continent proceeded from 
the natural scacoast harbors up the rivers into 
the midcontincntal area. At first, only minor 
improvements of these harbors and natural 
waterways were made to eliminate the most 
dangerous hazards to navigation. Then cainc 
the great era of canal building during the early 

25. Data for tliis section taken from: Transportation 
and Waiioriiil Policy. National Resources Planning Board, 
May 19-1pp. 427-55; Sational Resources Deielopment 
Report for /•>.*,*. Part II. pp. 50-53; and Report of the 
Chief of Lngmeert. U.S. Army, 1945, Pt. I. Vol. I, pp. 
1 - 21 . 


nineteenth century. With the development 
of the railroads in the latter half of that 
century, however, waterways steadily lost 
ground as a major means of transport. Im¬ 
provements to scacoast harbors nevertheless 
continued on an expanding scale. Finally, just 
after the turn of this century, the federal gov¬ 
ernment again embarked upon a program of 
inland waterway improvement that has con¬ 
tinued to this day. 

The total capital cost to the federal gov¬ 
ernment of all projects for the improvement 
of harbors and rivers has amounted to more 
than $2 billion, exclusive of the TVA pro¬ 
gram. Expenditures by state and local govern¬ 
ments for similar improvements arc estimated 
at about $550 million. In all, the total capital 
outlay for such improvements is not less than 
S2.6 billion. If we add to this amount the public 
investments of $1.1 billion in water terminals 
of all sorts, the total present public investment 
in river and harbor improvements and termi¬ 
nals is about $3.7 billion. 

Navigation improvements may be discussed 
in terms of five separate types: (1) seacoast 
harbors and channels; (2) the Mississippi 
River system, including its tributaries; (3) 
the Intracoastal Waterway along the Atlantic 
and Gulf coasts; (4) the Great Lakes system 
and connecting channels; and (5) other im¬ 
provements to rivers along the Atlantic, Pacific 
and Gulf coasts. In terms of total mileage of 
navigable waterways, the Mississippi River 
system is the largest. But the Great Lakes 
system has the largest mileage of deep chan¬ 
nels. Currently, these inland waterways carry 
about 18 per cent of the freight traffic in the 
United States. 

There arc no estimates available of the needs 
for navigation improvements. The total cost 
to complete federal navigation improvement 
and related multiple-purpose programs now 
authorized, awaiting authorization or cur¬ 
rently under study is estimated at more than 
$2 billion. (See Table 148.) This proposed out¬ 
lay almost equals the previous federal ex¬ 
penditures for this purpose, and it is about 54 
per cent of all previous public expenditures. 
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Table 148 

Estimated Costs and Time Required for River 
Valley Development Procrams 


Program 

Total 
Cost • 

Year, 

Required 

Annual 

Cost 

Total 

$26,550 

— 

Si,087 

Navigation 

2,000 

20 

100 

Flood control 

3,000 

20 

150 

Hydro power 

12,000 

40 

300 

Irrigation 6 

3,000 

3 ° 

I uu 

Pollution abatement 

3 * x 5 ° 

*5 

210 

Water supply 

3,400 

*5 

227 


a. Total cost could cas.ly run n.gner. c*™**," — 
velopmcnt of hydro power —see text d ‘ scuv '*°"; i V u ' s 
duplication on multiple-purpose projects, minimum figures 

‘"“Thu item alio appean in Table wd I 

some hydroelectric and flood-control developments. 
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used; on the other hand, their use without 
protection involves constant risks. 

The great Mississippi flood of 1927, which 
took 246 lives and caused $300 million of prop¬ 
erty damage, focused attention dramatically on 
flood control as a national problem. Previously, 
the construction of flood-control works was 
largely a responsibility of state and local gov¬ 
ernments. Following that flood, Congress 
adopted for the first time, in 1928, a compre¬ 
hensive program for flood control along the 
lower Mississippi River. Eight years later, in 
1936, Congress adopted a national policy o 
providing flood-control works. 

There arc no estimates of the total outlay re¬ 
quired to eliminate the danger of floods in the 
nation. The federal government has spent 
about $526 million in the lower Mississippi 
River Valley alone since 1928, and about 5 ;>oo 
million more is required to complete the pres- 

vi at t /*« ent flood-control program. Another 5/25 m, ‘ 

Flood Control spcnl by the federal government 

In recent years, average annual flood losses f flood-control works throughout the 

in the United States have exceeded $uo mil- An a<ldilio nal S«-8 billion will be re- 

lion. Single floods are sometimes national • ^ lcle wor k already authorized, 

calamities. The Ohio-Mississippi flood ot 1937 H limalc d that the total cost to complete 

killed 137 people and destroyed property m$ ific ally directed toward flood 

valued at $400 million. control that arc authorized or awaiting au- 

Floods seem to be increasing in frequency Z ation or currently under study might 

and destructiveness. To some extent, this is billion. On the basis of a capitaliza- 

duc to increased utilization of flood plains, but current average annual flood losses, 

the increasing destructiveness of small flash non of the cur ^ ^ ^ ^ $j bnlion 

floods on headwater tributaries is due partia > ^ bc rcasona blc. At the present rate of c\- 

to the destruction of the forest and other vege- b a program would take about 

tative cover on the land. As a result, part of t »c P ’ complete. (Sec Table 148.) 

water storage capacity of the flood-control 20 Y cars 1 

dams and reservoirs now built has bed. pro- H Jroeleclric Power” 

vided to accommodate flood flows that for- watcr power in the United States 

merly were retarded by the forests and oth abo)jt a$ M as industrial history of the 

land cover. _ lf , frv p rior to the development of elcctn- 

The use for agriculture and industry of y ’ • • however, power derived 

lands that lie in the flood plain areas and arc cal transmi sion, . , , I , %| f ^ rKr 

subject to floods presents another problem. 

Many of these lands arc too valuable to lie un- 


26. Data for this section taken from: Report ot the 
Chief of Engineer,, pp. 1-21; War Department Civil / 
lion, Appropriation Bill for 1943 - Hearing* belore uie 
Committee on Flood Control. House of Representatives. 
79 th Cong., ad sess., pp. 2-22; and National Retoune, 
Development Report for 1943 . Fart IL PP- 47 - 4». S 3 - 


cal transmission, however, 
from falling water could be used only at 

„„ r> it 1 for this section taken from: Energy Retot.ree, 
,/ Pohcv National Resources Committee. 1939. 
and National /Wy. rj ef D eielopment Heron for 

PP . ' tl Development ol Mineral Retouree, of 

veys, U.S. Senate. 77 «»» Cong.. 1st sess.. *• I» 

281-327. 
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fall. With the advent of electrical transmis¬ 
sion, the energy of falling water became avail¬ 
able anywhere within reach of transmission 
from the power site. Now a large hydroelectric 
power plant can supply electricity anywhere 
within a circular area of 200,000 square miles, 
an area twice as large as the combined area of 
New York, Pennsylvania and New Jersey. 

In normal times about 35 per cent of the 
electric energy generated for public use comes 
from hydroelectric plants. Almost 30 per cent 
of the installed capacity of electric-generating 
plants is in hydro plants. We have developed 
less than 10 per cent of our estimated potential 
water-power resources. However, it is not 
feasible to develop all of the potential water 
power because of price and engineering diffi¬ 
culties. From both an engineering and an eco¬ 
nomic standpoint, it is estimated that about 54 
million kilowatts of generating capacity —or 
less than 50 per cent of the theoretical potential 
installations — are feasible of development. 

While the feasible undeveloped water-power 
sites arc estimated to be capable of producing 
about six times as much energy as those now 
developed, they cannot supply all our needs for 
electric energy. For example, all the feasible 
undeveloped water-power sites east of the 
Rocky Mountains could supply only 60 per 
cent of the electric energy that was actually 
generated for public use in 1940 in the same 
areas. In the principal industrial regions — 
those in the northeastern part of the United 
States — the feasible undcveloj>cd water power 
could supply slightly less than 30 per cent of 
the electric energy generated for public use. 
More than 60 per cent of the feasible unde¬ 
veloped water-power resources lie in the n 
Rocky Mountain and Pacific Coast states and 
4 ° per cent are concentrated in the Pacific 
Northwest. Thus, a major share of the future 
hydroelectric power expansion possibilities arc 
in this area. 

There arc no exact estimates of the outlays 
required to produce the feasible 54 million 
kilowatts from water-power resources. In 
many cases, the proposed sites of the hydro de¬ 
velopments have not been explored ade¬ 


quately to make possible construction-cost es¬ 
timates. However, the outlay required in 
dams, reservoirs and generating equipment to 
develop the feasible water power would prob¬ 
ably be about $12 billion, or $300 million an¬ 
nually over a 40-year period. (See Table 148.) 
To this must be added the necessary costs of 
the main transmission lines for these projects, 
which might reach another $3 billion. 

A development program of this magnitude 
to exploit all of our feasible water-power re¬ 
sources would obviously have to be a long- 
range one, covering a period of 40 years or 
more. The rate of development would depend 
upon many price and cost factors, including, 
of course, the competitive position of electric 
energy in our total national demand for energy 
resources. 

Irrigation 29 

Currently, irrigation developments are be¬ 
ing undertaken almost exclusively by the fed¬ 
eral government, which has already spent 
more than $700 million for such developments. 
About $3 billion more would be required to 
complete projects now under construction or 
proposed for future construction. This esti¬ 
mate may be increased greatly when the feasi¬ 
bility of other projects under study is defi¬ 
nitely determined. All these development pos¬ 
sibilities lie west of the 97th meridian — a line 
running north and south through the Dakotas, 
Nebraska, Kansas, Oklahoma and Texas. Of 
course, not all of these expenditures would be 
for irrigation alone. Nearly all irrigation proj¬ 
ects are by their nature now of the multiple- 
purpose development type, and a large share of 
the S3 billion cost of such projects would be al¬ 
located to other features, such as hydroelectric 
power and flood control. 

Future irrigation developments will prob¬ 
ably be more complex, with comparatively 
high costs per acre of land irrigated. In this 
connection, there are many interesting expan¬ 
sion possibilities for developing irrigation- 

28. See the previous section of this chapter on "Land 
Development — Irrigation"; also National Resources De¬ 
velopment Report for 194}, Part II, pp. 48. 53. 
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power projects in conjunction with the devel¬ 
opment of the light-metal ores in the West. 
Such a program was actively studied by the 
Department of the Interior as a wartime pro¬ 
gram, although its peacetime potentialities arc 
nearly as great. 

Pollution Abatement ? 9 

The three major sources of stream pollution 
are municipal sewage, mining wastes and in¬ 
dustrial wastes. Substances discharged into 
streams from these origins may cause disease, 
result in obnoxious tastes, colors and odors, 
corrode structures, prevent or jeopardize rec¬ 
reation and destroy aquatic life. 

Water pollution is especially serious in the 
relatively populous and highly industrialized 
northeastern section of the country, which 
stretches from the Atlantic seaboard between 
Boston and Washington westward to Chicago 
and St. Louis. Fully 75 per cent of the nation's 
pollution abatement problem lies within this 
area and within a few outlying areas on the 
Plains and the Pacific Coast. 

While considerable progress has been made 
in recent years in cleaning up the nation’s 
streams and rivers, much still remains to be 
done. A nation-wide program to provide ade¬ 
quate sewage disposal for the existing popula¬ 
tion and obtain reasonable abatement of 
stream pollution would cost Si .8 billion and 
would require between 10 and 20 years for 
completion. To provide for future urban popu¬ 
lation increases would cost S30 million annu¬ 
ally, while replacement of obsolete and worn- 
out facilities would cost another $60 million 
annually. Such a program — totaling over $$ 
billion during the entire period — would not 
contemplate complete treatment of all wastes, 
but only a reduction of pollution to the point 
of reasonable safety. (Sec Table 14S.) The 
treatment is given by means of plants at the 

29. Data for this section taken from: "A Summary of 
on Sewerage Systems in the Unite! States." 
rubhc Health Report, (Public Health Service). Vol. LVII 
Ij 43 ]' No - t2 ’ PP* 409-21; Water Pollution in the 
united Statet. National Resources Committee. 1939 . PP- 
“»45 and Drainage Batin Problemt and Program!, rev. 

•' National Resources Committee, 1937. PP- 126-31. 


point of discharge of the sewerage systems 
into the streams. These plants remove the 
harmful organic or other wastes that are pres¬ 
ent in the sewage and then discharge the re¬ 
maining water into the streams. 

Public Water Supplied 9 

More than 75 million people in the United 
States obtain their drinking water through 
public water-supply systems. It is estimated 
that these constitute about 90 per cent of the 
people who could — from an engineering and 
economic standpoint — be served by public 
water-supply systems. While most communi¬ 
ties of any size have a public water-supply 
system, many small communities arc still 
chiefly dependent upon private wells and cis¬ 
terns supplying water that is often of question¬ 
able quality for drinking purposes. 

Many of the present systems arc inadequate. 
Additional sources of supply arc needed to pro¬ 
vide full service for expanding populations, or 
to replace present sources that arc no longer 
free from pollution. Many existing treatment 
plants need modernization and enlargement. 

In all, it is estimated that capital outlays of 
at least $800 million would be required to 
bring the present systems up to reasonable 
standards and to extend the public systems to 
the 10 per cent of the population that is not 
served. Probably another $650 million will be 
required by i960 to take care of the increase in 
urban population by that date, while an addi¬ 
tional $130 million will have to be spent an¬ 
nually to replace facilities as they wear out or 
become obsolete. In all, approximately S3.4 bil¬ 
lion could well be invested in public water- 
supply systems by i960. 

Summary 

It is not easy to make an over all estimate 
of needs for river control and development 
works. However, an outlay ol from $25 billion 

30. DiU for this s«ti**n taken from: "A Summary of 
Census D.iu on Water Treatment Wants in the United 
States." Pubhc Health Reportt (Public Health Service). 
Vol. LVII (1942). No. 45 ‘. and Drainage Haim Problem/ 
and Program t. pp. I 26-31. 
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to as much as $30 billion seems reasonable. 
Nor can an accurate estimate be made of the 
other private oudays and investments that 
would follow such a program. Opening of 
new lands and the protection of existing ones, 
low-cost hydro power, and the uncovering of 
new industrial opportunities — all together 
these provide enormous expansion possibili¬ 
ties. 

A summary of possible minimum costs in¬ 
volved in each type of program is given in 
Table 148, together with the years required 
for completion. 

b. AREAS WITH DEVELOPMENTAL POSSIBILITIES 

In most areas, the various phases of a river 
control and development program are closely 
related to a comprehensive valley develop¬ 
ment program. This has led to frequently — 
and often bitterly — discussed proposals to 
create more valley development authorities 
modeled after the Tennessee Valley Authority. 
Although the method of administering such 
regional programs or their desirability may be 
subject to dispute, it is undeniable that where 
the water and land development needs are 
closely interlocked a coordinated develop¬ 
ment plan promises the best returns for the 
outlays involved. 

Practically every river valley in the country 
offers some possibilities for a coordinated de¬ 
velopment of its water and land resources. The 
areas selected here for detailed review arc 
merely illustrative of needs and opportunities 
in this field. 

(1). Tennessee Valley ** 

The first example on a broad scale of a com¬ 
prehensive river valley development program 
in the United States is the Tennessee Valley. 
The completion of the system of dams under 
construction by the TVA will provide the 
needed regulation of the main river and its 
tributaries. 

31. Daia for this section taken from: TIC*. 1941. pp. 
2-4, and Annual Report. 1945. both by the Tennessee Val¬ 
ley Authority: and Drainage Barm Problems and Pro - 
grams, pp. 23-25. 


The Tennessee River drainage basin in¬ 
cludes parts of seven states. The topography 
varies from rugged mountains to flat alluvial 
plains. Of the 26 million acres of forest that 
once covered this region, about half have been 
cleared for tillage and other purposes. Much 
of the cleared land should have been left un¬ 
der forest cover. At least a million acres lie 
idle and unproductive; about another 1.5 mil¬ 
lion acres will have to be retired unless drastic 
soil-saving measures are instituted. An addi¬ 
tional 4.5 million acres are in need of special 
treatment. 

A major purpose of the program of unified 
development of the resources of the valley is 
the construction of a nine-foot navigation 
channel in the Tennessee River from the junc¬ 
ture of the Tennessee with the Ohio, at Pa¬ 
ducah, Kentucky, to Knoxville, Tennessee, 650 
miles upstream. This involves the construction 
of storage dams and navigation locks and the 
dredging of the channel. The dams also pro¬ 
vide flood control and power. To complement 
these major activities, there is a program of 
basin-wide erosion control, forestry operations, 
agricultural demonstration and rural elec¬ 
trification. 

About $718 million (net) had been spent up 
to 1945 in financing the capital improvement 
program. There were 30 major projects then 
in operation or under construction, including 
dams developed or acquired for navigation, 
flood control and power, and steam-generating 
plants. These projects produced about x 1.5 bil¬ 
lion kilowatt-hours of energy in the 1945 fiscal 
year. 

Installed capacity of the TVA system in 
1945 was about 2.2 million kilowatts; fu¬ 
ture installations, when completed, will add 
another 650,000 kw. of generating capacity. 
The total storage of the dams now completed 
or under construction will reduce flood crests 
on the Mississippi River by as much as three 
feet at Cairo, Illinois. Further river develop¬ 
ment potentialities in the basin arc estimated to 
involve an outlay of from $200 million to $300 
million, so that the total capital cost of the 
project should not exceed a billion dollars. 
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(2). Great La^es-St. Lawrence J= 

One of the greatest single valley develop¬ 
ment potentialities in the country Is the St. 
Lawrence Seaway project. In simplest terms, 
this project proposes the construction of dams, 
locks and canals at the International Rapids, 
Soulanges Rapids and Lachinc Rapids on the 
St. Lawrence River to provide a channel 27 
feet deep in this part of the river in place of the 
14-foot depth now available, so that vessels of 
large size may travel from the Great Lakes to 
the sea and deep-draft ocean-going vessels may 
pass from the Atlantic Ocean into the Great 
Lakes. A coordinate and equally important 
feature of the Seaway is the hydroelectric 
power that will become available at the Inter¬ 
national Rapids section of the project. The in¬ 
stalled capacity of the generators will be 1,640,- 
000 kw., and the average annual output of elec¬ 
tricity will be about 13 billion kilowatt-hours. 

This project would involve a total outlay 
of about S455 million, according to recent esti¬ 
mates, of which about Si45 million would be 
Canada’s share and $310 million the share of 
the United States. About S50 million of the 
$455 million would be expended in the Great 
Lakes connecting channels to provide chan¬ 
nels of 27-foot depth. 

The project would open a waterway well 
over 2,000 miles long from Duluth, Minnesota, 
to the entrance of the St. Lawrence River at 
Belle Isle, near Newfoundland. Unobstructed 
navigation is now possible over about 975 miles 
that lie in the open Great Lakes. The distance 
of 1,003 miles from Montreal to the Straits of 
Belle Isle is also navigable for ocean-going ves¬ 
sels. Only in the 119 miles from Ogdensburg. 
New York, to Montreal arc there obstructions 
(locks with 14-foot depth) that prevent ordi¬ 
nary ocean-going vessels from navigating into 
the heart of the American continent. 

Recent estimates of the Department of Com¬ 
merce indicate a possible American traffic 
through the St. Lawrence project of 10 mil- 

3 a. Da la for ihi* section taken from The St. Lawrence 
,!T‘ , n y \ Depar,mcnl of Commerce, 194a. P«- HI. PP- 33 “ 
37 ; Pt. VI. pp. vii-ix; Pi. VH. pp. 1 6 - 32 . 


lion tons annually, with a potential saving of 
at least $36 million in transportation costs. 
Furthermore, it is estimated that, as a result of 
the power development, new employment pos¬ 
sibilities would be provided for about 50,000 
workers, and investments in electrochemical 
industries would be stimulated. 

(3). Connecticut and Merrimack{ Valleys 33 

River development works in the Connecti¬ 
cut and Merrimack basins arc required mainly 
for flood control and pollution abatement. 
Commercial fishing in the lower Connecticut, 
once important, has been seriously impaired 
by industrial and municipal wastes. The heavy 
pollution of the lower Merrimack has injured 
the local seafood industry and adversely af¬ 
fected the recreational value of neighboring 
sea beaches in New Hampshire and Massa¬ 
chusetts. Floods in these two valleys have 
caused damage running into millions of dol¬ 
lars. Studies of the frequency and magnitude 
of these floods indicate that llood damage 
alone may justify the cost of the storage reser¬ 
voirs needed for flood control. In addition, 
these developments might include power de¬ 
velopment and other benefits. 

A major need of industry in New England, 
as in other manufacturing areas, is an ade¬ 
quate supply of low-cost power. Studies of the 
Federal Power Commission indicate that there 
arc 12 key reservoir projects in the Connecticut 
basin and 8 key projects in the Merrimack 
basin that should be included in multiple-pur¬ 
pose programs for these basins. \\ bile not all 
of these would serve both flood control and 
power development, more than half ol them 
have power possibilities that would produce 
almost a billion kilowatt-hours annually. 

Cleaning up New England’s rivers would 
involve a considerable outlay, perhaps as much 
as $100 million, a good part ol which would he 
spent in these two valleys. 

3*. Data for this section taken from: Twentieth An¬ 
nual Report ol the Federal Tower Comnunum. 1940. pp. 
.7-30; Report ol the Chief of Fngmeert. S*. l*s: and 
Drainage Harm Pro/lemi ami Program /. p. 1 S 
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(4). Ohio Valley 54 

One seventh of the population of the United 
States is concerned direedy with the waters of 
the Ohio River. To these people, this great 
river serves as “a sewer, a source of water sup¬ 
ply, an outlet for floods, and a highway.” 

The pollution problem in the Ohio River 
basin is one of the worst in the country. On 
days of minimum flow at certain places along 
the river, about one quart in every gallon of 
water has passed through a sewerage system. 
Sewage from a population of almost 4 million 
people is carried by sewers directly to the main 
river without treatment. A reasonable degree 
of pollution abatement would probably in¬ 
volve an outlay of not less than $200 million in 
the valley. This would include construction of 
treatment plants for domestic and industrial 
sources of pollution, mine scaling and con¬ 
struction of storage reservoirs. 

The problem of pollution is closely related to 
that of water supply in the valley. With the 
heavy drain on underground waters from 
wells, keeping the surface waters clean be¬ 
comes more important than ever. The main 
river now serves as a source of drinking water 
for more than 2.5 million people. At least $250 
million is now needed to improve water sup¬ 
plies in the valley, through storage reservoirs 
and water purification systems. 

The record-breaking flood of 1937 in the 
valley focused national attention on the need 
for a flood-control program in the area. Such 
a program would require a system of dams 
and storage reservoirs to regulate the main 
stream and local protection works. The Ohio 
is one of the main tributaries of the Missis¬ 
sippi, and the programs for the control of the 
two rivers should be integrated. Currently, the 
Army Corps of Engineers estimates that a 
comprehensive flood-control plan for the Ohio 
River would involve an outlay of Si billion. 

35 • Dan far tins section taken from: Comprehensive 
Flood Control PI,in lor Ohio and Lower Miifis/ippi Ri t err. 
F!o:hI Control Committee Doc. No. i. Pr. III. House of 
Representatives. 75th Cone.. 1st sess.; Twentieth Annual 
lie port of the Federal Power Commission. pp. 30, 31: and 
Ihjtiuitie lii'in Prol/ems and Program/, pp. 25-27; Ohio 
Hirer Pollution Control. II. Doc. 266. 7Sth Cone.. 1st sevs.. 
1953 - 


Soil erosion-control programs arc also needed 
to aid in stopping rapid runoffs, which con¬ 
tribute to floods. 

The flood-control works also provide oppor¬ 
tunities for power development. Studies of the 
Federal Power Commission indicate that 
when the demand for power requires it, the 
multiple-purpose developments in the upper 
Ohio basin will provide an installed capacity of 
800,000 kilowatts with an average annual out¬ 
put of 1.5 billion kilowatt-hours. 

The greatest tonnage of river traffic in the 
country is carried on the Ohio and its tribu¬ 
taries, particularly the Monongahcla. Further 
improvements, including channel dredging, 
locks and replacement of obsolete dams and 
their operating equipment, are needed. An in¬ 
teresting waterway proposal is that of connect¬ 
ing the Beaver and Mahoning rivers, upper 
Ohio tributaries, with Lake Erie. This project, 
which would cost almost $210 million, would 
provide another connection between the Great 
Lakes system and the great Mississippi inland 
waterway system, facilitating traffic in iron ore 
from the Great Lakes to the Youngstown and 
Pittsburgh area and coal traffic from Pitts¬ 
burgh to the Great Lakes. 

(5). Lower Mississippi ” 

The use of the rich alluvial land of the lower 
Mississippi Valley has always been menaced 
by floods. Construction of levees to protect the 
land began early in the eighteenth century and 
has been proceeding ever since. After the great 
flood of 1927, the federal government under¬ 
took a tremendous flood-control program in 
the lower valley consisting of levees, reservoirs, 
channel cutoffs, spillways and floodways, the 
cost of which, when completed, will amount to 
more than Si billion. About $500 million is 
still necessary to complete the present pro¬ 
gram. 

Agriculture is the predominant industry 
throughout the 100,000 square miles of this 
area. While many of the major problems of 

35. Data for this section taken from Report of the 
duel 0/ Engineer/, p. 244s. an»l Drainage Basin Com¬ 
mittee's Report/ for the Lon er Mississippi Basin, National 
Resources Committee. 1937. p. 9. 
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farm tenancy are prevalent, there are great 
possibilities for combining the abundant water 
supply and the fertile soil of the area to sup¬ 
port a larger population with a higher stand¬ 
ard of living. With protection of the valley 
fairly well accomplished, further potentialities 
are appearing in the expansion of drainage ac¬ 
tivities and the possible settlement of new 
lands. Drainage activities would provide badly 
needed malaria control in some areas. 

(6). Arkansas Valley *° 

The Arkansas Valley— comprising the 
watersheds of the Arkansas, Red and White 
rivers — is one of the areas most frequently 
mentioned as possessing regional developmen¬ 
tal potentialities similar to those of the Ten¬ 
nessee Valley. Almost 7.5 million people live in 
this region, nearly half of them on farms. 
Farmland in the area is seriously eroded. 
Washing of soil in the eastern half of the val¬ 
ley has impoverished the land; wind erosion 

in the western half has been severe. 

In the western part of the valley, water is 
precious. Frequent droughts occur, and water 
conservation programs offer a real develop¬ 
ment possibility. The eastern part suffers from 
recurring floods, the annual flood loss being 
estimated at $25 million. Flood-control works 
combining hydroelectric developments arc 
needed to bring about a unified river develop¬ 
ment system. 

Underemployment of 60 per cent of the 
farmers in the region is a major problem. Most 
of these families live on farms too poor and 
too small to enable them to make a living. It is 
estimated that there arc 200,000 too many 
farms in the region and that about 8 million 
acres of the land in farms should be retired 
from cultivation. Extensive erosion-control op¬ 
erations could be carried out on the remaining 
cropland to stop depletion of the soil. Small 
farms could be combined into farms large 

36. Data for this Kclion taken from the following pnh- 
Iwationt of the National Resource* Planning Hoard: Na- 
•lonal Resource! Development Report for 194 f. Part >■ 
PP- 46-47; Regional Planning. Part XII. Arkansas Valley. 


enough to provide a suitable income for the 
farm operator. 

The people thus released from the land 
could be employed in industries that can be de¬ 
veloped in the region. Less than 10 per cent of 
its potential hydroelectric power resources 
have been developed and the area has mineral 
and power resources that can form the basis 
for many plastics and chemical industries. 

To open up the potentialities of the valley 
would require an outlay of about $2 billion for 
flood-control, power, irrigation, pollution-con¬ 
trol and water-supply projects, and for the re¬ 
habilitation work necessary to stop soil erosion 
and stabilize the land so that productivity 
could be gradually restored. With this initial 
outlay, industrial expansion and community 
development could easily follow. The limit to 
such expansion cannot be estimated, but it 
would certainly be many times the initial out¬ 
lay presented above. 

(7). Missouri Valley * r 

The valley of the Missouri River is the larg¬ 
est among the great tributaries of the Missis¬ 
sippi River. Stretching northwestward from 
St. Louis to Idaho, it fans out over 10 states. 
Almost one quarter of the nation’s farmland 
lies in this region. It is a land of extreme cold 
and intense heat, a land suffering from lack of 
water in the western part and recurring floods 
in the eastern part. While the valley has been 
primarily devoted to agriculture, it possesses 
mineral resources that arc still untapped, in¬ 
cluding oil and gas, lead and zinc, coal, lignite 
and manganese. 

A large part of the valley lies in the northern 
Great Plains area, where years ol adequate 
rainfall and withering drought alternate. 
Waves of immigration and of emigration have 
flowed with the weather cycles. Seven years of 

37. Data for this icction taken (tom: Report ol the 
Great Plaint Committee — the luture ol the Great I’lamt. 
1 q<6 ; Regional Planning. Part l\. the Northern Great 
Plaint. National Resources Planning I'M9’. Develop¬ 

ment ol Resource! am! Stabilization of Employment ,n the 
Umteil States. National llwurtrs Planning IWd. 194». 
Pt. II. |>. 151; St it toon River llann. II. I»<>c. 475 . 7 «li 
Cong.. 1944: and Missouri Riser Batin. S. Doc. 19*. 7 f '"* 
i'-oog., 1944 - 
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drought during the prewar decade seriously 
disrupted the economy of the northern Great 
Plains. Tax delinquency, heavy real estate and 
chattel mortgages and dependence on public 
assistance have been widespread. The original 
setdement of the land was such that the farm 
units are, generally, too small for successful 
grazing or dry-land farming. The area today is 
still a land of great risks — a yet unconquered 
frontier. 

A far-reaching program of land-use re¬ 
adjustment is needed in this area to stabilize 
its economy. According to the Northern Great 
Plains Committee: 

A type of agriculture suited to the climate, to¬ 
pography, soils, and natural vegetation, involv¬ 
ing, in general, larger operating units, a judicious 
combination of grazing and feed-crop production, 
and, so far as practicable, supplemental irriga¬ 
tion, should replace the cash-grain and small- 
scale stock rearing type of agricultural develop¬ 
ment in the many areas where the latter has failed 
and cannot succeed. 

Part of this readjustment should be effected 
also by the purchase and retirement from culti¬ 
vation of land now in farms not suitable for 
cultivation. For the Great Plains as a whole, it 
is estimated that 24 million acres should be 
retired. 

Extensive soil conservation, including range 
conservation work on public and private lands, 
is also needed. Although in recent years al¬ 
most 5 million acres have been brought under 
wind erosion control, and trees planted on 
100,000 acres more, much remains to be done. 
For example, seeding operations are needed to 
restore grass to the land. 

The comprehensive plan of river develop¬ 
ment recently authorized by Congress in¬ 
volves the construction of dams, reservoirs, 
levees, canals and power plants, for flood con¬ 
trol, irrigation, navigation, power develop¬ 
ment, recreation, wildlife and other purposes. 
The total cost of the program is estimated at 
$1,260,000,000. A total of 4,760,000 acres of new 
land will be irrigated, and 547,000 acres will be 
provided with supplemental waters. Power de¬ 
velopment would involve about 750,000 kilo¬ 


watts of installed hydro-power capacity, with 
an average annual production of 3.8 billion 
kilowatt-hours. 

An earlier irrigation development is the 
Colorado-Big Thompson irrigation project in 
the southwestern part of the valley. Now un¬ 
der construction, it will, when completed, cost 
$96 million and provide supplemental water 
supplies for 615,000 acres in the South Platte 
basin. 

(8). Pacific Northwest 38 

The Columbia River Valley and that of its 
largest tributary, the Snake River, form the 
backbone of a regional development that is 
unrivaled anywhere in the country. The 
Grand Coulee and Bonneville dams are the 
uppermost and lowermost of a proposed sys¬ 
tem of xx dams and reservoirs — of which 
three are now constructed — to use about 90 
per cent of the power possibilities of the Co¬ 
lumbia River. It is estimated that this system 
alone, including the costs of electric-power 
transmission, will require an additional outlay 
beyond that already made of not less than $800 
million. At least 75 additional dam and reser¬ 
voir projects have been proposed for the 
Snake, Willamette and other tributaries of the 
main river. These developments, when added 
to those of the main river, would bring the 
total cost for river works to more than a bil¬ 
lion dollars. 

These river-control works will develop a 
large share of the 19 million kilowatts of feasi¬ 
ble but undeveloped water-power resources of 
the Pacific Northwest. The water-power re¬ 
sources of the Columbia River alone represent 
30 per cent of the potential water power of the 
United States. The contemplated installations 
at the three existing Columbia River dams — 
Bonneville, Rock Island and Grand Coulee — 
represent nearly 3 million kilowatts. 

3$. Data for this section taken from the following pub¬ 
lications of the National Resources Planning Board: De¬ 
velopment 0/ Resources and of Economic Opportunity in 
the Pacific North west, 1942: National Resources Develop¬ 
ment Report for 1943, Part I. p. 47. Also. Investigations of 
the Columbia River and Its Tributaries, Committee on Irri¬ 
gation and Reclamation, H. Rcpt. 2099, 78th Cong., 2d 
scss., 1945. 
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Irrigation of about 5 million acres — or 
about one quarter of the remaining irrigable 
area in the entire nation — would be aided by 
these river development works as well as by 
others in the region. The Grand Coulee Dam 
alone will provide water for a million acres. 
Other land development activities in the re¬ 
gion that promise possibilities are drainage 
and clearing. Over 200,000 acres in the region 
appear feasible of development through drain¬ 
age, while 900,000 acres can be used after clear¬ 
ing. 

After careful study of land development po¬ 
tentialities, the Pacific Northwest Regional 
Planning Commission has estimated that 
nearly 2.5 million acres arc now feasible of de¬ 
velopment— with potentially 3.5 million acres 
more — by irrigation, drainage or clearing. 
The land now feasible of development would 
result in the creation of 21,000 new farms with 
an average of 81 acres each, and the addition 
of 800,000 acres to land now in farms. The ad¬ 
ditional 3.5 million acres of potential develop¬ 
ment would add nearly 2.7 million acres to 
land in farms and would provide land for al¬ 
most 13,000 new farms. 

These river development works arc also 
making possible the development of new 
ports along the Columbia River. The Colum¬ 
bia will soon be navigable for ocean-going ves¬ 
sels as far as The Dalles, 190 miles inland. 

The volume of other industry and com¬ 
munity developments that would follow in 
the wake of such a river development pro¬ 
gram as outlined could be substantial. When 
cheap power is available, production of alu¬ 
minum, ferroalloys and other light metals be¬ 
comes economically possible. One half the 
volume of standing saw limber in the nation 
15 m this area; with sustained-yield manage¬ 
ment, further expansion of forest products in¬ 
dustries is possible. 

While the Pacific Northwest contains ap¬ 
proximately 10 per cent of the land area of the 

nited States, the region accommodates less 
1 an 3 per cent of the nation's population. But 
economic opportunities in the region are al- 
rcady beginning to attract migrants. About 


200,000 people settled in the region between 
1930 and 1940, of which the greatest number 
came from the northern Great Plains. War¬ 
time employment opportunities greatly in¬ 
creased the inflow. It is possible that regional 
development would permit an increase in its 
population by two or three times. 

(9.) Central Valley of California 3 ' 

Between the Sierra Nevada and Coast 
Range, and extending north and south a dis¬ 
tance of 450 miles, lies the great Central Valley 
of California — the valley of the Sacramento 
and San Joaquin rivers — the chief agricul¬ 
tural area in the state. More than a million 
people make their homes in the valley; 30 per 
cent of them live on farms. An appreciable 
proportion of the nonfarm population is en¬ 
gaged directly or indirectly in packing, proc¬ 
essing, preserving, transporting and mer¬ 
chandising farm products, or in selling imple¬ 
ments and supplies to the farm population. 
Forty-five per cent of all farm products of the 
state are grown in the valley. 

But agricultural development in the Cen¬ 
tral Valley has outstripped nature's plan of 
water distribution. While the Sacramento 
River basin at the north end of the valley pro¬ 
duces two thirds of the water, the San Joaquin 
River basin at the south end of the valley has 
two thirds of the cropland. In the past the 
cropland has been irrigated with water 
pumped from wells, but pumping has taken 
the water faster than it has been replenished 
by rainfall and stream flow. As a result, almost 
50,000 acres of once highly productive land 
have been abandoned because wells went dry 
or because deeper pumping became too costly. 
In all, some 200.000 acres of the valley land are 
gradually reverting to desert. 

To rehabilitate this land and to save the 
other cropland threatened by lack of water, 

39. Data for tins section 1.A111 from: Power 

Pea turn at the State Wafer Plan m the Great Central l al¬ 
ley Harm. Water Protect Aullioni> tlic Stale «>l Cali¬ 
fornia. 1941: Central Valley Protect. bureau of Keclama- 
lion. Department of tl»c Interior. i 9 V>: and Interior De¬ 
partment Appropriation Hill for f/45. Hearings before the 
Subcommittee of the Cmnnniirr on Appropriations. Mouse 
of Representatives. 7 »'li Cong., ad *>».. Pc. I. pp. 
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the federal government is constructing the 
Central Valley project at a total cost of $384 
million. This project, when completed, will 
provide a full supply of water to 175,000 acres 
and a supplemental supply to another 2 mil¬ 
lion acres. The project consists of two large 
storage dams (Shasta and Friant), a regulat¬ 
ing and power dam (Keswick) and a 350- 
mile system of canals to serve lands which 
have insufficient water. But this is only the be¬ 
ginning of a larger plan — the State Water 
Plan — for the coordinated development of 
water resources in the state. 

The complete State Water Plan for the de¬ 
velopment of the Central Valley contemplates 
24 major storage reservoirs on the eastern and 
western tributaries of the Sacramento River 
and on the eastern tributaries of the San Joa¬ 
quin River. This plan is designed primarily to 
furnish adequate supplemental water supplies 
for all domestic, municipal and industrial uses 
in the valley, and for the ultimate irrigation of 
nearly 10 million acres of irrigable land in the 
valley, as compared with the present irrigated 
area of some 3 million acres. 

Other objectives of the plan are the restora¬ 
tion and maintenance of commercial naviga¬ 
tion on the rivers, control of floods, and de¬ 
velopment of hydroelectric power at 10 of the 
major storage dams and at 5 of the smaller 
ones. The power features of the plan contem¬ 
plate an aggregate installation of 1,178,000 
kilowatts with an average annual output of 
nearly 6.8 billion kilowatt-hours. In addition, 
auxiliary steam-electric installations, esti¬ 
mated at from 500.000 to S00.000 kilowatts, 
would be required, along with the main trans¬ 
mission system for both the hydro and the 
steam plants. 

I he potential outlay for this entire plan, 
including the dams, power plants, canals, 
auxiliary steam-electric plants and the trans¬ 
mission lines, would be about St.S billion. The 
control of the Sacramento and San Joaquin 
rivers that would be achieved by this valley 
development plan would assure the future of 
this region. 


(10). Colorado Valley 40 

The Colorado River system —the third 
largest drainage basin in the nation —in¬ 
cludes parts of seven states and a small portion 
of Mexico. The river and its tributaries supply 
water and electric power for domestic use, 
livestock raising, agriculture, mining and 
manufacturing in the area. The principal de¬ 
mand upon the waters of this river system is 
for irrigation; it now irrigates about 2.5 mil¬ 
lion acres. Ultimately it may irrigate more 
than 2 million additional acres; about 4 mil¬ 
lion kilowatts of potential water power can be 
developed when needed. 

The maximum control and use of the 
waters of the river system will require a sys¬ 
tem of multiple-purpose dams and reservoirs, 
primarily to provide water for irrigation, but 
also to provide storage for power and flood 
control, to improve sanitation and to provide 
wildlife refuges and recreational facilities. 
Such future development has been furthered 
by the Colorado River Compact among the 
seven states involved. This compact appor¬ 
tions the waters in the basin between the up¬ 
per and lower basin states. It was an important 
step in bringing about the comprehensive de¬ 
velopment of the river. As a result, the con¬ 
struction of the Boulder Canyon project, 
which includes both Boulder Dam and the 
All-American Canal, was made possible. 
Boulder Dam, in turn, made possible the 
construction of a scries of related works in 
the lower basin, including Parker Dam, the 
aqueduct of the Metropolitan Water District 
in Southern California, the Gila irrigation 
project and others. 

The full development of the basin also has 
international implications. The recent treaty 
between the United States and Mexico ap¬ 
portions the available water of the Colorado 
basin between the two countries and will 
allow the full development of the entire avail- 

-*°. ^- ,,a f° r this section taken from: Drainage Basin 
Com,mute's Retort for the Colorado Basin. National Re¬ 
sources Committee. 1957: and Development of Resourees 
and Stabilization of Employment in the United States. 
p. 201. 


RURAL AND REGIONAL DEVELOPMENT 


ahlf* water supply of the basin for irrigation, ^ 

hydroelectric power and other P-P°- ^ 

From the standpoint of potential develop- 

ment, the valley can be divided into the upper_ (/„ Millions) _ 

and lower portions. In the upper basin, dc- Coil 

vclopmental potentialities appear to require prat p roe ram ' Total Annua 

an outlay of about $1.2 billion. Works are Type o) Pro*™ --- 

needed to divert water by tunnels or conduits Toul $42,30551,7* 

through the mountain ranges from the Colo- and grazing , ands « 1,750 48 

rado Valley to adjoining valleys where the conserva ,i on and range- 

water is badly needed. The Colorado-Big | ani l rehabilitation 5 - 5 °° 3 2 

Thompson project in Colorado and the Deer Irrigation, drainage and clear- |( 

Creek project in Utah are examples of these ing 

diversion works. Extensive erosion-control Forcsl ant j recreational lands 7-°£5 
operations in the upper portion are also Forest conservation 3 ; 

needed to prevent silting in the lower river. Forest development 3-545 ^ 

Before Boulder Dam was built, the Colorado Recrea * 

River annually deposited enough silt in its Ri r valley development 3 - 5 j * 

delta to cover 100,000 acres to the depth of one Nav.gauon and flood control 5^ 

foot- ... .. Pollution and water supply 6,550 4 

The development of the lower valley was_- 

dependent —to a large degree-upon the Jeiir „, ; Table .46. .47 >"«• * 4 »- 

construction of Boulder Dam. This $150 m.l- , on i,’u“ n snnoalWI 

lion project was completed for in.t.al opera- 

lion in 1936, although installation of the guv Vi .n order t« Ihe rccronon cuinun 

erating equipment still continues The ult, 
mate installed power capacity at the dam will 
be 1.3 million kilowatts, of which over one 

million kilowatts arc now installed. T he entire Summary 

project also includes the All-American Canal, 4. . • 

which will serve the lands in the Imperial The entire program of rural and riser va 


Type of Program 


Total 


4. Summary 


Total Annual* 

$42,305 $ 1 , 7*7 
IX.750 4**5 

^1 uy 4 nu 5*—•••© ——- 

Soil conservation and range¬ 
land rehabilitation 5-5 00 3 20 

Irrigation, drainage and clear- 

ing 6 ' 2 5° 165 

Forest and recreational lands 7»°£5 

Forest conservation 3 6 ° 2 * 

Forest development 3-545 

Recreation b 3- ,0 ° 

River valley development 2 3-55« 9*7 

Navigation and flood control 5-000 5 

P<jfut°io l n and water supply 6,550 437 

Source,: See Tables .46. *47 »" d * 4 »- 


project also inciuucs inc .., , . , ■ ,, ,|l cv 

which will serve the land, in the Impend Thc enlirc |irogr am o rural and mer valley 

Valley and lands on the Yuma and Gila irn- dcvc i opmc nt as outlined m this eh. | c 
nation projects. Thc future developmental po- cos( in tl)c neighborhood of S-|= , 

tcntialitics in the lower valley appear to total minimum ovcr a ,5. to 6o-year |*r,od. Ne ' 

at least $1.3 billion, over and beyond what has billion of this amount would b. sj'vii < 
already been invested in thc Boulder Canyon ^ conscrvatlon all d the restor.it on and dc 

project. . .. . . vclopmcnt of crop and gra/mi: 1 * 

In all. then, development potentialities m ^ aboul $ 7 billion would be needed lor 
thc valley, in addition to what has already ^ conscrva(ion a „d the development of 
been completed, appear to range up to >2.5 *>' 1 f orols an d recreational land, l in-dlv, about 
lion for river-control works, irrigation features ^ 1>il||on _ or OVC r half of the total amount 
and power production facilities. —could be spent on river valley control and 

In thc past, a large portion of the irrigation ^ m |)rojcC ,s, including a $.2 billion 
dcvciopmcnt works in this area have Ihch hv j rockclric |K>wcr expansion program, 
privately financed, but future expansion re afc slimiu . ir i/ed in Table 149. 

quires thc dcvciopmcnt of large enterprises ^ W|lh die estimated annual expendi- 

that appear to he quite beyond thc xo[k <• ncCCSS ary to carry out the program, 

private financing. 
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CHAPTER 20 


GOVERNMENT EXPENDITURES 


x. Framework of Study 

In order to estimate future government ex¬ 
penditures, it is first necessary to summarize 
public expenditure trends during the past 
three decades and analyze the factors respon¬ 
sible for them. The extent and causes of ex¬ 
penditure changes should be identified, not to 
project past trends into a repetitive pattern for 
the future, but, rather, to show how an evolv¬ 
ing government and changing economy will 
result in new and different patterns of expendi¬ 
ture. 

a. GOVERNMENT UNITS AND SERVICES 

Governments spend money to perform a 
wide variety of service, protective and regu¬ 
latory functions provided by a complicated 
network of government units—155,116 in 
1942.* The federal government was responsible 
for $12,945,000,000 of the total general-gov¬ 
ernment expenditures of $23,130,000,000 in 
1941; the 48 states accounted for an expendi¬ 
ture of $3,555,000,000; and the 155,067 local 
governments for $6,632,000,000. 

Local expenditures were largely concen¬ 
trated in a relatively few units of government. 
The 397 cities with more than 25.000 popula¬ 
tion accounted for 84 per cent of all city ex¬ 
penditures, the remainder being spent by the 
15,893 small cities. School districts constituted 
well over two thirds of the total number of 
government units, but they incurred only one 


By Georce B. Galloway, Assistant Research Di¬ 
rector of this survey, and Wylie Kilpatrick, 
Governments Division, Bureau of the (.emus. 
Analytical methods and interpretations and con¬ 
clusions in this chapter arc those of the authors 
and arc not to be imputed to the Bureau <*f the 
Census or other organizations with which the au¬ 
thors have been or arc associated. 


fourth of all local expenditures. The 18,919 
townships were responsible for only 5 per cent 
of local spending; and most of this small pro¬ 
portion was spent by urbanized townships. 
Much of the expenditure by the 3,050 counties 
and the 8,299 special districts was concentrated 
in a small minority of large units. 

Thus 70 per cent of total government ex¬ 
penditure was incurred by the federal and 
state governments, and the bulk of the remain¬ 
ing 30 per cent by a few hundred local govern¬ 
ments. The main trends of public expenditure 
are therefore determined by a small minority 
of large units in a manner similar to the con¬ 
centration of the control of American industry 
in the hands of a small minority of large cor¬ 
porations. This observation implies neither 
justification nor criticism of concentration in 
either industry or government. Bigness in both 
fields may be as desirable for some functions 
as the small unit is for other activities requir¬ 
ing personal contact in administration. 

There arc, of course, marked di{Terences be¬ 
tween public and private activities and ex¬ 
penditures. Spending at the state and local 
levels of government, for example, is power¬ 
fully affected by the inducement of financial 
aid received from other government units. 
Furthermore, local governments arc restricted 
in their spending by tax and debt limns im¬ 
posed by states, although these limits leave a 
margin for local discretion in spending and 
borrowing. Another difference between pub¬ 
lic and private enterprise is that government 
— except for such forms as the city-manager 
plan — lacks the cohcsivcncss of the better-or¬ 
ganized private corporations. W hen the fed¬ 
eral executive branch was surveyed in in> 7 * 
over 100 separately organized agencies rc- 


Bureau of the Cenvu*. Commentjl Unit, in the 
United Sim ft. i 9 -> 2 - !'• S- 
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ported to the President. 3 No sooner had this 
number been moderately reduced by the Re¬ 
organization Act of 1939 than 46 additional 
agencies were created during the first two 
years of World War II * 

The public and private segments of the 
economy resemble each other, however, in that 
both must hire and pay employees, buy ma¬ 
terials, undertake construction, borrow and 
meet debt service. But the two segments differ 
in purpose, in the mechanisms they employ 
and in basic means of financing. Public serv¬ 
ices differ from consumers’ goods and services 
in that they arc not bought and sold in the 
open market, but are paid for out of taxes 
(aside from self-supporting public enter¬ 
prises). Decisions about how much and what 
kinds of services governments should render 
and what they should cost arc, at least in the¬ 
ory, collective decisions made by the commu¬ 
nity as a whole. 


Table 150 

Cost of American Government, 1941 
{In Millions ) 


Class of Expenditure 

Gross expenditure 
Less intergovernmental transfers 
Net total 

Less government utility or enterprise 
expenditure 

Payrolls $ 951 

Other current operations 2,146 

Capital outlays 514 

Interest 331 


A mount 

$29,685 

2,613 

27,072 


kt , . *3.94 2 

INct cost ot general government to tax- 


payer 23,130 

Less public-to-private transfers'* 2,518 

Public assistance $1,200 

Social insurance benefits 629 

Veterans’ pensions 449 

Public employee pensions 240 


b. CLASSIFICATIONS ILLUSTRATED BY I94I 
EXPENDITURES 

The similarities and dissimilarities of public 
and private "business" require the recording 
of government expenditures in forms that arc 
in some respects peculiar to government ac¬ 
counting and in other respects common to all 
business. The basic classifications and analyti¬ 
cal framework used in this chapter can be il¬ 
lustrated by expenditures in 1941. 

(1) The main emphasis in this chapter is 
on general-government costs. General-govern¬ 
ment expenditures arc therefore reported sepa¬ 
rately from the cost of government enterprises, 
such as publicly owned utilities and credit cor¬ 
porations, which, though important parts of 
government activity, arc substantially self-sup¬ 
porting. Of the total public expenditure of 
S27 billion in 1941, government enterprises 
spent nearly $4 billion, leaving S23 billion as 
the net cost of general government to the tax¬ 
payer. (Sec Table 150.) 

2. Report of the President's Committee on Administra¬ 
te Management. 1957, p. 32. 

^ 3. United States Government Manual. 1943-1944. pp. 


Expenditure for goods and 

$2,518 

services 20,612 

Payrolls 

$ 6,417 

Other current operations 

6,834 

Capital outlays 

5.689 

Interest 

1,672 


$20,612 


Sources: Bureau of ihe Census. State and Local Govern¬ 
ment Special Study No. ao, Financing Federal. State, 
and Local Goi emments. 1941; supplemented by Census 
and other federal reports on state finances, public em¬ 
ployment and capital outlay. 

a. Defined as government payments to private indi¬ 
viduals for which governments receive no direct or im¬ 
mediate return in the form of goods and services. Admin¬ 
istrative costs incident to transfers and net contributions 
to social insurance reserve funds arc excluded. 

(2) The three levels of government — fed¬ 
eral, state and local — transfer among them¬ 
selves large amounts in the form of grants, 
shared taxes and loans. The federal govern¬ 
ment, for instance, has for many years made 
grants to the states for highways, and the 
states have made grants to, or have shared 
gasoline taxes with, local governments for the 
same purpose. If this survey were confined to 
any one government level, all fiscal aid re¬ 
ceived from other governments would be 
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mum §§sPt 

sr^srs 

in terms of net expend,.ure ter -.ergove n- > 5cctors of , hc n , uion ,, 

mental transfers, except where otherw.se in- ^ differcnda , c (a) pay- 

dicated. . ro || s or compensation of public employees; 

Of the total gross expenditure of $297 b > «** ^dilura for operation and 

,ion by American 8“^"“Maintenance, Eluding supplies and equip- 
than $2.6 billion consisted ot 8 ,j aJ j oans IO p r j v atc enterprise; 

mental transfers, leaving about $27.1 1 > capital outlays, including construction, 

the net cos. for all government P-poses. After W capital ^ouUay , ^ ^ ^ 

excluding government enterprises, the n P d / d ) intcrcsl on de bt. Provi- 

ttssa: ars SE± fesstarti 

SrsfKfS .tsitfrl^rfn - - «*-*« from 

after transfers for state g ovcr ^ n «»^ 1 Tmal gcnC ral-govcrnmcnt expenditures, ex 

billion before transfers an S6- Tablc c | usivc of publie-to-private transfers, amounted 

transfers for local governments. ( ^ billion in i 94 i, of which payrolls were 

'«* «— - rivs s; sssiwsks 

ognized in government accounnng. b formally large, because of military expendi- 

considerabjc importance in economic “ T. , urc$ (or equipment and other purposes. The 
of government activities, separates jo-c . ^ oulhy „( $5.7 billion was also at- 

"transfer payments to P™’“ ^ ' (T | m lr ibutablc to military preparations, as well as 
from other government expenditure l f d )oc .,l construction 

type of transfer payment ,s. of -- l^Xession levels. Interest payments on 

distinct from intergovernmental transfers . J ar dcbt aggregated only St -7 b'Hion. 

fiscal aid.) The purchase of materials or I 1 g P , jf o( expend.tore according 

of labor are "two-way transactions m M ohviomlv p rim e importance 

governments pay money and receive g . h ow well government ful- 

and services in exchange. Public assnaance ^ ^ ' ' Functional classes, as shown 

and veterans’ pensions, on the other h.rn , 1 include both current operating 

examples of publicto-priva.e transfer^ or „ iul <)llllays . All interest 

"one-way transactions" ,n which governmen ' cms howcvcr , ., rc combined as a single- 
pay money to individuals but receive in - P* . (cm scparUC from the actual 

change no direct or immediate return fu ‘ nction ^ (or which the del., was originally 

form of goods or tcrviccs Thcse p |ncu[[cd Administrative costs are allotted f 

nrivntr transfers are. ot course, in tscr> 
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their corresponding functions, except where 
they apply to more than one agency. In this 
case, they arc assigned to “general control," 
which includes the general legislative, execu¬ 
tive and judicial functions. 

By far the most costly function in 1941 was 
national defense, which accounted for more 
than half of federal expenditures and for about 
a third of all government costs. Other large 
items of federal expenditure were for welfare, 
agriculture and natural resources, and for in¬ 
terest payments. The largest state expenditures 
were for old-age pensions and unemployment 
insurance and for highways and other trans¬ 
portation facilities. Although transportation 
was also important in the budgets of local gov¬ 
ernments, their largest expenditure was for 
schools and libraries, which accounted for 
nearly $2.2 billion, or almost one third of the 
local total. 

(6) Expenditure for functions administered 
through reserve funds consists of the govern¬ 
ment contributions to the reserves at the time 
the transfer to the reserve fund is made. 
Within this category fall unemployment, old- 
age and other social insurance funds, and pub¬ 
lic employee pension or retirement funds. 
Government contributions to these reserves re¬ 
quire cash at the time the money is transferred 
to the funds, and this must be provided out of 
general revenues. As the expenditure for re¬ 
serve funds is counted at the time of the gov¬ 
ernment's original contribution to the fund, 
the varying amounts of benefits paid annually 
to individual beneficiaries arc not included in 
public expenditures. Government contribu¬ 
tions to, and administrative costs of, social in¬ 
surance and retirement funds in 1941 totaled 
$2.2 billion, an amount that has since grown 
and will doubtless continue to grow. 

Benefit payments to individuals from these 
trust funds arc important because they meas¬ 
ure the amount of publie-to-private transfers 
for these purposes. The 1941 total of S v <*9 ,m| - 
lion for such benefit payments has expanded 
and will continue to expand with the rise in 
the number of persons eligible for benefits. 


2. Government Expenditures: 1913, 1932 
AND I94I 

The growth of public services during the 
past few decades can be shown by comparing 
expenditures in 1913, a prc-World War I year; 
1932, a depression year with government costs 
at a much higher level; and 1941, the last prc- 
World War II year. 4 

Total public expenditure increased ninefold 
between 1913 and 1941 —from $3 billion to 
$27.1 billion. Payrolls increased from $1.5 bil¬ 
lion to $7.4 billion; other current operations 
from $391 million to nearly $9 billion; capital 
outlays from $722 million to $6.2 billion; and 
public-to-private cash transfers from $185 mil¬ 
lion to $2.5 billion. 

The bulk of the $24 billion increase during 
nearly three decades is accounted for by a gain 
of $20.6 billion in general-government ex¬ 
penditures. Government utilities and other en¬ 
terprises accounted for the remaining $3.4 bil¬ 
lion increase. (See Tables 152 and 153.) 

a. GOVERNMENT PAYROLLS 

Although actual payrolls more than trebled 
from 1913 to 1932 and almost quintupled by 
1941, personnel costs declined from half of 
total expenditures in 1913 to about 37 per cent 
in 1932 and to 27 per cent in 1941. Salaries and 
wages — including those of government busi¬ 
ness enterprises — amounted to $1.5 billion in 
1913, to $5.1 billion in 1932 and to $7.4 billion 
in 1941. The payroll expense for general gov¬ 
ernment amounted to Si.3 billion in 191.3. *° 
S4.2 billion in 1932 and to $6.4 billion in 1941. 
This was an increase from Si 3.64 P cr c *T iu of 
the population in 1913 to $33-63 * 93 - 10 

$48.31 in 1941. 

.. Fiscal years -ire referred m throughout flic text. This 
means a year ending on |nitc jo I-r «hc govern- 

men*, lor most Mate government* and **lmol unit*, an.i a 
number of other local government*. Of the *ar.»n* other 
ending dates, the most lre«i«i. m i' Dorenil’cr jl. The l>'‘ >l 
year 10*11. lor n»ost government transaction', refer* to me 
last six niontli* of 191 ° and to the first six months of 194 «- 
For the pnrposes of this study, the fiscal year 194 * 
wa* budgeted early in . 9 4 «> ■' «"** -“‘factory than I 94 <> 
(which was budgeted early » 9 « 9 >- Ali Jr . 

current dollars for t. 19U -"»• 194 '. and in 19 I" dob 
lars lor 195 " and 19*. •. unless othersvisc indicated. 
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Table 152 

General and Enterprise Expenditures by Federal, State and 
Local Governments, 1913, 1932 and 1941 


Amount Percentage Distribution 


Class of Expenditure 

1913 

* 93 * 

* 94 * 

* 9*3 

*932 

* 94 * 

Total 

53. 02 5 

[In Millions) 

$13,869 

$27,072 

100.0 

100.0 

100.0 

Payrolls 

*> 53 6 

5,067 

7,368 

50.8 

3 6 -5 

27.2 

Public-to-privatc transfers* 

185 

1,069 

2,5*8 

6.1 

7-7 

9-3 

Other current operauons 
^ • « * * 

39 1 

3.392 

8,980 

12.9 

24.5 

33-2 

Capital outlays 

722 

2,898 

6,203 

23.9 

20.9 

22.9 

Interest 

192 

*.443 

2,003 

6.3 

io *4 

7-4 

General government 

Payrolls 

2.534 

12,39* 

23,* 3 ° 

100.0 

100.0 

100.0 

*.325 

4,190 

6,4*7 

52-3 

33-9 

27.7 

Public-to-private transfers* 

185 

1,069 

2,518 

7-3 

8.6 

10.9 

Public assistance 

20 

427 

1,200 

.8 

3-4 

5-2 

Social insurance 

— 


629 

_ 


27 

Veterans’ pensions 

*54 

546 

449 

6.1 

4.4 

1.9 

Public employee pensions 

11 

96 

240 

•4 

.8 

1.0 

Other current operations 

270 

3,102 

6 A 

10.6 

25.0 

29.6 

Capital outlays 

608 

2 , 73 ° 

24.0 

22.0 

24.6 

Interest 

146 

1,300 

*,672 

5.8 

10.5 

7-2 

Government utilities and other enterprises 

492 

1,478 

3,942 

100.0 

100.0 

100.0 

Payrolls 

211 

877 

95* 

42.9 

59-3 

24.1 

Other current operations 

120 

290 

2,146 

24.4 

19.6 

54-5 

Capital outlays 

**4 

168 

5*4 

23.2 

*M 

13.0 

Interest 

47 

*43 

33 * 

9-5 

97 

8.4 


Sources: Bureau of the Census, State and Local Govern* a. Defined as government payment* to private indi* 

ment Special Study No. 20, Financing Federal. State. viduals for which government* receive no direct or im- 

and Local Governments. 1941: Financial Statistics of mediate return in the form of goods and service*. Admin- 

State and ls>cal Governments. 1932; Wealth, Debt, and istrative costs incident to transfers and net contribution* 

Taxation: 1912-1913: amplified by federal report* on to social insurance reserve fund* are excluded, 
employment and capital outlay. Note: Discrepancies in additions are due to rounding. 


Government payroll trends reflect both the 
growing number of public employees and in¬ 
creased rates of pay. The number of em¬ 
ployees has shown a more consistent upward 
movement than pay rates, increasing about 78 
per cent between 1913 and 1932, and by the 
same percentage between 1932 and 1941. Gov¬ 
ernment employment between 1913 and 1941 
rose from about 1.9 million to more than 6 
million. The prewar total of 4.1 million in 
1939 affords a better comparison than 1941, be¬ 
cause the armed forces and other war activities 
had absorbed such large numbers by the latter 
year. One out of every eight employees in the 


United States worked for the government in 
1939. The total number of persons on govern¬ 
ment payrolls also included a half million part- 
time state and local employees. 8 The number 
of state and local employees, and of federal em¬ 
ployees in services not connected with the war, 
temporarily declined during the war. At the 
same time salary increases tended to com- 

5. Statistics of full-time employment arc derived from 
Willford I. King and Lillian Epstein, National Income and 
Its Purchasing Power. National Bureau of Economic Re¬ 
search, New York. 1930. and from the National Income 
Unit of the Bureau of Foreign and Domestic Commerce. 
Statistics of part-time employment are from the Govern¬ 
ments Division, Bureau of the Census, which records total 
state and local employment in 1940 and later years. 
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Table 153 

Per Capita General and Enterprise Expenditures of Federal, State and 
Local Governments, 1913, 193 2 AND * 94 * 


Class of Expenditure 


Total 

Payrolls 

Public-to-privatc transfers* 

Other current operations 
Capital outlays 
Interest 

General government 
Payrolls 

Public-to-privatc transfers* 

Public assistance 

Old-age and unemployment insurance 
Veterans’ pensions 
Public employee pensions 
Other current operations 
Capital outlays 
Interest 

Government utilities and other enterprises 
Payrolls 

Other current operations 
Capital outlays 
Interest 


1913 

1932 

1941 

$ 3 !.i 4 

$111.32 

$203.82 

15.81 

40.67 

5547 

1.90 

8.58 

18.96 

4.02 

27.23 

67.61 

743 

23.26 

46.70 

1.98 

11.58 

15.08 

26.07 

99-49 

174.15 

13.64 

33°3 

48.31 

1.90 

8.58 

18.96 

.21 

3-43 

9.03 

— 


4-74 

*•59 

4.38 


.11 

•77 

x.81 

2.78 

24.90 

5'-45 

6.26 

2X-9I 

42.83 

1.50 

10.43 

12.59 

5.06 

11.86 

29.68 

2.17 

7.04 

7.16 

1.24 

2-33 

16.16 

1.17 

*•35 

3.87 

.48 

1.15 

2.49 


Sec Table ^ ' 

million In, » 4 - 5 * for «hkh C o.crnm.m. r«.iv. no 

a. Defined J -.vhIs and services. Administrative com incident to 

Now: Discrepances ,n Editions are due to rounding. 


pensate, in part, for the rise in living costs. 

The average pay of government employees 
rose from $829 in 19x3 to $1480 in 1932, com¬ 
pared with an increase in the average pay ot 
industrial workers from $573 in 1914 to $1,239 
in 1923. During most of the 1920's, average 
government pay hovered around the 1923 
level. Economics were made during the de¬ 
pression of the i93o’s not so much by discharg¬ 
ing employees as by cutting salary and wage 
rates. The depression low point of $*. 33 s was 
reached in 1934. By c ivi,ian government 
employees* wages were approximately on a 
par with the 1929 rates of pay. 0 From January 

6 . See "Municipal Employment and Pay R"IJ* m 
Cities, 1929-1938." Monthly Labor Review. June 1943 - 
pp. 1097-99. 


1940 to January 1943. thc avcra P c momh,y 
earnings of federal civilian employees rose 
17.5 per cent, or from $154 to $181. while aver¬ 
age monthly earnings of state and local non¬ 
school employees rose 18 per cent, or from $99 

to$ii7. T , . 

Almost a third of the federal workers, ex¬ 
cluding soldiers and sailors, were paid less 
than $1,500 annually in the late 1930 s; over 
half were paid between $1.50° and $2,600 
yearly." Less than 15 per cent received more 

7. Bureau of thc Census. Stay and Loeal 
Quarterly Employment Survey. June 1943 - '<*'• |V - No - 

P ‘ it' M I Smith and K. R. Wright. "Occupations and 
Salaries in Federal Employment." Monthly Labor Renew. 
June I 94 <- 
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than $2,600. As for state and local employees, 
56 per cent received less than $1,500 annually, 
while another third were paid between $1,500 
and $2,500.® Only 11 per cent received over 
$2,500. These wage distributions reflect gov¬ 
ernment pay after most of the depression de¬ 
creases were eliminated, but before the war 
increases, resulting largely from overtime pay¬ 
ments and upgrading, began to exert an ap¬ 
preciable effect. 

b. PUBLIC-TO-PRIVATE TRANSFERS 

Government transfer payments to individu¬ 
als, or public-to-privatc transfers, include pub¬ 
lic assistance, veterans' pensions, benefit pay¬ 
ments under old-age and unemployment in¬ 
surance, and public employee pensions. Total 
expenditures for these items rose from $185 
million in 1913 to nearly $1.1 billion in 1932 
and to $2.5 billion in 1941. 

Of the 1941 total, public assistance accounted 
for $1.2 billion, old-age and unemployment in¬ 
surance for $629 million, veterans' pensions 
for S449 million and public employee pensions 
for $240 million. All of these amounts were 
much larger than in 1913 and 1932. As a group, 
these transfer items represented 7 per cent of 
general-government expenditures in 1913, 
nearly 9 per cent in 1932 and 11 per cent in 
1941. On a per capita basis, public-to-privatc 
transfer payments were ten times as large in 
1941 as in 1913 — $18.96 as compared with 
$1.90. (See Tabic 153.) 

C. OTHER CURRENT OPERXTIONS 

Other current operating expenditures in¬ 
clude the purchase of current supplies and 
materials, as well as such contract services as 
transportation, communication and insurance. 
These expenditures rose steeply from $391 
million in 1913, or less than 13 per cent of total 
government expenditures, to $3-4 billion in 
1932, or nearly 25 per cent of the total. On a 
per capita basis, the increase was from $4.02 to 
$27.23. 

9. “The Estimated Number anil Compensation of Fcd- 
or .it, Stale, niul l.ocal Officers anil Employees." Bulletin of 
the Treasury Department. January 1940. p. 3. 


By 1941 these expenditures had risen fur¬ 
ther to almost $9 billion, but this large total 
was due in part to purchases of military sup¬ 
plies and equipment and of materials for 
utilities and other enterprises, as well as gov¬ 
ernment loans to business. The 1941 total for 
“other current operations” constituted a third 
of all government expenditures, and on a per 
capita basis was nearly 17 times as large as in 
1913 — $67.61 as compared with $4.02. Gov¬ 
ernment enterprises, however, accounted for 
a substantial share of these costs in both 1913 
and 1941. In 1913, government enterprises 
spent $120 million for current operation and 
general government spent $270 million; in 
1941, expenditures were $2.1 billion and $6.8 
billion, respectively. 

d. CAPITAL OUTLAYS 

Although capital outlays — chiefly for con¬ 
struction — also rose steeply from 1913 to 1941, 
this class constituted a fairly steady proportion 
of the total. It rose from $722 million in 1913 
to $2.9 billion in 1932 and to $6.2 billion in 
1941. Thus, capital outlays were about 23 per 
cent of total expenditures in the last year of 
the period as compared with 24 per cent in the 
first year. On a per capita basis, capital outlay 
increased over sixfold during the period, rising 
from $7.43 in 1913 to S23.26 in 1932 and to 
$46.70 in 1941. Capital expenditure of govern¬ 
ment enterprises was a much more important 
share of total capital outlays in 1913, when it 
amounted to $114 million, compared with $608 
million for general government, than in 1941, 
when the amounts were $514 million and $5.7 
billion, respectively. (See Table 152.) 

e. INTEREST PAYMENTS 

In spite of the sharp increases in the federal 
debt during World War I, and again during 
the 1930’s, the proportion of total government 
expenditures which went for interest increased 
only slightly over the entire period — from 
6.3 per cent of total government expenditures 
in 1913 to 7.4 per cent in 1941. Thus, interest 
payments increased only a little more rapidly 
than government expenditures as a whole. In- 
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terest payments increased from $192 million 
in 19x3 to $2 billion in 1941, while total gov¬ 
ernment expenditures increased from $3 bil¬ 
lion to $27 billion. The failure of interest costs 
to rise more rapidly is due in large part to the 
steady decline in interest rates since the early 


the amounts involved were relatively small — 
and for contributions to government enter¬ 
prises and for interest —for which the 
amounts were large. Ter capita increases for 
general overhead, for military forces, veterans 
pensions, police, highways, health, sanitation. 

1 . • 1 . . _ ...I, lil»r ui« 


St 3 £ 3 SSSE 


rupted decline after that year brought the aver¬ 
age to 1.93 per cent for the 1944 fiscal year. 


regulation, with 41 |»cr cent. 

Expenditure behavior from 1932 to 1941 was 
strikingly different from the earlier period. In 
1941 dollars, per capita costs rose from Sus so 


|uji viv/iiui #1 1*^" *••• * * 

f. functional contrasts tQ 5,74., 5 . Excluding military expenditures. 

The need for a more precise definition of |, owcvcr , the increase was only from $109.31 lo 
concepts is revealed by an examination of the $I2788 \( welfare and social insurance costs 

,9,3-1941 P criod ’ durin 8 which lwo , are also excluded, per capita costs for all other 

wars were crowded into a period of profound f unclionSt surprisingly enough, shrank Irom 
social change. For purposes of contrast, this in l<n2 lo $90.76 in I 04 »- “» olhcr 

period may be divided into two parts, with WQrds lhc increases were about 630 per 
1932 the dividing year. From 191 3 «<» “H*. cx ' ccnl for military forces. 42S per cent for wcl- 
penditures for virtually all public functions fuc am | goo per cent for social insurance, 
showed very large increases, even when allow- . .............. ..f .,w rent and interest s 

ancc is made for price increases. Total per 
capita costs for general government grew from 
$26.07 in 1913 to $99-40 in 1932. in current dol¬ 
lars, while in "194' dollars" the growth was 
from $50.48 to $115.50 per capita. (Sec Table 

X54O . Ml*/ .. 

Per capita costs (in constant dollars) in 193 2 num notion that all public expenditures ran 

were from five to ten times higher than in 19' 3 TlQi .hiring the prewar decade. 1 ven in mu. 
for agriculture, forestry and reclamation, and t , c ,u jr « ,| lcrc was a shrinkage in per capita 


|—• - , 

Agriculture's rise of 110 per cent and interest s 

growth of about a third would have appeared 
moderate in the earlier period, but in recent 
years they looked relatively large. 

The fact that 11 major functions experienu d 
declines in |>cr capita costs (in constant dol¬ 
lars) demonstrates how mistaken is the coni- 


public employee pensions —for all of which 

10. Although the service «.f government drU »tnx^\y 
includes provision for debt reiirenin.i as 'veil a' »*"rre «. 
only the lal.cr is include,I as .. part .4 **cn.«..rn^ ex¬ 
penditure. in this survey. E«1udm* rhU ,e.«*mrn. I.«n 
refunding borrowings and from sinking-fund 
etary provision f..r debt rctirr.nent Iron. , , c 

from Sin million in toil to $i.a Inllnjn ... «•*«* 

$1.8 billion in .04,. Tim r.ve irfce.r.1 «l* **•£«'• an I 
maturinR of public debt due to war and ' 

rowings as well as to capital .mpro'cmrn.s. State awl j 
governments accounted for nearly all •«! > * 

Kovernment ex|>enditurc of $919 tn.ll.on for del* *' • 
ment in 1941- Debt rctirernen. »f S*J4 
ment enterprises was unusually large in I94J 
eral credit corporations li,p..da»ed a 'hare ol il.e.r 

lions to the United States Trea-ury. 

U. Paul W. Ellis. The llorlJ-l 
can Public Spending. IQI4-I944- Nation.l In- " 
ference Board. New York. November 194-1- 


costs for seven functions. ‘These Inn. « nu¬ 

merated in Table «55. comprise most Jla- 
social services dial underwent mul ed mm s 
during the \ vtuh \. <>ulv istiip*•«. , iy 

federal aid. through relief and v.otks pro¬ 
grams, prevented the deterioration ,d many 
local services. 

Causes of Kxi-i -.li i « nt IShiwioh 
Many causes have contributed lo lhc clung. s 
in government cx|*cnditures. A hi lei chapter 
docs not permit the isolation of each causal 
thread, but some of the major causes can Ik.- 
traced. 
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Table 155 

Percentage Changes From 1932 to 1941 in Per Capita Costs of 
General Government, by Function 


Percentage Increase 


Percentage Decrease 


Under to 


Under 2 5 


Over 25 


uver 200 

Military 
Waterways 
Welfare 
Social in¬ 
surance 

Total costs 
Agriculture 
Government 
pensions 

AT CURRENT PRICES* 

Inspection General 

Forestry and control 

reclamation Police 

Health Correction 

Hospitals 

Libraries 

Interest 

Fire 

Highways 

Sanitation 

Schools 

Veterans’ pen¬ 
sions 

Contributions 
to enterprises 
Miscellaneous 

Military 
Welfare 
Social in¬ 
surance 

Total costs 
Waterways 
Agriculture 
Government 
pensions 

at 1941 prices 6 

Inspection General 

Health control 

Hospitals 

Interest 

Fire 

Police 

Schools 
Forestry and 
reclamation 
Correction 
Recreation 

Veterans’ pen¬ 
sions 

Highways 
Sanitation 
Contributions 
to enterprises 
Miscellaneous 

.1 __L. L.iU .tAAfi 


a . Recreation expenditure* were the same for both year*. 


0. GOVERNMENT PRICE INDEX 

In order to determine these causes and un¬ 
derstand the trend of expenditures over a pe¬ 
riod of years, the influence of price changes 
must be eliminated. The index used for this 
purpose (described in Appendix 27) was 
specifically constructed to measure average 
changes in the price of the goods and services 
for which governments spend money. 

The chief component elements of public 
costs are specifically related to appropriate in¬ 
dexes by classifying available expenditure data 
into 10 classes of expenditure. 12 1 he composite 
index for all 10 classes shows that average 
prices paid bv government in 1932 were about 
88 per cent, and in 1913 less than 54 per cent, of 
what they were in 1941. Because price indexes 

12. I.C., (|) MTli'H'l pavroll*. (2) military payrolls. (3) 
other payrolls. (.,) veterans’ pensions. (5) farm subfile*. 
(6) tprufKtl transfers (public assistance, social insurance 
ami public employee pension*). (7) '“her current opera¬ 
tions. (S) capital outlays. (0) date an.l lecal debt service, 
ami (10) federal debt service. 


often use the earliest year as the base, Table 
156 shows price indexes for government ex¬ 
penditures on the base of 1913 as well as 1941. 
Average prices paid in 1932 were above the 
1913 level by 64.3 per cent in 1932 and by 87 
per cent in 1941. Thus, a dollar of 1913 pur¬ 
chasing power would have bought Si-64 wort ^ 
of government goods and services in 1932 and 
Si.87 worth in 1941. 

This rise in the price level is one of the basic 
causes for the increase in government expendi¬ 
tures. Other basic factors influencing expendi¬ 
tures arc: the growth or decline in the number 
of people served by government; the expan¬ 
sion or contraction in the volume and quality 
of services rendered; and the multiple interac¬ 
tion of changes in prices, population and serv¬ 
ices. 

b. EFFECT OF PRICE CHANGES 

The separate influence of prices, population 
and services can be hypothetically measured 


GOVERNMENT EXPENDITURES 


Table 156 

Price Indexes for Government Expenditures, . 9 » 3 . ' 93 * * 9 *' 


Clast of Function 


19x3 - IOO 

Total general-government and business enterprises 

General government 

General government except military 

Government enterprises 

1941 - 100 


Total general-government and government enterprises 

General government 

General government except military 

Government enterprises 


1913 

>93 2 

1941 

100.0 

164.3 

186.9 

100.0 

166.3 

190.1 

100.0 

174.O 

200.0 

100.0 

* 55-4 

170.1 

53-5 

87.9 

100.0 

52.6 

87.5 

100.0 

50.0 

87.0 

xoo.o 

58.8 

9 M 

100.0 


by assuming that the particular factor under 
consideration changes while the other two - 
main constant. What the effect of each of these 
three factors on expenditures would have-been 
is shown in Table l 5 7- Actually, of course 
none of the factors can be separated and part 
of the growth in expenditures results from he 
joint interaction of all factors. Therefore, the 
table also takes into account cost increase e 
suiting from the three factors working to¬ 
gether. This is simply what remains after the 
separate influence of each of the three factors 

is hypothetically measured. 

Between ,9.3 and 193a. the r.se in price 
alone would have added 64 per cent to the 1913 
expenditure of $3,236,000,000. Thc 1’."“ 

was much less from 193* <° '94' “ “V* M 1 
cent. Because of the larger volume of govern¬ 
ment expenditures in 1932, however (515 
lion compared with $3-2 billion m .9'3>- 
higher prices would have added over V t> 
lion to public costs during 1932-194* 35 

much as between 1913 and 1932- Most of the 
price rise affected thc general or social func¬ 
tions of government rather than the recent \ 
increased outlays for military forces and gov- 
ernment enterprises. Price rises since 194' 
have, of course, brought a further substantial 
increase in public costs. 


c. POPULATION GROWTH 

Increased costs of almost a billion dollars re¬ 
sulted from a population growth of 28 per cent 

from 1913 to I93 2 - This was almosl aS n,uch as 
from 1932 to 194*. whcn population grew by 
only 6.6 per cent, because thc latter period be¬ 
gan with a much higher level of expenditures. 
Population change obviously docs not alTcct 
expenditures for all functions in the same 
manner. In a composite view of all public func¬ 
tions, however, population growth may be re¬ 
garded as necessitating a proportionate in¬ 
crease in expenditures. 

Added together, the separate influences ol 
population growth and price increases ac- 
counted for nearly $3 billion, or about one 
fourth, of thc total growth of public expendi¬ 
ture from 19.3 'o '932- A similar increase of S3 

billion from both causes accounted lor more 
than one fifth of thc total government cost in¬ 
crease for the 1932-1941 period. 

d. NEW AND EXPANDED SERVICES 

The increased volume of public services was 
a far more important cause- of expenditure 
growth than changes in prices or population. 
This expansion in the volume of services 
amounted to 121 per cent from 19*3 *° '932 
and accounted for St-9 billion out of the total 
cost rise of $12.8 billion. An increase of 5 S per 
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Table 157 

Role of Prices, Population and Services in Expenditure Growth, i 9 * 3 “* 94 *‘ 
(Dollar Figures in Millions at Current Prices) _ 


Total. 

General-Government 
and Government 

General 

General Govern¬ 
ment. Except 

Government 

Business 

Factors Producing 

Expenditure Increases 

Business Enterprises 

Government 

Military Forces 

Enterprises 

Amount 

Index 

Amount 

Index 

Amount 

Index 

Amount 

Index 

EXPENDITURE INCREASE FROM I913 TO 

1932 




1913 expenditure 

i 3 >* 3 6 

100.0 

S 2,699 

100.0 

$ 2,428 

100.0 

% 528 

100.0 

Cost increases resulting from: 



>.789 

66.3 


74.O 

_ O _ 

298 

5 6 -4 

28.8 

50.6 

Higher prices alone 

2,08l 

64.3 

*,797 

Increased population alone 

913 

28.2 

761 

28.2 

685 

28.2 

152 

267 

Larger services alone 

3 , 9 0 6 

120-7 

3.597 

* 33-3 

3.258 

* 34-2 

Three factors working to¬ 






186.0 

357 

67.6 

gether 

4 , 9°2 

, 5 , *5 

4 . 59 * 

170.1 

4,5*7 

1932 expenditure 

15,038 

464.7 

* 3.437 

497-9 

12,685 

522.4 

1,602 

3 ° 3-4 

expenditure increase from 1932 TO 

*94* 




1932 expenditure 

1 5,038 

100.0 

* 3.437 

100.0 

12,685 

100.0 

1,602 

100.0 

Cost increases resulting from: 





1,890 

837 


x 5 * 

106 

9.4 

6.6 

Higher prices alone 
Increased population alone 

2,075 

993 

13.8 

6.6 

*,92* 

887 

* 4-3 

6.6 

14.9 

6.6 

Larger services alone 

8.737 

58.1 

6,329 

47 -* 

1,928 

*5.2 

2,484 

155.* 

Three factors working to¬ 





582 

4.6 

423 

26.4 

gether 

1,991 

* 3-2 

*,493 

11.1 

1941 expenditure 

28,834 

, 9 , *7 

24,067 

* 79 * 

*7,922 

* 4*-3 

4,766 

297.5 

a. Totals, unlike tho'C in preceding tables, 
effect of prices on the cost of debt loads. 

include 

debt retirement in order that the measures will reflect the 


cent between 1932 and 1941, or more than $8.7 
billion out of the entire cost rise of $13.8 bil¬ 
lion, was due to new or enlarged services. 

More than half of the growth of federal 
government costs from 1913 to 1932 can be 
ascribed to new areas of operation, while 
changes at the state and local levels arose 
largely from an expansion of older functions 
such as education and highways. During 1932- 
1941, the most pronounced expansion occurred 
in military expenditures, in government utili¬ 
ties and other enterprises, and in social insur¬ 
ance. a completely new field of public service. 
Agricultural adjustment and work relief were 
also major new services in the latter period. 
Together with social insurance, they accounted 
for S4.5 billion, or nearly a fifth, of the total 


costs of general government in 1941. Perhaps 
25 per cent of all general-government expendi¬ 
ture in 1941 was for services begun after 1932. 

Thus the aggregate effect of higher prices, 
population growth and expanding services, 
each considered separately, could have ac¬ 
counted for $6.9 billion out of the $11.8 billion 
total increase in government expenditure be¬ 
tween 1913 and 1932, and for $11.8 billion, or 
about 85 per cent, of the Si3.8 billion increase 
between 1932 and 1941. These figures include 
expenditure for debt retirement and also ex¬ 
penditures of government enterprises, in order 
to measure the full effect of price changes and 
other factors upon all expenditure components 
— debt loads, payrolls, materials and other ele¬ 
ments. Table 157 shows separately the influ- 
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«. .f P ri„ .1 «h„ is! 

turcs for general government, both men mg • ^ iod from , 9 , 3 to 1952 wit- 

and excluding military outlays, and o g ^id urbanization, resulting in larger 

ernment business enterprise expenditures. ^ COSIS «. hi | e ,he urbanizing trend halted 

during the years from 1932 to 1941. 

f. OTHER FACTORS AFFECTING EXPENDITURES 
These upward expenditure trends reflect un¬ 
derlying, and sometimes conflicting, economic 


e. RECIPROCAL EFFECT OF PRICES, POPULATION 
AND SERVICES 

Computation of the aggregate effect on gov¬ 
ernmental expenditure of the separate .nflu- 
ences of price changes, population growth and 


ences of price changes, there' was rapid 

extension of government into new fields ,,, o£ l argc - SC ale business orgamza- 

to account for $,.9 billion of the expenditure development and 

increase . lh ? t ... OCCUr : C< ! bc r^^r.la 9 n 3 d tTdTn%ort n at,on: Government costs re- 
and for $2 billion of the rise between > 93 *™ ?* ^ ch s . There were increased 

i 94 i. These residuals arc of course expbme * , 3li on of utilities and other bus.- 

by the concurrent and reciprocal influence md! ® iscs . The auto caused America to 

each of these three factors on the other two. * billions for highways. Air trans- 

Thc price rise after i 9 «3 ^rt has been, and is likely to be developed 

currently with a steady g r °' N * * aualitv f^m both public and private funds, 
and with an extension of the kind and q Y Thc urbaniza( ion of the United States has 
of government services. Thus the rise in p importantly to public expenditures. As 

affected not only the cost of the services ren- of \ hc Orion's population l,v- 

dered in ,9.3 but also thc cos. of ing fn dues .osc decade by decade, the upward 
expanded volume due to P°P“' a, ‘° n ' * ’ tr f nd of public costs accelerated, because largc- 

as well as the costs of new and d.ff«ent sc rnmcn , is more expensive than small- 

ices added during the period.>"' h '‘J™ £ c J y ® r rura l government. After .930 *«* "; 15 
population growth required no • V urbanization, and many large cities 

pansion of thc "1913 *"««* ut 3 « >a P r0 ; ** blion . Population moved out from 
gressive expansion of the newly a ‘ ec ^ P^ P^ ^ metropolitan areas to thc pc- 

ices. , . _ rinherv —to small cities and suburban areas. 

The reciprocal effect of .hesc .hree variab^ m „ m blighted city areas a 

was more important during the per- braUc ap plied to big-city expenditures, and a 

.9.3 .0 1932 than during « 93 *-»W* ^ wlh in the less costly government of the 

because thc earlier period was longc , dUitv and rural areas, 

because these interacting factors, taken > ■ Acric uhural difficulties after World W ar 1 
whole, expanded at a more rapid rate than K expenditures in different ways: 

during thc later period. Thc result was that 1 . * —•. 


these combined influences added 152 per cent 
to 1913 expenditure by 1932, but only 13 l Kr 
cent to 1932 expenditure by 1941. 

In thc period from .913 to 1932. services tor 
schools, highways and some other functions 
underwent a marked rise in quality. In con¬ 
trast, in thc period from 1932 to 194*2 sch ° o1 ' 
and a number of other functions remained 


altcctcu puum. . . . «. <f 

st. a te and local costs became relatively less 
while federal cos.s were accelerated because of 
farm aid. Thc pas. emphasis upon farm sub¬ 
sidies is likely to be displaced. ,f farm markets 
broaden through larger consumption by a 
stress upon the development of natural rc- 

S °During the . 9 io’s the defective operation of 


and a number of other functions r<. • the economic system occasioned large-scale ex- 

static in character. Thc expenditure grow . Kn dii urc to aid thc casualties of depression, 

thc later period was due largely to an extens industry, public works construction 

in the volume of welfare, military and other Loans to >. 1 
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and various types of relief were undertaken. 
The depression affected public costs in two 
ways. Not only were welfare and public works 
expenditures greatly increased, but many local 
costs declined. Salary cuts and reduction of 
school costs have only recently been recouped. 

g. EFFECT OF WAR ON PUBLIC EXPENDITURES 

Every great war has had a pronounced effect 
on the volume and composition of govern¬ 
ment expenditures. After the Civil War and 
again after World War I, there was a fourfold 
increase of federal expenditures over the pre¬ 
war level.' 3 Both wars brought heavy increases 
for debt service and veterans’ care and an ex¬ 
pansion of government functions. Payments 
for interest and for veterans’ care are difficult 
to reconcile with other budgetary claims. 

In the last prewar year (1940) total federal, 
state and local government expenditure 
amounted to $19 billion, of which $2.2 billion 
was for national defense, veterans and interest 
on war debt. The federal government ac¬ 
counted for almost $9 billion of the total, and 
state and local governments for more than $10 
billion. 

Under the impact of the war, total public 
expenditures rose by 1945 to Si 10 billion, of 
which all but $10 billion was spent by the fed¬ 
eral government. Public spending for nonwar 
purposes was temporarily reduced during the 
war at all governmental levels. Of the federal 
disbursements of $100 billion in 1945, direct 
war purposes absorbed $90 billion, and $7.4 
billion was spent for interest, veterans and re¬ 
funds, leaving less than S3 billion for other 
civilian purposes. Deferment of construction 
and maintenance expenditures by all types of 
government was only partly offset by the rise 
in payrolls for public employees not connected 
with the war effort. 

The transition from wartime to peacetime 
expenditure levels was suggested by the fed- 

1 In an economic sense, ihc cnomvm* volume of 
goocl* nml services required by war are cxpcnclctl during 
war: 1»« ncc, the real co»t> <>f war are paid currently and 
nr<- ivil dnflrd to future generation*. In a narrower seme, 
war result* in higher government cost* for dtl*t scr\icc. for 
\tt>-r.iii'* care, and often for the military establishments 
because of the unsettled conditions resulting from the war. 


era! budget for 1947 submitted by the Presi¬ 
dent in January 1946. Proposed federal ex¬ 
penditures called for $25.4 billion for national 
defense, veterans, refunds and interest on war 
debt, leaving $104 billion for nonwar func¬ 
tions. The estimated $15 billion expenditure 
for national defense, even though larger than 
similar expenditure for a normal peace year, 
presaged a level for defense costs much higher 
than before the war. Veterans’ care, costing 
only $600 million in 1940, was estimated at 
$4.2 billion for 1947. Even though abnormally 
high, this foreshadowed a high level of ex¬ 
penditure for veterans’ care for many years to 
come. 

Interest payments on all federal debt, antici¬ 
pated at $5 billion for 1947, is probably not far 
out of line with future interest costs. Future 
interest payments on federal, state and local 
debt, with obligations increasing from $63 bil¬ 
lion in 1940 to $275 billion in 1945, are ana¬ 
lyzed in a later section of this chapter. 

h. NATIONAL INCOME AND TAXATION 

The steep rise in government costs from 
1913 to 1941 would not have been possible, of 
course, without a substantial increase in na¬ 
tional income. However, total general-govern¬ 
ment expenditures (as shown in Table 152) 
were over nine times as large in 1941 as in 
1913 —$23.1 billion compared with $2.5 bil¬ 
lion— while national income increased less 
than three times —from $35 billion to $97 bil¬ 
lion. The larger than proportionate increase in 
public costs required new types of taxation in 
order to collect the needed additional revenue. 

The Sixteenth Amendment to the Constitu¬ 
tion, ratified in 1913, allowed the federal gov¬ 
ernment to apply income taxation to an im¬ 
portant extent, for the first time, during World 
War I. The success of this trial led to its wide 
subsequent use. Gasoline taxes for roads and 
payroll taxes for social insurance were success¬ 
fully instituted as applications of the benefit 
theory of taxation. Conversely, the failure of 
most local governments to find new taxes to 
supplement the property . tax — aside from 
New York City's sales tax and Philadelphia’s 
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Table 158 

Distk.but.cn op Expenditures por General Government at Federal, 
State and Local Levels, 1913, * 93 2 AND *94 

(Dollar Figures in Billions) _ 


Year 


* 9*3 

X932 

1941 


Percentage Diunbittion 


Total 


$ 2.5 
12.4 
23.I 


2.1 


/I 

federal 

•am 

State 

Local Total 

federJ 

State 

Local 


TOTAL EXPENDITURES 




% 0.7 

4-3 

12.9 

$0.2 

$x.6 100.0 

28.0 

8.0 

64.O 

50.8 

28.6 

1.8 

3.6 

6.3 100.0 

6.6 100.0 

347 

55.8 

14.5 

15.6 

EXPENDITURES 

EXCLUSIVE OF WAR 

COSTS* 


76.2 

60.0 

O.3 

2-4 

5-9 

0.2 

1.8 

1.6 100.0 

6.3 100.0 

I4.3 

22.9 

9*5 

17.1 

3-5 

6.6 100.0 

36.9 

21.9 

41.2 



gross-income tax —has prevented the growth 
of local expenditures from new local revenue 
sources. Only the increasing use of intergov¬ 
ernmental fiscal aid made possible a me in 
local expenditures during the prewar decade, 
when the yield from property taxes was sta¬ 
tionary or declining for the country as a whole. 

4. General-Government Expenditures 
at Different Levels 

a. roles of federal, state and local 
governments 

Marked changes have taken place since « 9«3 
in the relative importance of federal, state ant 
local expenditures for general government. In 
terms of expenditure for their own functions 
(i.e., after intergovernmental transfers), t »c 
federal share of total general-government ex¬ 
penditure grew from 28 per cent in * 9*3 *5 

per cent in 1932 and to 56 per cent in 1041 • m 
doubling of the federal proportion reflects the 
growing importance of the national govern¬ 
ment in providing public services. During the 
same period, the share of the slates also doubled 
- from 8 per cent of the total in 191 \ nt *'"Y 
16 per cent in 1941. In contrast, the local share 
of public expenditures declined markedly — 


from 64 per cent of the total in 1913 to 51 per 
cent in 1932 and to 29 per cent in 194*- 
Table 158.) 

When war costs —payments lor armed 
forces, veterans and interest on war debt — 
arc excluded, the picture changes somewhat. 
In 1941, for example, the federal share of non¬ 
war expenditures was reduced to not much 
more than one third, while the state propor¬ 
tion rose to over one fifth and local outlays 
exceeded two fifths of all public spending. 

During 1913-194** both centralizing and 

decentralizing forces were at work. The cen¬ 
tralizing tendency was most evident in the 
case of new public functions. 1 he federal gov¬ 
ernment instituted old-age and survivors* in¬ 
surance, agricultural aid. work relict ami river 
valley development, while the states instituted 
unemployment compensation and shared pub¬ 
lic assistance with the local governments. 
Transfer of functions from small to large 
units, notably of primary highways to states, 
contributed to the larger share of state spend¬ 
ing. While intcrgovcrnmeni.il aid centralizes 
part of the cx|K-ndiiurc for dilTercnt functions, 
fiscal aid usually leaves responsibility for func¬ 
tional performance at the state and local levels. 
Moreover, state ami local governments, espe- 
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Table 159 

Expenditures for General Government Before and After 
Intergovernmental Transfers, 1941 


Class of Expenditure 


Expenditure from own sources 
Intergovernmental transfers 
Plus receipts 
Less payments 

Expenditures for own functions 


Expenditures from own sources 
Expenditures for own functions 

Intergovernmental payments as per cent of expenditures 
from own sources 

Intergovernmental receipts as per cent of expenditures for 
own functions 


Total 

Federal 

State 

Local 


(In Millions) 


$ 23 . 13 0 

$13,820 

$ 4 » 46 l 

$4,849 

2,613 

12 

779 

1,822 

2,613 

887 

1,687 

39 

23 . 13 0 

12,945 

3,553 

6,632 


Percentage Distribution 


100.0 

597 

19.3 

21.0 

100.0 

56.O 

15.4 

28.6 

ii -3 

6.4 

37.8 

0.8 

*i -3 

o.x 

21-9 

27.5 


Source: Based on Table 151. 


dally before the depression, instituted many 
new services that were often more important 
than their expenditure volume indicated. 

b. expenditures before and after fiscal aid 
Evaluation of the relative roles of the fed¬ 
eral, state and local governments requires a 
consideration of their expenditures both before 
and after intergovernmental transfers. The 
flow of intergovernmental transfers, which ag¬ 
gregated $2.6 billion in 1941, is predominantly 
from the federal to state and local govern¬ 
ments and from state to local governments. 
Because of this receipt of funds from higher 
government levels, local governments spent 
for their own functions more than $6.6 billion 
in 1941, but only $4.8 billion came from their 
own sources of revenue. State governments 
spent from their own sources $4.5 billion, but 
for their own functions less than $3.6 billion, 
the difference representing the net transfer 
largely to local governments. The federal gov¬ 
ernment also spent for its own functions con¬ 
siderably less than the yield from its own 
sources of revenue — $12.9 billion compared 
with $13.8 billion. (See Table 159.) 


The contrast between expenditure before 
and after intergovernmental aid is especially 
striking for certain functions. School and li¬ 
brary expenditures before aid were $168 mil¬ 
lion for the federal government, $859 million 
for the states and more than $1.4 billion for 
local units. After intergovernmental transfers 
totaling $831 million were made, federal ex¬ 
penditures were only $37 million and state ex¬ 
penditures only $260 million, while local gov¬ 
ernments spent $2.2 billion. Other functions 
notably affected by intergovernmental trans¬ 
fers were highways, health and welfare. (See 
Table 151.) 

The three governmental levels thus share 
financial as well as administrative responsibil¬ 
ity for certain common functions. Thus, re¬ 
sponsibility for schools, welfare, health and 
police is divided among federal, state and local 
governments; social insurance is divided be¬ 
tween the federal and state governments; and 
highways are divided between the state and 
local governments, to both of which federal 
aid is extended. National defense, fire protec¬ 
tion, hospitals, sanitation, institutional welfare, 
libraries and schools, however, continue to be 
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administered predominantly at one or two 
levels. Although intergovernmental transfers 
are becoming more extensive, a number of 
public functions receive little fiscal aid, aside 
from emergency loans or grants. 

In addition to direct fiscal aid, the federal 
government before the war provided indirect 
aid through the WPA, NYA and CCC to sup¬ 
plement state and local funds. If WPA costs 
arc reallocated according to the level of gov¬ 
ernment for which the projects were con¬ 
ducted, local costs in 1941 totaled $7.5 billion, 
while federal costs were Si2 billion and state 
costs were $3.8 billion. More meaningful is the 
record of the late 1930*5, when the United 
States experienced some degree of prosperity 
without heavy military expenditures. After 
reallocating WPA costs, local costs of $8.8 bil¬ 
lion in 1938 exceeded the $5-5 billion federal 
total, while state costs were $3.9 billion. Local 
government is the most important level in 
peacetime for expenditure after aid is paid, 
especially so far as nonwar costs arc concerned. 

During the 1930*5, state and local govern¬ 
ments were able to balance their budgets and 
hold their debts stationary mainly because of 
federal aid. This process, in turn, contributed 
to federal deficits. In the eight years ending 
June 1941, about $20 billion of federal funds 
were furnished for state and local relief, work 
relief and public works. This source of assist¬ 
ance, averaging $2.5 billion annually, was 
withdrawn during the war, but it may be rc 
newed later if widespread unemployment de¬ 
velops. In addition, the permanent programs 
of federal aid to highways, public assistance 
and vocational education will doubtless be 
continued in the postwar period. In iW ( ^ n ' 
gress authorized annual federal aid of 55 '*° 
million to state and local highways during 1 >e 
first three postwar years in a total program to 
cost $3 billion. Congress in I 94 r > authorized 
new federal aid of $3‘« million spread over 
seven years for airways and airports and $375 
million spread over five years for hospitals. 
Legislation is pending for new aid for hous¬ 
ing. 


c. RELATION OF NEEDS TO FISCAL RESOURCES 

Although state and local fiscal health im¬ 
proved markedly during the war, there arc 
some basic flaws in our fiscal structure. State 
and local governments accumulated current 
surpluses of approximately $3.5 billion by the 
fiscal year 1945, a reassuring "nest egg" that 
has been partially offset by some decreases and 
repeals in state income taxes. These wartime 
surpluses resulted not only from the increase 
in tax yields during the prosperous war period, 
but also from the sharp reduction in capital 
outlays and the deferment of maintenance 
caused by the war. To the extent that the un¬ 
spent balances resulted from deferred expendi¬ 
ture, they constituted savings for a delayed 
use rather than genuine surpluses. Yields of 
income and other state taxes arc restricted by 
the geographical distribution of income and 
wealth, which permits a few states to enjoy 
large revenues, and condemns many states to 
small revenues from progressive taxes. More¬ 
over, the federal use of progressive taxation 
absorbs so large a share of the possible reve¬ 
nue as to restrict severely state receipts from 
this source. This would be true even if the na¬ 
tional income were more evenly distributed 
throughout the United States. 

The property tax — always the bulwark of 
local public finance — leveled off from the 
1932 yield of S4.685.ooo.oiK> to S-HT-h 000,000 in 
1941. Assessed property valuations, on w hich 
these taxes arc levied, declined precipitously 
during the depression and their rise since then 
has been extremely slow. Some of the largest 
and most costly city governments are com¬ 
pelled to support themselves on reduced assess¬ 
ments. However, the fact that local expendi¬ 
tures from local revenues (i.c.. exclusive of 
fiscal aid) were $556 million less in prosperous 
1941 than in depressed 1932 probably indicates 
a margin of unused local tax capacity that can 
be drawn upon in the future. 

Emergency financing during the depression, 
followed by abnormal war conditions, pre¬ 
vented the development of a consistent and 
acceptable pattern for allocating fiscal aid and 
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Table 160 


Indexes of State and Local Government Finance by Geographic 

Recions, 1941* 


Region 

Economic Ability 

Revenue Load 

Federal Aid 

Debt Load 

United States 

100 

IOO 

IOO 

IOO 

New England 

122 

102 

86 

75 

Middle Atlantic 

120 

X12 

78 

152 

East North Central 

120 

89 

82 

V 

West North Central 

94 

93 

XI 7 

64 

South Atlantic 

67 

94 

106 

99 

East South Central 

59 

86 

122 

95 

West South Central 

7 2 

88 

Il8 

107 

Mountain 

99 

88 

l6 3 

81 

Pacific 

124 

105 

!23 

107 


Source: Bureau of ihe Census, State and Local Government Special Study No. ao, Financing Fed¬ 
eral. Stare, and Local Governments. 1941. P- 100. 

a. Steps in preparing the indexes: (1) Per capitas were computed by region for each of the 
three factors of economic ability — retail sales, income distributed and value of primary products, 
(a) Each region was ranked for each of the three factors by the per cent that each regional per 
capita was of the national average per capita. Allowing one-thitd weight to each of the three fac¬ 
tors, the position of each region was shown by a composite index that averaged the rank of each 
region for all three factors of economic ability. (3) Similarly, the per capitas of state and local 
gross debt, general revenue and fiscal aid were ranked according to the ratio of each region to the 
national averages. (4) The three fiscal and monetary indexes were obtained by dividing the fiscal 
rank for each region (i.e., the per capita of each region divided by the national per capita) by the 
corresponding rank of economic ability (and incidentally multiplying each one by too to express 
the indexes in fully comparable figures). 


administrative responsibility among the levels 
of government. Present methods of distribut¬ 
ing federal aid arc more likely to leave the rich 
states belter oft than to equalize aid among 
areas of varying ability. This results not from 
conscious discrimination, but from methods 
of distributing aid that disregard relative need 
and capacity. It is true that poorer states often 
get above-average fiscal aid and richer states 
bclow-averagc aid, but the assistance is not in 
proportion to need. Because of the difference 
in their resources, the richer states arc required 
to make less of an effort than the poorer states 
to finance comparable programs of state aid 
to local communities. 

These contrasts, resulting from the uneven 
distribution of economic resources, are re¬ 
flected in the regional indexes of economic 
ability, revenue, debt and federal aid shown 
in Tabic 160. Revenue and debt were a rela¬ 
tively heavy burden in regions with small re¬ 


sources and a relatively light one in wealthy 
sections. Thus, the debt and revenue loads 
were relatively high in the three southern 
geographic divisions, where economic ability 
is substantially lower than in other parts of 
the country. Although these regions received 
a higher-than-average level of federal aid, the 
assistance was far from sufficient to offset their 
lower economic ability. Indeed, the Pacific 
states, with the highest index of economic 
ability in the entire country, received relatively 
more federal aid than any of the three southern 
regions. The Mountain states, with economic 
ability only slightly below average and rela¬ 
tively light debt and revenue loads, had the 
highest index of federal aid. The New Eng¬ 
land, Middle Atlantic, and East North Cen¬ 
tral divisions, on the other hand, had the high¬ 
est levels of economic ability (except for the 
Pacific states) and the lowest levels of federal 
aid. 
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lativc and judicial agencies, but also all staff 
agencies —notably the finance and personnel 
agencies — that serve more than one depart¬ 
ment. General control docs not include admin¬ 
istrative costs for “functional" departments 


5. Expenditure Estimates for 1950 and i960 
by Function 14 

Estimates of federal, state and local gov¬ 
ernment expenditures in terms of the net cost iiuauTv ^ --- 

to taxpayers in dollars of 1940 purchasing ^ bureaus, which arc allotted to the func- 
power (i.c., excluding intergovernmental thcy adminislcr> nor the costs of rcgulat- 

transfers and expenditures of government ccono mic enterprises, which are appor¬ 

tioned to the functions for which the super¬ 
vision is performed. 

These general control, or so-called over¬ 
head," costs rose from $309 million (after inter¬ 
governmental transfers) in 1913 to a little over 
$i billion in 1932 and to $1.2 billion in i 94 ‘- 


• 

transfers - - , - 

business enterprises) for 1950 range from 
nearly $30 billion to $37 billion, and for i960 
from $33 billion to $4* billion. These com¬ 
pare with approximately $23 billion in 1941. 

A substantial part of these estimated totals, 
however, consists of publie-to-private cash y __^ 

transfers for veterans’ pensions, public cm- Th< . fcdcral govcrnmcn t spent $426 million ot 
ployce pensions, public assistance and social ihc ^ tola | t stalc governments $178 million 

insurance. Excluding these transfer items, gov- an<J loca , governments $601 million. (Sec 

ernment expenditures for goods and services j ab | cS , 5 , an d 154.) The proportion of gen- 

are estimated at $24-27 billion in 195° and cra l "overhead" to the total cost for each level 

$26-29 billion in i960, compared with nearly of govcrnmcnl was, thus. 3 per cent for federal, 

$21 billion in 1941. These maximum and mini- $ ccnl for slalc an d 9 per cent for local gov- 

mum estimates arc shown in Table 166, which crnmcnl p cr ca pi la costs (in 194 1 dollars) of 

also presents separate estimates for pubhe-to- gcncra j comro l grew from $4.97 ,n * 9*3 10 

private transfer items and for the principal .00 i n 1932 and to $9.07 in 1941. 

government functions. The difference in the rate of change in t e 

two periods is due partly to the fact that the 

a. CF.NERAL control number and volume of services — cspecia y 

. -cvcral costly federal functions are excluded 

"General comrol" covers .he ordma y non- ^Severn ^ y ^ ^ ^ lhan be . 

military operating expenditures of «h: » - 8 an(| P ,J, However, the overhead 

ministrative, legislative and judicial b . of^uch more recent new functions as 

of government. It includes not on y 1 icuUurai rc l ic f and social insurance are clas- 

of maintaining the chief administrative, Kg ^ ^ parl of t hc expenditures of such 

functions, and not as part of general control. 
Furthermore, thc traditional services for gen¬ 
eral control do not necessarily expand with the 
mere passage of time. For example, an ex¬ 
amination of 23 state reports of criminal cases 

• • r . « I 1 t * it 1 I 


14. Thi» section estimates, in the liijht of tren.U of gov¬ 
ernment expend,turc in the United States. the - <«*o a 
American governments in 1950 and i960 on (lie b > •'I 

Xl-’in^hc^^cm amina.ion o, =, state repom « ~ 

puled in dolbisot I'M" buviw I-'"'- ilil*v disposed of shows th.it m 16 s'"" > lu - " 

SStysrff« -*■„*: »ua- <* ->>-? ,fcc, -T l ’’SES.iS 


Ran. A corollary, similarly • -# -■ , . 

other estimates, is .hat this survey assumes a na.; mal .n 
come of $106 billion in .95" »"■' -I Sim 
T hese estimates of national income in dollars '-f >94 
in K power are. naturally, lower than the cMimalo.in cur 
rcJ, dollars. Hence, ,1ns study is not 
other estimates of postwar government cx^n-l;, 
in basic assumptions or in functional detail. 

2(. the estimates in this chapter arc recomputed •» ,« 
of dollars of , 9 44 purchasing! power on the as-.um, 
a 1940-1944 pritc increase of Ii |*er cent.; 


cral district courts declined grc.itly from 1932 
to 1941, following the repeal of prohibition. 
However, overhead costs may generally he cx- 

I5 . Bureau of thc Census. InJuul Cnnthul St.uiu.Ct: 

,9 ic. thr An .. Corral. .94.. PP- > 46 . .76 

ami 2*9. 
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pectcd to grow with increased population and 
volume of services. 

For all American governments, expendi¬ 
tures for general control are estimated at $1.4 
billion for 1950 and $1.5 billion for i960, com¬ 
pared with $1 billion in 1932 and $1.2 billion 
in 1941. (See Table 166.) 

b. MILITARY FORCES 

Expenditures for military and naval forces, 
almost exclusively a federal cost, rose from 
$271 million in 1913 to $751 million in 1932. 
They were $6.1 billion in 1941 under the early 
impact of the defense program. (Sec Table 
154.) After 1941, of course, military and naval 
expenditures increased enormously to the 
war’s peak in the 1944-1945 fiscal year. 

Past experience is not very helpful in fore¬ 
casting future military expenditures because 
of the profound political and military changes 
now taking place in the world. In estimating 
annual average military and naval expendi¬ 
tures during the decade of the 1950*5, it is as¬ 
sumed that the postwar transition period, with 
its costs for armies of occupation and for the 
liquidation of the war, will have ended and 
that some form of international arrangement 
for peace will be operating on a fairly stable 
basis. However, it is assumed that the interna¬ 
tional situation will require the United States 
to maintain an armed force, ready and in 
training, at least four times as large as before 
World War II. Our defense installations at 
home and our protective naval and air bases 
abroad will also be much more extensive and 
costly than before the war. More rapid replace¬ 
ment of obsolete military plant and equipment 
will also be necessary in view of the techno¬ 
logical revolution in the military arts. 

Future military and naval expenditures will 
depend on the size of the armed forces and 
the average cost per member for pay, subsist¬ 
ence and travel, and for military equipment 
and facilities. These costs averaged S^.552 per 
soldier and sailor in 1940. In 1944. at the peak 
of the war effort, it is estimated that these items 
averaged at least $7,500 per mcmljcr of the 
armed forces — $5,000 of this for equipment 


and supplies and $2,500 for personnel costs. 

Vast stores of equipment and supplies — 
modern warships, planes, tanks, guns and 
other weapons — remain from the war, much 
of which will be adequate for defense in peace¬ 
time. Maintenance and replacement due to 
obsolescence of military equipment should be 
the major cost items for our peacetime mili¬ 
tary establishment. Under these conditions, 
1944 outlays for equipment and supplies will 
be cut perhaps to an annual average in the 
postwar decade of about $1,000 per member of 
the armed forces. Personnel costs arc estimated 
at $1,500. Thus, the estimate for. equipment 
and personnel combined is $2,500 per member 
of the armed forces at prewar cost levels. 

The size of our military force after the trou¬ 
bled transition years is also conjectural. It 
will depend on many factors: the state of the 
world at that time, whether or not conscription 
becomes a permanent policy, our possible con¬ 
tribution to an international police force, the 
effectiveness of machinery for maintaining 
peace, the success of American foreign policy 
and similar considerations. Our armed serv¬ 
ices rapidly expanded from less than half a 
million men before the war to about 12 mil¬ 
lion at the peak of the war effort. Estimates of 
the probable size of the armed forces during 
the postwar decade, including the regular 
army and navy and military trainees, range 
from a million to 2.5 million. A total of 2 mil¬ 
lion is not unlikely. 

On the basis of $2,500 per member of the 
armed services, the average annual military 
and naval expenditure would be $5 billion in 
the 1950 decade — more than three times com¬ 
bined army and navy expenditures of $1.6 bil¬ 
lion in 1940. If stable and peaceful world condi¬ 
tions arc established, a somewhat smaller 
amount will be required for postwar military 
outlay — perhaps as little as $4 billion, which 
was the approximate size of the total federal 
budget in the middle 1920*$. 

In view of the many uncertainties surround¬ 
ing these questions, a more reasonable estimate 
of military expenditures for 1950 and i960 is 
to anticipate a range of $4 billion to $6 billion 
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r vfterans* care is not sufficient lo offset the larger allowances 

. ; to older Spanish War pensioners and the up- 

At any one time, the national govemmen 1 curvc of p aymc nt$ to veterans* depend- 

caring for the veterans of a number ot wars, of lhal war . They numbered 72,000 in 

each with a different number of pension eases wicc a$ many as i n 1932. With the 

and different age groups of pensioners, liven cnl$ lQ Wor jd War 1 veterans still rising, 

as late as 1945. pensions were paid to the dc- ^ rcsu u for World War 1 and previous 

pendent of one veteran of the W ar ot 1M2 an ^ bc lhal the 1941 pensions of $433 

,0 55 dependents of M«'«n War veterans^ ^ increase moderately by .950 and 

Pensioners from the Civil War are rap y Wc havc csl imatcd an increase of $70 

dying, though they numbered mi H ion over ,941 for .950. or $503 million; 

Pension trends arc so dissimilar for diflcrent increasc G f $128 million for 1960, or a 

wars that, for the purpose of th.s survey our ^ s _ 6i 

classes may be recognized: the regular lorccs, ^ chicf i# cslim ating the costs 

World War I, World War 11 , and other wars. ^ ^ ^ Worid War u veterans. Forecasts 
Additional costs for veterans* care include in- nd u thrcc factors: (1) the rates of 

surancc, education, adjusted compensation, which wcrc substantially increased 

'hospitalization and administration. undcr |hc G j Bi || c f Rights and succeeding 

Pensions for the regular forces arc expan 1- d ls; / 2 ) t hc number who served in 

ing at a rapid rate, but because of the .mall j 0 ^ s _, 5 . 4 and (,) 

numbers involved, compared with veterans o ^ numl)cr G f deaths and disabilities. Of the 
various wars, their large increase does not mi | |ion mcn who served in the American 

weigh heavily in the total pension h°rx>stwir forces during World Waf ! * S ° mC J 3 ® 1000 
ing into account the larger size of the postwar ^ ^ lhc waf# ovcr half from disease 

military forces, benefits of $19 m ' l ' ,on . ,n and 2 ^ werc wounded in action. In World 

arc estimated as rising to $31 miHion »«i iOV H ^ s ; c h n ess rate was much lower, but 


arc estimated as rising to 331 War n lhc sic h n css rate was much lower, out 

and to $40 million in »</>«• (» Iab,cs lhc loul num ber of deaths was 367.000 by 

and 162.) . , March 1046. Compensation had been awarded 

Pensions for veterans of World War I an February 1946 in 227.000 eases of death, the 

their dependents havc risen steadily from nc- / $urvivor . s pension running at a rate 
low $116 million in 1924 *0 $312 million in ^ ^ annually. At this rale, death 

1945. Not until the number of living veterans ^ ^ ^ approximate $257 million a year 

decreases more than enough to offset the * _ a lo c.,l that may be increased both by future 

for dependents will the upward Irene >e re- ^ ^ and future legislation. 

versed, and this cannot be expected hclorc u c ^ numbcr of disa blcd and the degree of 

1960 decade. Pensions for this group arc liKciy afC imposs ib| c lo ascertain at the 

to rise moderately with the growing age an< t ; mc . Approximately 1.738.000 en- 

dependency of veterans of World V ar . ca onm .j were given discharges during 

expenditures for living veterans ot tnc y > Wof|d War u for physical or mental reasons. 
War came in 1921, and for dependents ot < c- ^ ^ num ber of wounded was 680,000 

ceased veterans in 1923 —more than halt a ... .« ihr rnd 

century after the end of that conflict. 

Payments resulting from the Civil War \% ill 
decline sharply in the future, but the effect on 
total pension costs will not be important. An 
appreciable decline in the number of living 

veterans of the Spanish-Amcrican \ ar " "^future years' By February 1946 ‘here were 
already occurred, the number dropping * 224.000 World War 11 disabled receiving 

197,000 in 1932 to 128,000 in 1945- This c c 

48. 


wnuc me iiumwv. w. . 

according to preliminary reports. By the end 
of March 1946. disability claimants other than 
those given disability discharges numbered 
1 625,000. Even though the percentage ol re- 
jeetions for this class is high, nonscrvicccon- 
nectcd disability will afford a basis for claims 
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Table 161 


Number of Military Pensioners and Amount of Benefit Payments 
in Selected Years, 1917-1945 

(Dollar Figures in Millions) 



1917 

1924 

*935 

1942 

*945 

Class 

Number Benefits 

Number Benefits 

Number Benefits 

Number Benefits 

Number Benefits 

Total 

Regular forces 
World War I 
World War II 
Other wars 

673,111 $160.9 
20,288 3.7 

652,823 X57.2 

792.547 $ 345-5 
16,037 3.3 

237,086 115.5 

539,424 226.7 

838.937 $ 374-4 
39,364 9.2 

473,522 219.8 

326.051 145.3 

859,694 $ 43 x -3 
53,512 19.3 

550,929 263.9 

255»253 *48.1 

1,5x3,586 $739.7 
46,591 24.9 

525»589 3*2.2 
640.753 245.5 
300,653 157.X 

Source: Report of the United States Veterans’ Administra¬ 
tion jor the Year 1945. 

Note: Discrepancies in additions are due to rounding. 


compensation at an average rate of $500 per 
year. At this rate, the disability load in 1950 
would range from a minimum of one million 
disabled receiving $500 million, which as¬ 
sumes a decline in the number subject to mi¬ 
nor disability, to a maximum of two million 
disabled receiving Si billion, which covers 
possible contingencies. By i960, both the num¬ 
ber of disability eases and the average pay¬ 
ment will probably be appreciably higher. Ag¬ 
gregate disability and death benefits, accord¬ 
ingly. may be anticipated to range from three 
quarters to one and a quarter billion dollars in 
1950 and from one to one and a half billion 
dollars in 1960. 

Veterans' insurance is of two types: govern¬ 
ment life insurance for military personnel 
from World War I to 1940; and national serv¬ 
ice life insurance written since 1940. More 
than Si2} billion of insurance written during 
World War II was in effect in June 1945. Ac¬ 
cording to the experience after World War I, 
from 10 to 12 per cent of the veterans will keep 
their insurance after the war. Insurance for 
service-connected death or disability is largely 
financed from tax or general funds. Of the $2.3 
billion paid in insurance of this type between 
the two world wars, about $455 million was 
offset by premiums and the remainder was 
paid from general funds. 


The heaviest expenditures for military and 
naval insurance, of which general-funds have 
borne four fifths of the cost, were made from 
1923 to 1935. During this period, an average of 
$100 million annually was expended from tax 
funds to recoup insurance deficits for death or 
war-connected disability. In recent years, how¬ 
ever, this cost has averaged only $10 million. 

If the future behavior of this cost class paral¬ 
lels that after the last war, the 1950 net ex¬ 
penditure from general funds would approxi¬ 
mate Si 15 million and the i960 payments 
would be S205 million, rising to still higher 
amounts in later years. 

Costs for operation and construction of vet¬ 
erans’ hospitals were $77 million in 1941, with 
administrative and miscellaneous expenses ac¬ 
counting for $24 million. General Hines, for¬ 
mer Administrator of Veterans AlTairs, testi¬ 
fied that the number of beds in hospitals and 
soldiers’ homes — 72,13s in 1941 — might in¬ 
crease to 142.600 in 1950 and to 204.900 in 
On this basis, hospital expenditures (in 
terms of 1940 prices and services and exclusive 
of administration) will be not less than $151 
million in 1950 nor less than $219 million in 

17. In testimony before the Subcommittee of the Com¬ 
mittee on Appropriations, I louse of Representatives, 78th 
Coni:., 2d scss., Hearings on the First Deficiency Appro¬ 
priation Bill jor 1944. pp. 115 
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Table 162 

Estimated Veterans* Expenditures in 1950 and 1960 
(In Millions at 1940 Prices) _ 


Class 

Total 

Pensions 

Regular forces 

World War I and previous wars 
World War II 
Veterans’ insurance 
Hospitalization 
Education and training 
Administration and other 


1950 

/960 

Minimum Maximum 

Minimum Maximum 

$ 1 , 93 ° $M 3 ° 

$2,130 S 2 > 73 ° 

1,310 1,768 

1,548 2,148 

3 * 

40 

5°3 

561 

776 x » 2 34 

947 x »547 

xx 5 

205 

I 5 I 

219 

200 242 

— 

*54 

158 



,960. Although the peak of the hospital load 
for World War I veterans is expected by i960, 
the much heavier peak for World War II vet- 
crans will not come until long after that year. 
Administration and various miscellaneous 
costs would involve an additional $154 
lion expenditure in 1950 and ** 5 ® m,U,on ,n 

^mediate postwar expenditures for dis¬ 
charge pay, education and rehabilitative train¬ 
ing have been heavy. Much of this spending 
will be over before 195°* however, and only 
$200 million to $242 million is forecast for edu¬ 
cation and related purposes in that year. Agita¬ 
tion for a new soldiers* bonus may be antici¬ 
pated, but the possible expenditure lor Jim 
purpose cannot be estimated. The S3.S billion 
bonus for the much smaller number of W «rld 
War I veterans was largely concentrated in 
1936-1938 — about 20 years after the war. 

Total veterans* care for all classes, each based 
on a different cycle of payments, would thus 
fall in a range of $1.9 billion to $2.4 billion in 
1950 and $2.1 billion to $2.7 billion in !'/»• 
These amounts (shown in detail in 1 able 
162) arc, of course, less than immediate post¬ 
war costs will be and also smaller than the 
probable level of expenditures after i960. 


d. PROTECTIVE SERVICES 

Substantial governmental costs arc incurred 
for police, fire, inspection and regulation func¬ 
tions, and other nonmilitary protective services 
for persons and property. Of these, police pro¬ 
tection is the most costly. This cost rose from 

$91 million in 1913 “>$382 mil,ion in * 93 a and 
to $411 million in 1941- Between 1913 and l 93 2 
cxpcnditurcs for municipal police accounted 
for the bulk of the increase, in contrast with 
the 1952-1941 period, when state and federal 
police became more important. Development 
of state police forces and the Federal Bureau of 
Investigation may be expected to continue, but 
will not weigh heavily in total protection costs. 
Because of the small rise in local police ex¬ 
penditures between 193 2 and , 94 1, J hc police 
function in general cx|>crienci d only a small 
increase in per capita costs in current dollars. 
Costs in constant dollars of »’M* purchasing 
power actually dropped from $?.«S per capita 
in 1932 to $5.09 in 1941* (See 1 able 154.) 

The depression so reduced local expendi¬ 
tures for police, fire and inspection that only in 
recent years have they regained progression 
levels. Fire protection expenditures of 565 mil¬ 
lion in 1913 rose to Si *7 million «n x 93 2 and 
leveled off to $197 million in 194 1 ■ 
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Measured both in current and constant dol¬ 
lars, per capita expenditures for fire protection 
decreased between 1932 and 1941. Police and 
fire costs are expected to increase, however, 
during the immediate postwar period because 
of equipment replacement needs and the prob¬ 
able increase in personnel resulting from 
shorter working hours. Except in New York 
City and Toledo, the fire forces of all large 
cities work on two shifts of 12 hours each. A 
three-shift plan, which is not likely to be 
adopted generally in the next few years, would 
increase personnel requirements by one third. 

More than half of the fire equipment in use 
in the United States in 1942 was over 15 years 
of age. 1 * Replacement of much fire and police 
equipment will take place in the next few 
years, so that deficiencies should not be serious 
by 1950. The limited financial resources of 
cities, as well as the usual absence of outside 
fiscal aid for these functions, will act as a brake 
on higher protection costs. This is especially 
true of the larger cities, where protective costs 
arc heavy. 

Police and fire expenditures may be ex¬ 
pected to grow in proportion to population, 
with a moderate allowance for expanded serv¬ 
ices, especially in suburban and rural areas. 
Police expenditures are accordingly estimated 
at $460 million in 1950 and $490 million in 
i960, compared with $411 million in 1941. Fire 
protection may cost $230 million in 1950 and 
S250 million in i960, compared with $197 mil¬ 
lion in 1941. 

Inspection and regulation includes services 
ranging from local building inspection and 
state regulation of liquor and other business 
to the activities of the Federal Trade Com¬ 
mission and the Securities and Exchange 
Commission. Costs of $33 million for this 
function in 1913 grew to $98 million in 1932 
and to $120 million in 1941. Per capita costs ex¬ 
panded, whether measured at current or 1941 
prices. 

It is likely that expenditures for inspection 
and regulation in the future will expand as 

18. Interview with secretary of the International Asso¬ 
ciation of Fire Fighters, July 1943. 


rapidly as between 1932 and 1941, when new 
regulatory activities were initiated. If so, the 
cost of regulation and inspection will be $145 
million by 1950 and $170 million by i960. 

For the police, fire, inspection and regula¬ 
tion functions combined, government ex¬ 
penditures are thus estimated at $835 million 
for 1950, and at $910 million for i960. (See 
Table 166.) 

C. TRANSPORTATION 

Public expenditures for highways, water¬ 
ways and other transportation facilities (exclu¬ 
sive of intergovernmental payments) rose 
from $395 million in 1913 to $1.9 billion in 
1932 and to almost $2 billion in 1941. In the 
latter year, highways accounted for $1.6 bil¬ 
lion, river and harbor facilities for $284 mil¬ 
lion, and airways and airports for $60 million. 
In 1940, before the war curtailment, however, 
public outlays for highways alone amounted 
to $2.3 billion. 

Large-scale developments will probably oc¬ 
cur in urban highway construction, in con¬ 
tinental superhighways and in airways and 
airports. 10 Construction and maintenance ex¬ 
penditures for highways arc estimated at $1.7— 
2.2 billion for 1950 and at $2.6-3 billion for 
i960. Expenditures for airways and airports, 
including both construction and operation of 
public airports and subsidies to private air¬ 
lines, can easily reach $350-450 million in 1950 
and $450-550 million in i960. All told, as 
shown in Table 166, estimated costs for pub¬ 
lic transportation facilities may range between 
$2.4 and $5 billion in 1950 and between $3-1 
and $3.9 billion in i96o. =0 

f. AGRICULTURE AND CONSERVATION OF NATURAL 
RESOURCES 

The immediate demobilization period is re¬ 
quiring large food supplies to satisfy domestic 
and foreign demands. Agricultural experts 

19. See Ernest W. Williams, Jr., The Oulloo^ for Do- 
metric Air Transport. Pamphlet No. 21, National Plan¬ 
ning Association. September 1943. See also idem. The 
Onrlooh for the Railroad Industry. Pamphlet No. 22, Octo¬ 
ber 1943. 

20. For a fuller discussion of postwar prospects for 
public transportation, sec Chapter 10. 
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ices and refused to authorize parity paymen s hpp^ or (h< . lQ ,,, cxpcndi . 

for future crops. The estimated 1 W 4 e ^F" hc | d )evcl5 . 0 n the other 

ture for aids to agriculture was S 8 n million, tore may « on exc eeds its 

^But !"e°hrm "oducttrcont'roU in" turned market, federal resource expenditures may ex- 
in t 9 „ are not likely to disappearai: surplus “^S^b.lhon w.di.n ^ 

ttfmtp^Xc' *i„g production t-SS 

into line wilh consumption. Government po in 9 ? f jj j cvc ls of government 

icy is also likely to look toward ways of en Mlion and S1.7 billion 

larging demand for food. Hus wou . bclwccn $1.5 billion and $1.7 bil- 

sitatc raising domestic consumption, as .. ^ Larger crop-control subsidies, 

as reopening foreign markets. The hh wiU be urged if food markets prove too 

campaign for better American diets will prob vh h will S { bn d and 

ably be successful if industrial and farm con- small. progrJim . mig ht 

increase these amounts to S2 billion or more. 


sumers have ample buying power. But the 
success of these possibilities, permitting a re¬ 
duction in government expenditures for agri¬ 
culture, may be incomplete. In this case mini¬ 
mum subsidies for selected crops will probably 
be continued. 

The same Congress that reduced aid to 


g. HEALTH 

The cost of public health and medical serv¬ 
ices (exclusive of those for the armed forces, 
for recipients of public assistance, and in con- 

increased from 5115 


direct subsidies to farmers. Of the total re- health aH ; ° fc(1 , r fiscal 

=?ES=irJ» , s =-P»T=hn. , s=S 

was for forestry, reclamation and flood con- h«p,.al.za,,on,a3ce.usfor publK ^ ^ 


VYUi IUI IUI«U J, • vv.»..—- - 

trol. By 1950 the latter figure is expected to 
increase. Moreover, any decreases in direct 
subsidies and loans may be offset by expanded 
public works and conservation programs. 

ai. Includes total loans tlut are reported only on a net 
basis by the federal budget. 


^nda cents for maternal and child health scrv 
ices and aid to crippled children. 

All types of public health and medical serv¬ 
ices arc expected to expand in the future as a 
result of population growth and of increasing 
popular demand for their extension. Although 
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it is difficult to estimate the effects of the war 
in this field, total expenditure for public health 
and medical services probably will be not less 
than $250 million in 1950 and $325 million in 
i960, with local governments spending for 
their own purposes about as much as the fed¬ 
eral and state governments combined. (See 
Tables 166 and 168.) 

h. SANITATION 

Local government spent $302 million in 1932 
and $250 million in 1941 for construction and 
maintenance of sewer systems. This offers a 
basis for the projection of future costs. Both 
years were below average, as expenditures 
were higher during most of the intervening 
years. Sewerage developments served 8,518 
communities in 1940, or about half of the 
16,303 municipalities of over 2,500 population 
in the country.” These systems served 70.5 
million people, or roughly 55 per cent of the 
total population and 95 per cent of those in the 
cities. Since 1940, added facilities undoubtedly 
have extended sewage disposal service to a 
larger proportion for the population. These 
figures provide only a general measure of the 
sanitation service. Many places below 2,500 
population have sanitary facilities, while some 
larger communities lack them. Moreover, not 
all residences in municipalities with sewerage 
works arc connected with these facilities. 

Sewage treatment plants, in addition to dis¬ 
posal systems, arc greatly needed. Treatment 
plants now in operation serve only half of the 
population connected with sewerage systems,” 
and the capacity of almost half of them pro¬ 
vides for secondary rather than primary treat¬ 
ment. 

The immediate postwar years will probably 
see rising sanitation expenditures, although 
deficiencies in service will probably not be cor¬ 
rected for some time. The National Resources 
Committee reported that checking stream pol¬ 
lution alone would require capital outlays of 

2*. Situ ey of Sewerage Systems in the United States: 
1 Public Health Scrsice. 

2?. (JoMrimn nul Requirements Division, War Produc¬ 
tion Hoard. 


$2 billion over 10 to 20 years with annual 
maintenance costs of $240 million. 24 

All but 10 per cent of the sewage disposal 
systems are publicly owned. The removal of 
service deficiencies will require sewer connec¬ 
tions in thousands of small places, the con¬ 
struction of many treatment plants and in¬ 
creased maintenance costs. Most of the larger 
and more costly plants have already been built 
or will be constructed before the end of the 
decade; but to provide completely adequate 
sewerage facilities will require construction 
for many years, as well as expanded replace¬ 
ment and maintenance. 

Total sanitation costs are estimated at $330 
million in 1950 and $360 million in i960, of 
which $180 million represents current costs 
and $150 million capital outlay in 1950; $180 
million represents current operation and $180 
million capital outlay in i960. 

The combined estimates for health and sani¬ 
tation after the war arc $580 million for 1950 
and $685 million for i960. This compares with 
actual expenditures for these functions of $415 
million in 1941. (Sec Table 166.) 

i. WELFARE 

Public welfare expenditures, as classified by 
the Bureau of the Census, cover outlays for 
work relief, general relief, institutional care, 
as well as categorical assistance, which in¬ 
cludes old-age assistance and aid to the blind 
and to dependent children. Federal, state and 
local governments spent $50-75 million on 
public welfare in 1913, $535 million in 1932 
and $3 billion in 1941.” (Sec Table 154.) 

State and local governments accounted for 
over 90 per cent of this expenditure in 1932, 
but for about two fifths of it in 1941. After 
1933 the federal government assumed the ma¬ 
jor share of financial responsibility for public 
welfare programs, because of exhaustion of 
the financial resources of many states and 
communities, and also because of the differ¬ 
ences among states in their needs and capaci- 

24. Water Pollution in the United States, > 939 * P* 4 *- 

25. Fi^Ml aid is counted only once as spent by the pub¬ 
lic unit receiving such aid. 
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tics. However, the state-local share rose again 
during the last half of the 1930*5, increasing 
from 13 per cent in 1936 to 41 per cent in 1940. 

Public welfare expenditure in 1950 and i960 
will of course depend on the need for relief 
and public assistance in those years. Even at 
the high levels of income and employment as¬ 
sumed in this survey, there is an irreducible 
minimum of unemployment, but no large 
outlays for general or work relief will be 
needed under these assumptions. With a se¬ 
vere business depression, however, public re¬ 
lief programs might involve annual costs of 
as much as S3 or $4 billion. Such outlays by 
federal and state-local governments averaged 
$1.9 billion annually from 1932 to 1940, reach¬ 
ing a peak of $3.8 billion in 1939-'* 

While general and work relief expenditures 
rise and fall with economic conditions, the 
three special public assistance programs in¬ 
cluded in this welfare category-old-age as¬ 
sistance, aid to dependent children and aid to 
the blind - have all shown steadily increasing 
costs since they were first undertaken at the 
state-local level. This upward trend has ac¬ 
celerated since federal participation in their 
financing began in 1936. Between i 93 <> and 
1940, for example, outlays for these functions 
(including administrative costs) increased 
fourfold —from $154 million to $637 million. 
Old-age assistance, the largest of these items, 
accounted for $89 million out of the 1936 total, 
and for $449 million (not including the cost of 
administration) of the 1940 total. This was five 
times as much as in 1936” With the increasing 
proportion of older age groups in the popula¬ 
tion, this cost may be expected to continue to 
increase, although its rate of growth should 
slow down as the old-agc-insurancc program 
expands its coverage. 

On the assumption of stable prosperity m 
the 1950*5, and allowing for the gradual expan¬ 
sion of public assistance, total public welfare 
expenditure is estimated at approximately 52 
billion in 1950 and at $1.8 billion in i960. T he 


smaller total for i960 allows for less expendi¬ 
ture for old-age assistance, because of greater 
reliance on old-age and survivors' insurance. 
With work relief assumed to be less important 
under conditions of high-level employment, 
the federal share of the estimated public wel¬ 
fare totals is considerably less in 1950 and i960 
than in 1941. (Sec Tables 166 and 168.) 

j. HOSPITALS 

State and local governments arc responsible 
for the bulk of the public expenditure for 
hospitals, which amounted to $357 million in 
1932” Of this, the federal government spent 
only $15 million. Public expenditures for hos¬ 
pitals rose to $458 million by 194'. exclusive of 
hospitals for military veterans, and all but 57 
million was spent at the state and local levels. 

Hospital construction will be one of the 
large items in any postwar public works pro¬ 
gram. If the construction of facilities for hos¬ 
pital beds is in accordance with the Hill-Bur¬ 
ton bill, it is estimated that public hospital 
construction will approximate $210 million in 
1950. Perhaps as much as $25° wlU 

spent in i960 if the long-term trends of the 
past continue. 

The number of beds in government hos¬ 
pitals increased from 679,367 in 1932 *0965.511 
in 1941, or by 42 percent. Meanwhile, the num¬ 
ber of admissions increased twice as fast, rising 
from 2 million patients in 1932 to 3.7 million 

in 1941. . 

Assuming a continuation of past trends in 
current expenditures, the combined operating 
and capital costs of government hospitals are 
estimated at S710 million in 195 ° ant * M ^5 
million in i960. Anticipated expenditures for 
veterans* hospitals arc shown separately in the 
section of this chapter on the care of veterans. 

k. CORRECTION 

The penal care of prisoners and the super¬ 
vision of prisoners outside of institutions fol¬ 
lowed a stable cost trend between 1932 and 
1941, the only period for which cost figures 


26. Sfairily, Work, and Relict Policies. National Rc- Nq on l< made with 1913 since 

•ource* Planning Board, > 94 *. T ab,e 66 - P- expenditure! were not wparately clarified in tlut >ear. 

27. Ibid. 
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arc available for all public units. Expenditures 
of $146 million in 1932 and of $162 million in 
1941 amounted to $1.18 and $1.22 per capita, 
respectively. This involved a 3 per cent rise in 
current dollars, but a decrease of 9 per cent in 
constant dollars because of the rise in prices 
over the period. 

The number of federal prisoners reached a 
peak of almost 26,000 in 1932, but immediately 
after the repeal of prohibition the number de¬ 
clined by about 10,000. In prewar years the 
number of federal prisoners had climbed back 
almost to the 1932 level. 3 * State penal institu¬ 
tions contained 144,4*9 inmates at the end of 
1939, 30 and this number had been growing 
moderately. A small added expense results 
from the growing supervision of offenders 
outside of institutions. The number of federal 
parolees, probationers and conditional release 
cases grew from 26,527 in 1932 to 35,395 in 
1941. 

The social disturbances of the war period 
have created correctional problems that will 
leave a disturbing aftermath. Correction costs 
arc estimated at $180 million in 1950 and $190 
million in i960 on the basis of past trends, 
population growth and the probable increase 
in the number of prisoners. 

1 . SOCIAL INSURANCE 

The federal and state governments have 
incurred large expenditures under the old- 
age and unemployment insurance programs 
launched during the depression of the 1930s. 
Federal funds arc expended for old-age and 
survivors* insurance, as well as in the opera¬ 
tion of the railroad retirement fund. Unem¬ 
ployment insurance is a state expenditure, al¬ 
though federal aid helps to defray administra¬ 
tive costs. 

Social insurance systems involve three classes 
of public expenditures: (1) the administrative 
costs of operating the Social Security Board, 
the Railroad Retirement Board and the state 
unemployment compensation commissions, 

29. Report of the Attorney General. 1941. P- 3 °°- 

30. Bureau of the Cccmis. Priionen in State and Fed¬ 
eral Prifont and Reformatories: 19 39 - P- 8 4 - 


which amounted to $113 million in 1941; (2) 
the current payments made to beneficiaries of 
these systems, which amounted to $629 million 
in 1941; and (3) the net additions to these so¬ 
cial security reserve funds, representing special 
taxes or contributions paid by employers and 
employees, which are held in reserve for future 
payment to insured persons in later years. 
These net additions to reserves, amounting to 
$1.2 billion in 1941, are classified as public ex¬ 
penditure at the time they arc deposited in the 
social security trust funds. 

Taken together, administrative costs, bene¬ 
fit payments and net additions to reserves 
amounted to almost $2 billion in 1941, or 8 per 
cent of all governmental costs. They were 
divided about equally between the federal and 
state governments in that year. These insur¬ 
ance costs, added to the $3 billion public wel¬ 
fare expenditures described above, represent 
one fifth of total public expenditure in 1941. 

The railroad retirement system covered 
1,029,000 employees in 1932. By 1941 the num¬ 
ber of employees covered by the railroad re¬ 
tirement system and the railroad unemploy¬ 
ment insurance system (inaugurated in 1938) 
stood at 2,005,009. 

Meanwhile, the coverage of the old-age-in¬ 
surance system had expanded from 32.8 mil¬ 
lion workers with taxable wages in 1937 to 
41.6 million in 1941. There were 59.4 million 
living account-number holders on June 30, 
1942,'although not all had acquired wage cred¬ 
its under the program because some of them 
had never worked in covered occupations. 

Future government expenditures for social 
insurance will depend on whether the existing 
social security program is expanded by new 
protective functions, whether more liberal 
benefits are extended and whether coverage is 
expanded to include occupations now ex¬ 
cluded. In 1942 President Roosevelt recom¬ 
mended an increase in the coverage of old-age 
and survivors’ insurance, the addition of per¬ 
manent and temporary disability payments 
and hospitalization payments beyond the ex¬ 
isting benefit programs, and more liberal and 
expanded unemployment compensation in a 
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Table 163 

Estimated Rauce oe Gove.smeut Exeesd.tuees eo. Soc.ae Iksdeakce n. -9 5 o - *9 

(In Millions at 1940 Prices) _ 


1950 


i960 


Ex pen dint 


ire 


Total 

Administrative costs 
Social Security Board 
Railroad Retirement Board 
State unemployment compensation 
commissions 
Benefit payments 

Old-age, survivors' and permanent 
disability insurance 
Railroad retirement 
Unemployment insurance 
Temporary disability insurance 
Hospitalization insurance 
Medical service insurance 

Net additions to reserves 

Old-age and survivors insurance 
fund 

Unemployment trust fund 
Railroad retirement fund 
Social insurance fund 


$ 4 ,o.o S4.0.0 $ 7 . 73 ° $ 7 . 53 ° $ 4 . 5 '° $ 4 . 56 ° $8,730 $8,480 


3 ° 

10 


50 


100 

10 


3 ° 

10 

50 


too 

10 


1.000 i. 5 »° 
200 

S°° 9 °° 


1,500 2,000 

200 

800 1,200 

400 600 

600 700 

1.200 1.400 


1,800 

200 

500 


2,500 
200 
800 
500 
700 

— 1.40° 


2,500 

300 

900 


3.500 

300 

1,200 

700 

800 

1,600 


Wage and earning. a..ump.ion. a,e ba«d nnJ9^ 

priee and wage ".tided'■. <'« 

program assumed to Ik « '*« * 1 . »| ol unites in 

Wagncr-Murray-Dingcll bill <*• - 

ihis table are based upon the follow.ng assumes. ^ 

115 1 3 1 


Total wage bill (/" Billions) 

Total taxable wages of employees anJ ** rn ‘ 
ings of self-employed, expanded pro¬ 
gram (/« Pillions) 

Taxable wages of employees, expanded 
program (/»» Pillions) - 4C , 

Taxable wages of employees, present OASl 
program (/" Billions) . 


S71.0 S81.0 

S66.0 $ 75-3 
$ 54-3 $ 61.0 
S46.9 553-5 


Employment index 094 " - '?!}?. . 

Average unemployment (/" Millions) - __ 

uniform nation*. system. ttriUr — 

dations were made by the Soa.il ** * rights,Applying them to persons m military 

Board, and by the Committee on g ^ 0 ' id i ng insurance benefit* for per- 

Work and Relief Policies m us report to disablid workers, and by establish- 

National Resources Planning Board. SYSlcim of unemployment corn- 

These recommendations were cniUxlicd n g - \ disability, and maternity, 

large par, in the Wagner-Murray-Dmgel. J».JJ ^“d^pitaL.uion benefit 
introduced in Congress in > 943 ; , |hc Public costs for social insurance will also dc- 

would amend and extend the provision volume of unemployment, the 

Social Security Ac, of t 955 by establishing a pend on^the solu.m ^ earning| 

jr. M an ,l the rates of contribution under an ex- 

--1 Nati-nat R,~..... jn .|ed program. To estimate government ex- 

Board, op. eis.. Chap. 19- 

4«9 


( 


■ .■-> 


AMERICA'S NEEDS AND RESOURCES 


penditures for social insurance in 1950 and 
i960, definite assumptions must be made re¬ 
garding each of these variables. Under the ex¬ 
isting program, expenditures for social insur¬ 
ance are estimated at about $4 billion in 1950 
and more than $4.5 billion in i960. Of the two 
main elements of cost, net additions to insur¬ 
ance reserves are anticipated to be the largest 
in 1950 and benefit payments the largest in 
i960. 

Under the greatly expanded program pro¬ 
vided by the Wagncr-Murray bill, estimated 
social insurance costs in 1950 would fall be¬ 
tween S7.5 billion and $77 billion, and in i960 
between $8.5 billion and $8.7 billion. Thus, the 
extreme range of estimated costs for 1950 
would be from $4 billion to $7.7 billion and for 
i960 from $4.5 billion to $8.7 billion. These es¬ 
timates, together with the assumptions on 
which they arc based, arc shown in detail for 
the existing programs, as well as for the sub¬ 
stantially expanded program as proposed in 
the Wagncr-Murray bill, in Table 163,” and 
for different levels of government in Table 

168. 

m. EDUCATION 

Education ranks third among all public ex¬ 
penditures, the two largest being war and wel¬ 
fare. It ranked second in 1913, when $577 mil¬ 
lion was spent for schools; first in 1932, when 
American schools cost $2.3 billion; and third 
in 1941, when $2.4 billion, or more than 10 per 
cent of all public disbursement, was for 
schools. The demand for more and better edu¬ 
cation helps to explain the trend of past school 
expenditures as well as the likelihood of in¬ 
creased costs in the future. 

Federal, state and local governments all par¬ 
ticipate in educational expenditures. Adminis¬ 
tered largely on the local level, education is 
chiefly financed by property taxes and local 
revenue. However, the states provide aid to lo- 

3 ^. For technical advice in making these climates, 
prat<fu! acknowledgment >* mailt to Daniil S. Ceng, Jr.. 
Chief. Division of Finance and Economic Studies. Social 
Srcuritv Hoard, and to Selma J. Mushkin of the same 

Division. 


cal schools and support of higher education. 
Up to 1946, federal grants have been confined 
to vocational training and agricultural educa¬ 
tion. A bill to extend wider federal aid to 
schools was defeated by the Senate in 1944* It 
may be adopted eventually, however, and 
would moderately increase expenditures, espe¬ 
cially in areas having low educational stand¬ 
ards. 

Forecasts of school costs must recognize the 
major role of teachers’ salaries, which account 
for three fourths of total expenditure for edu¬ 
cation. The trend of school payrolls has been 
sharply upward, rising from $387 million in 
1913 to Si.6 billion in 1932 and to $1.9 billion 
in 1941. Meanwhile, the number of full-time 
employees of the public school system in¬ 
creased from 644,000 in 1913 to over 1.3 million 
in 1941. The upward trend in average pay of 
schoolteachers, although retarded by the de¬ 
pression, will contribute to larger school ex¬ 
penditures in the future (entirely aside from 
the effect on teachers’ pay of the rise in the 
cost of living since 1940). 

Basic to any projection of educational costs 
is the trend in school enrollment, or the “serv¬ 
ice load.” Between 1930 and 1940, enrollment 
in public elementary schools declined, while 
that in high schools and colleges increased. 
The net result was a slight rise in total enroll¬ 
ments — from 26.8 million students in 1930 to 
26.9 million in 1940. During the two postwar 
decades, enrollment in elementary schools, 
after a moderate rise in the immediate post¬ 
war years, is expected to remain relatively sta¬ 
ble. Enrollment in the more expensive second¬ 
ary and higher institutions is expected to rise 
considerably. 

The “desirable enrollment” in public ele¬ 
mentary and secondary schools as estimated 
in Chapter 13 would be 29.9 million in 1950 
and 33 million in i960, and the desirable col¬ 
lege enrollment would be 1.7 million and 1.8 
million in the same years. Since actual enroll¬ 
ment will fall short of these figures, a service 
standard on which to base future expenditures 
is difficult to establish. The depression dis¬ 
rupted trends in this field, so that the schools 
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did not resume their 1930 level of spending 
until 1940. School costs during the war were 
obviously abnormal. Expenditure of $86.03 per 
pupil enrolled in public elementary and sec¬ 
ondary schools in 1940” Probably be ex¬ 
pected to rise by 10 per cent or more (at 1940 
prices) because of higher standards in subnor¬ 
mal areas and as a result of the efforts of 
wealthier sections. 

At the 1940 expenditure rate of 54 * 7-55 i* r 
college student, government-supported col¬ 
leges would spend $710 million in 1950 and 
$752 million in i960. For all public-supported 
schools, current and capital expenditures based 
on standard costs, modified by probable de- 
velopmcnts, may range between $3.1 bi ion 
and $3.3 billion in 1950 and from $3.7 billion 
10 $3.9 billion in i960. (Sec Table 166.) 

n. LIBRARIES 

Public expenditures for libraries, which ac¬ 
counted for less than one per cent of all gov¬ 
ernment expenditure in » 94 *. arc 
incurred by local governments. In round num¬ 
bers, library payments amounted to 5*3 mi1 * 
lion in 1913 and $36 million in * 93 *. 

$54 million in i 9 4 >. ° f whlch S f 

spent by local governments for bu.M'ngs 

books and salaries. (See Tables .54 and 
166.) Per capita costs for libraries, amoun 
ing to 41 cents in both 1932 and 1941, may e 
expected to rise by nearly 5 per «nt by .90° 
and 10 per cent by i960. . 

Such a rise would result in library costs ot 
$62 million in 1950 and of $70 million in i960. 
Library expenditures may be larger than these 
estimates, but they will probably not exceed 

50 cents per capita in 1950 and 60 ccnls * Kr ca K 
ita in i960. At this rate, library costs would 
amount to $72 million and $9* million, respec¬ 
tively. The most probable range of expendi¬ 
tures, then, is from $62 million to $72 million 


33. Both past COM* ami future estimates 
of enrollment, which i, a better basss for 
experience into the future than average « f' l > , j 

Hence the cited per pupil costs are lower *»" *"** 1 
on attendance. Moreover, the cited ****" . . nl 
current operations and capital outlays, exs ' ,i c # 

service. In this chapter, deb, service for schools and other 
functions is treated as a separate class. 


in 1950 and from $70 million to $93 million in 
i960.” (See Tables 166 and 168.) 

O. RECREATION 

Recreation, like libraries, accounted for less 
than one per cent of all government expendi¬ 
tures in 1941. Park and other recreation costs 
totaled $203 million. Local government units 
spent four fifths of this amount from their own 
funds. Total public expenditures for recreation 
were $190 million in 1932 and $58 million in 
,9.3. On a per capita basis, recreation costs 
were $1.53 in 1941. « >94 1 standards are main¬ 
tained at the same per capita rate in the future, 
total public expenditures for recreation would 
amount to $223 million in .950 » nd IO 
million in i960. 

The present municipal park acreage is con¬ 
sidered by authorities on park and recreation 
standards to be less than half the space needed. 
One of the most commonly accepted stand¬ 
ards has been one acre of park space for each 
too of the population. According to figures 
compiled jointly in 19351>Y thc Na " on ;‘ l Pa . tk 
Service and the National Recreation Associa¬ 
tion, no city above 500,000 population has even 
one acre of park land to 200 residents. Chicago, 
for example, has only one acre for about 450 
people. To meet the standard of one acre per 
100 population would require 33.000 acres. / 
quarter of the cities under 500.000, however, 
have already exceeded this standard. 

With increasingly shorter hours of labor and 
more leisure, it seems reasonable that govern¬ 
ment expenditures for park and recreational 

,4. Tins is consi.Ic.ably less than wha, 

mrnmm 

*;■“iXl “t-nal.ly s-’-l 

S3RV Srtw.e--“, on jj-2 

American Lil.arr A— i J n..n. >»4J. PP- 5* 
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facilities and services will increase with the 
growing public demand for them. The Na¬ 
tional Recreation Association has recently rec¬ 
ommended current expenditures of $3.00 per 
capita as a minimum annual standard to pro¬ 
vide adequate municipal recreation service be¬ 
yond amounts that may be spent for the im¬ 
provement or extension of recreation areas. If 
this goal were reached, local government ex¬ 
penditures for recreation would amount to 
$245 million in 1950 and to $278 million in 
i960. 

This standard will probably not be attained, 
however, and a more reasonable estimate ap¬ 
pears to be between $190 million and $220 mil¬ 
lion in 1930, and between $200 million and 
$240 million in i960. When local, state and fed¬ 
eral costs arc added, total estimated expendi¬ 
tures for this function will range between $223 
million and $300 million in 1950 and between 
$240 million and $350 million in i960. 

p. PUBLIC EMPLOYEE RETIREMENT 

Expenditures for public employee retire¬ 
ment pay or pensions do not equal the amount 
of the pensions paid each year to beneficiaries. 
Retirement compensation is normally admin¬ 
istered through reserve or trust funds to which 
cither the governmental unit or its employees, 
or both, contribute annually. Accumulated 
contributions, plus earnings on their invest¬ 
ment, form a reserve from which payments arc 
made to retired employees and other benefici¬ 
aries. Since compensation is paid from the as¬ 
sets of the trust funds, the varying amounts of 
benefits paid annually arc not equal to gov¬ 
ernment expenditures of the same year.’' 1 The 
latter consist solely of governmental contribu¬ 
tions to reserve funds or for pension purposes. 
Employee contributions arc a cost to the em¬ 
ployees, not the government; hence they arc 
excluded from retirement expenditures. 

The Federal Civil Service Retirement Act 
of 1921 governs the administration of all fed¬ 
eral civilian retirement, except for the Canal 

3 6. When a public unit Jots n >t set u;> a retirement re¬ 
serve any pensions paid from current funds ob\i- 

ously constitute expenditure*. 


Zone and Alaskan Railroad Retirement Acts. 
Since the government contributions to the two 
latter systems totaled only $1.4 million in 
1941, future outlays for federal retirement will 
be determined almost exclusively by the civil 
service system. Government contributions of 
$92 million to this retirement system, added to 
the cost of the two small systems mentioned 
above and to compensation for injuries to em¬ 
ployees, produced a total federal expenditure 
of about $107 million in 1941. (Sec Table 
168.) 

The normal development of the civil service 
retirement system was distorted by the phe¬ 
nomenal wartime increase in the number of 
civilian employees covered by it. From a cover¬ 
age of 675,000 employees in June 1940, the 
number rose to 2.1 million on the same date in 
1942 and to nearly 2.8 million in 1943. 87 More 
than 250,000 of this added membership, how¬ 
ever, is a result of the extension of the retire¬ 
ment plan to peacetime personnel. If the war 
had not occurred, the present coverage would 
approximate a million employees. 

During 1940, total federal civilian employ¬ 
ment exceeded a million, including many tem¬ 
porary employees for programs since termi¬ 
nated. As 1940 represents a peak before the de¬ 
fense and war periods, the allowance for added 
permanent employees covered by the federal 
retirement system need be increased only mod¬ 
erately— to 1.3 million in 1950 and to 1.4 mil¬ 
lion in i960. Allowing for annual government 
contributions of $135 per employee for full 
coverage of permanent workers, 1950 federal 
retirement expenditures would be $175 mil¬ 
lion. and the i960 cost would be $189 million. 
Anticipating that cither the number of pro¬ 
tected employees or the rate of their contribu¬ 
tions will be larger than the foregoing esti¬ 
mates. minimum federal expenditures would 
be S1S8 million in 1950 and $206 million in 
i960, inclusive of administrative costs of about 
a million dollars for each year. (As they are 
stated in terms of dollars of 1940 purchasing 

57. Statistics of the federal retirement systems arc de¬ 
nted from retirement reports issued by the U.S. Civil 
Service Commission. 
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power, these estimates arc subject to revision 
upward in accordance with higher salary 
scales.) 

Retirement systems for state and local gov¬ 
ernment employees have grown rapidly. From 
government contributions of $10 million in 
1913, costs rose to $89 million in 1932 and to 
$158 million in 1941. In 1941 somewhat less 
than half of the nearly 3.3 million state and 
local employees (permanent and temporary) 
were protected by retirement plans. ' Allow¬ 
ing for the fact that well over half of the per¬ 
manent employees were covered, the area of 
potential expansion suggests a large growth in 
costs. With almost three fifths of school em¬ 
ployees now protected, the extension of retire¬ 
ment protection to most of the other two fifths 
can be anticipated within a reasonable time. 
Nonschool state and local employees, of whom 
over three fifths were unprotected in 1941, af¬ 
ford a field for an even larger growth in retire¬ 
ment systems. 

The expansion rate will depend on the 
growth of state administration of local pen¬ 
sions as well as on the increase in the total 
number of state and local employees. Na¬ 
tionalization of state and local retirement ad¬ 
ministration, under the Social Security Act, is 
too conjectural for dependable estimates. Un¬ 
der state and local administration, the 1941 
coverage of 1.5 million employees can be ex¬ 
pected to increase to 2.2 million by 1950 and to 
2.6 million by i 9 f>o. At the rate of $106 per em¬ 
ployee, paid by states and localities in 194>* lht j 
1950 expenditure would be $23* million and 
the 1960 cost would be $276 million. Allowing 
for larger contributions, in keeping with 
higher salaries, the 1950 expenditure would be 
$272 million and the i960 cost would be S*i2 
million, inclusive of administrative costs ot 

about $4 million. 

Aggregate federal, state and local expendi¬ 
tures for public employee retirement systems, 
including administrative costs, arc estimated 

38. Sec Bureau of the Census Sla.c an.l l-*xal govern¬ 
ment Special Study No. 17. Retirement Systen’• lor sure 
anil bxnl Government Employed. October <94 V- 
Special Study No. 15, Financing State ami City tension . 
October 1941. 
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at $460 million in 1950 and at $518 million in 
i960. (See Tables 166 and 168.) 

q. INTEREST ON GOVERNMENT DEBT IN I95O 

A comparison of the debt before and at the 
end of the war is striking evidence of the fact 
that debt service will constitute a more impor¬ 
tant share of government costs than in any 
prewar period. The total public debt on June 
30, 1940 was $63 billion, of which federal obli¬ 
gations accounted for $43 billion. Five years 
later, the total had soared to S275 billion, con¬ 
sisting of less than $17 billion of state and lo¬ 
cal debt and nearly $259 billion of federal. 
President Truman’s January 1946 budget mes¬ 
sage placed the federal debt at $278 billion. By 
drawing on cash balances to retire outstanding 
obligations, however, it was estimated that the 
federal debt would be reduced to $271 billion 
by June 30, 1947 — in spite of an expected ex¬ 
cess of expenditure over revenue during the 
1946-1947 fiscal year. The growth of public 
debt since 1913, compared with national in¬ 
come, is shown in Table 164 and Figure 21. 

Although state and local debt was nearly 20 
per cent smaller in 1945 than in 1940, the fed¬ 
eral debt was more than five times larger, and 
the total public debt quadrupled during the 
five-year period. However, the "burden of 
the public debt, measured by its relation to na¬ 
tional income, was little more than twice as 
great, as the national income rose from $7 S bil¬ 
lion in 1940 to $160 billion in 1945- Hence, the 
1945 debt was 172 per cent of the national in¬ 
come, compared with 81 per cent in 194°- 
Interest payments on debt depend on the 
amount of obligations outstanding and on the 
average rate of interest. Whether federal debt 
will be larger or smaller at the end of the pres¬ 
ent decade is problematical. Small surpluses or 
small deficits arc likely during the interven¬ 
ing years. Sales of surplus war materials 
strengthen the likelihood of adequate revenue. 
For purposes of forecast, it can be estimated 
that the federal debt will hover around the 
'945 figure of $275 billion in ^ «'i an 
interest rate of 2 per cent, or slightly above 
the average rate at the beginning of I 94 6 * ,cd ' 


49* 



AMERICA'S NEEDS AND RESOURCES 


Table 164 

Gross Government Debt in Relation to National Income in 
Selected Years, 19x3-1945 


Amount of Debt Percentage of Debt to National Income 


Year 

Total 

Federal 

State and Local 

Total 

Federal 

State and Local 

* 9*3 

% 57 

(In Billions) 
% 1.2 

* 4-5 

16.4 

3.6 

12.8 

1922 

33-2 

23.O 

10.2 

55.8 

3 8*6 

* 7-2 

*932 

39 -o 

I9.5 

I9.6 

97.8 

48.8 

49.0 

*940 

63.2 

43.O 

20.2 

8*. 3 

55-3 

26.0 

* 94 2 

92.0 

7 2 *4 

I9.6 

75-4 

59-3 

16.1 

*944 

218.4 

201.0 

* 7-4 

* 35-9 

125.1 

10.8 

*945 

275.2 

258.7 

16.5 

172.0 

161.6 

10.4 


Source: Bureau of the Census, Governmental Debt in the United States: 194S. February 1946, p. 5. 


cral interest payments would approximate $5.5 
billion in 1950. 

State and local debt has passed through three 
distinct periods since World War I. The total 
more than doubled from 1919 to 1932, reach¬ 
ing $19.6 billion by the latter year. During the 
next eight years, short-term loans declined 
sharply and long-term obligations rose slowly, 
so that the 1940 debt of $20.2 billion was only 
slightly higher than in 1932.*® The impact of 
the war converted an impending rise into a 
sharp contraction, so that the total of outstand¬ 
ing obligations declined to $16.5 billion by 
June 30, 1945. 

During the remainder of the present decade 
state and local debt will probably grow at a 
rate comparable with the debt expansion of 
the 1920's. New bond issues arc likely to total 
$6.5-7 billion, while $3.5-4 billion of bonds 
will probably be retired during this period. Ac¬ 
cordingly, state and local debt will probably be 
about $19.6 billion at the beginning of the 
1950 fiscal year, or almost back to the 1940 
level. 

Of the 1950 prospective state-local debt of 
$19.6 billion, noninterest-bearing debt might 
approach $400 million, while less than a billion 

39. State and local public elebt -.tjti'tic* arc cited from 
the Bureau of the CcflMis. Got ern mental Debt in the 
United States: 1945. February 1946. 


dollars will be short-term debt, calling for $15 
million in annual interest payments. On the 
long-term debt, the ratio of interest cost to ob¬ 
ligations was 3.84 per cent in 1942. Assuming 
a further slight decline to 3.50 per cent, the 
1950 long-term interest cost will be $651 bil¬ 
lion. This would mean total interest costs of 
$666 million. Of this total, however, $181 mil¬ 
lion would be interest on obligations of gov¬ 
ernment enterprises and not chargeable to the 
taxpayer; the remaining $485 million would 
be the interest cost of state and local general- 
government debt. 

If these estimates are correct, interest pay¬ 
ments on total general-government debt in 
1950 will amount to nearly $6 billion. The in¬ 
creased interest on the federal debt more than 
accounts for the increase since 1941, as interest 
payments on state and local general debt arc 
estimated at less than the 1941 total of $562 mil¬ 
lion. 40 

40. This study omits provision for debt retirement out 
of revenue as an item of expenditure in 1950 and i960. 
With respect to the federal debt, retirement is wholly con¬ 
jectural. Revenue yields may be sufficiently high, or ex¬ 
penditures sufficiently low. to permit debt retirement from 
revenue in these years. There is no evidence, however, to 
support the conclusion that federal debt retirement is suffi¬ 
ciently probable to warrant forecasts of its amount. As for 
state and local debt, provision for debt retirement from 
revenue is customary by payment of serial bonds or by 
contributions to sinking funds. To count as an "expendi¬ 
ture" both debt retirement and the original outlay of the 
proceeds of the bond issue at the time the debt was in- 
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T. INTEREST ON GOVERNMENT DEBT IN i960 

How large the government interest burden 
will be in i960 depends upon a number of un- 
predictables. Most important of these arc the 
change in the size and composition of the debt 
and the trend of interest rates during the 1950 
decade. 

The probable sharp rise in state-local debt 
during the last half of the present decade can¬ 
not be expected to continue at the same rate 
during the 1950 decade. The immediate post¬ 
war period requires especially heavy borrow¬ 
ings to satisfy needs deferred during the war. 
However, a prosperous 1950 decade might 
witness the issuance of $14-15 billion of new 
state and local bonds, and the redemption of 
$9-10 billion of outstanding bonds. The net 
result would be the addition of $4-5 b,lhon ot 
outstanding debt by the end of the decade, re- 
suiting in a state-local debt total of $24 billion 
by i960. Of this total, perhaps $1 billion would 
consist of short-term and noninterest-bearing 
obligations, and $23 billion of long-term debt. 

Average interest rates during the 1950 s are 
impossible to predict with any assurance. Un 
the one hand, budget payments for interest 
will probably be reduced through liquidation 
of some of the high-interest-bearing debt; on 
the other hand, competition of private demand 
for investment funds under conditions of gen¬ 
eral prosperity is likely to bring about some 
increase in interest rates from the present ow 
levels. The net result is a possible intercst-to- 
debt ratio of 3.75 per ccnl on lhc ,on S ,crm 
state and local debt, which together with the 
interest on short-term obligations would mean 
total state-local interest costs of about $SSo mil¬ 
lion in i960. Approximately $245 n'llhon ol 
this total would be interest on the obligations 
of government enterprises and $635 million 

currcd would be double coun«in K — once when ,l,c “V 
lay originally was made from borrowed funds and1 «a. 
when the loans were repaid If American H*finajc 
repor.in K showed separably the current and cap.al I . k 
et*/provision for state and local debt rctircmen ss.;udk 
included in expenditures, while outlay pan! ' ' 
in K , would be treated as a cost amort./ed 
Since there is no such segregation ,ngovernn>c-rci>^ 
the simplest method of avoiding double counting .v to omit 
debt retirement as an expenditure. 
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Figure 21. Gross Government Debt and 
National Income, 1913. ! 9 22 « *93 2 » 

1940 and 1945 

19.16. 

for general-government debt. (Future interest 
costs are predicated on the assumption that in¬ 
terest on state and local bonds will continue to 
be exempted from the federal income tax.) 

What will happen to the federal debt during 
the 1050s is a much more important, but more 
conjectural and controversial. question. Some 
contend that the United States cannot main¬ 
tain the level of employment and production 
assumed in this survey without continued fed¬ 
eral deficits. Others claim that a decade ot 
general prosperity would cube us to base 
budget surpluses proportionately as large as 
those during the »)'-■> -■ because of the much 
higher volume of federal debt and federal 
revenue, a comparable accomplishment in 
,050-1060 would mean debt reduction at the 
annual rale of Sy -5 billion. Whether or not 
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possible, debt retirement of this amount is 
doubtful in view of present fiscal policies. 

For purposes of the present survey, it is as¬ 
sumed that, while the federal debt may experi¬ 
ence small year-to-year variations during the 
1950’s, the total in i960 will be about the same 
or slightly less than in 1950, and that no debt 
retirement will be made from revenue in the 
year i960. Consequently, the total of federal, 
state and local debt is estimated at a little un¬ 
der $300 billion in both 1950 and i960. 

Federal interest payments arc estimated at 
approximately $5.5 billion in i960, as in 1950, 
on the assumption that any small debt retire¬ 
ment during the 1950 decade would be offset 
by a rise in the average rate of interest. 

Total interest payments by all government 
units, exclusive of business enterprises, arc 
thus estimated at $6,135,000,000 in i960, com¬ 
pared with an estimated $5,985,000,000 in 1950 
and actual payments of $1,672,000,000 in 1941. 

S. GOVERNMENT BUSINESS ENTERPRISES 

Government business enterprises form a 
category distinct from general government 
and related to it only through contributions to 
and from the general funds. This is true be¬ 
cause such enterprises as local water systems, 
electric utilities, state liquor stores and the 
postal service operate as business organizations 
and arc very largely supported from their own 
earnings. Enterprises become a cost to the tax¬ 
payer only when they incur deficits, or when, 
for other reasons, general funds are used to 
promote them. At times, of course, govern¬ 
ment may pay outright subsidies to such enter¬ 
prises as public housing authorities, which op¬ 
erate for a social purpose. 

Contributions to government enterprises 
and to credit corporations in 1941 amounted 
to S256 million, or slightly over one per cent 
of total government expenditures in that year. 
Federal contributions amounted to Si50 mil¬ 
lion— for the postal deficiency, the Panama 
Canal, the Alaskan Railroad, public housing 
programs and the public utility aspects of ex¬ 
penditure by the PWA, the RFC and the 
REA. State contributions were less than $5 


million in 1941, while local contributions 
amounted to $101 million, illustrated by New 
York City’s payments for her subway system 
deficit and the not infrequent tax support of 
city airports, docks and wharves. Contribu¬ 
tions to government enterprises for all levels of 
government were only $43 million in 1913, but 
rose to $911 million in 1932, largely because of 
the institution of the Reconstruction Finance 
Corporation in that year. (See Tables 154 and 
168.) 

On the other side of the ledger, state liquor 
stores regularly turn in surpluses to general 
funds. These amounted to $68 million in 1941. 
City-owned utilities arc also often profitable, 
with such exceptions as the New York City 
subway with its recurrent deficits. The fact 
that enterprise contributions to general funds 
were as large as $443 million in 1941 was due 
chiefly to the repayment of $287 million of 
“advances” by credit corporations to the fed¬ 
eral treasury. More normal was the total con¬ 
tribution of $121 million by state and local en¬ 
terprises to general funds. 

Aside from the liquor sale systems, which 
arc the outstanding business enterprises of 
state governments, 24 states administered some 
type of business enterprise, of which ports, toll 
bridges and toll roads were the most impor¬ 
tant. Out of $87 million spent by states in 1941 
on this class of enterprise, $38 million was for 
two projects: the Pennsylvania Turnpike and 
the South Carolina Public Service Authority. 

At the local level, perhaps the most spectacu¬ 
lar expansion in public business activity has 
been through the medium of special districts 
and quasi-independent agencies. Examples are 
the Port of New York Authority, the Metro¬ 
politan Water District of Southern California, 
the Triborough Bridge Authority in New 
York City, various electric-power districts and 
local housing authorities. 

In 1943, 73 per cent of all American cities of 
more than 5,000 population owned water sup¬ 
ply or distribution systems, 51 per cent owned 
auditoriums and 14 per cent owned electric 
generation and distribution systems. Only 12 
per cent of these cities owned no public utili- 
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tics of any kind, and all but one city of more 
than 100,000 population owned one or more 
utilities. 41 

Aside from electric power, the most signifi¬ 
cant venture of government into business has 
been through various federal credit corpora¬ 
tions. The RFC, HOLC, USHA, REA, and 
the other primary credit agencies, disbursed 
$3.5 billion in 1941, and a total of $21.8 bil¬ 
lion from the time of their inception to 1941/' 
Included in these amounts arc not only cur¬ 
rent expenditures, but also disbursements rep¬ 
resenting the conversion of assets. Nearly 52 
billion of the 1941 disbursements and $16 bil¬ 
lion of the disbursements for all years were 
for loans to industry and, secondarily, for loans 
to government bodies. Other important pay¬ 
ments were for investments, interest and divi¬ 
dends, and for the purchase and improvement 
of property. Administrative and related costs 
of these credit agencies amounted to $SX mil¬ 
lion in 1941 and $598 million for all years of 
their existence up to 1941. 

Of the total income of the credit corpora¬ 
tions through 1941, only $1.3 billion was ap¬ 
propriated by the federal general fund, and 
only $245 million was loaned by the federal 
treasury. The bulk of receipts was derived 
from the sale of obligations in the market and 
from the repayment of loans. Earnings, in the 
form of interest, dividends and rents, totaled 
$2.4 billion for all years to 194!. These earn¬ 
ings have exceeded the advances from 1 reas- 
ury general funds, which in turn have been re- 
paid substantial sums. 

The postwar activities of credit corporations 
will depend on federal policy. Some of them 
may be eliminated, as the Farm Crop Risk In¬ 
surance Corporation has been. Some agencies, 
which grew out of depression needs, such as 
the RFC, HOLC and FCA, may be continued 

4!. Municipal Year Book. « 94 J. P- \ \ f ‘- . , 

42. Oilier credit agencies arc Central Rank f..r - I 
lives. Commodity Credit Corporation. V’ V .' l v.-.Tt- 
poration. Electric Home and Farm Auihonty. M - 
Import Bank. Federal Deposit Insurance C^riv.iaMon.rj^ 

eral Farm Mortgage Corporation. Federal I« •" 

Bank System. Federal National Mortgage >nJ , 

eral Saving and Loan Insurance CorpocaUon. - 
Defence Corporations, and RFC Mortgage 
Report of the Secretary of the Treasury. « 9 4«. PP* 


on a smaller scale; others like the FHA, 
FPHA and REA may resume large-scale op¬ 
erations now that the war is over. In the field 
of foreign trade and investment, we arc likely 
to sec the formation of new corporations or 
the extension of old ones. 

Perhaps the best indication of enterprise fi¬ 
nance is gained by presenting the results of 
their activities as an operating statement. 
Table 165 shows earnings as operating reve¬ 
nue (exclusive of loans and other receipts) in 
conjunction with operating expense (exclusive 
of all other disbursements). Of the operating 
revenue of $2.9 billion accruing to all enter- 
prises in 1942, the federal revenue of $17 bil¬ 
lion bulked large chiefly because of postal serv¬ 
ice earnings. If postal service earnings arc 
omitted, the operating revenue of state and lo¬ 
cal enterprises, which amounted to nearly 
51,244,000,000, was larger than the federal. I he 
federal share of the $.4.3 billion total govern¬ 
ment enterprise debt amounted to $8.6 billion, 
chiefly because of the sizable federal loans to 
credit corporations. 

An attempt to estimate future expenditures 
of government enterprises must recognize 
that operating revenue at times will not be suf¬ 
ficient to meet operating expense, depreciation 
charges and debt service. Some enterprises 
will incur deficits during the same year that 
other enterprises earn surpluses. Probably 
more important as a reason for contributions 
from general funds to government enterprises 
is the tax aid required to start new projects, 
like credit corporations, airports and river val¬ 
ley developments, or the subsidy of a new 
function like public housing. Perhaps the 
most significant single demand lor general 
contributions in 195° ani * “/ w> ma >' * >c * or 
aid to housing. 4 * 


4 t. Homing i* an implant new t'pc of government 
cnMpme tl.al will |*>tuMv »«!«»« ll .«"*'**' 

nonv in the future. Urge }***« ‘' 

priMt have been ma4e '.rue i9j? «* ,l * 1,1 ^ 

Ilouiing Authority (mikc f»4J »'«c <«*«'al 1 ,,Wu 
' Autliority) through Lum to 1—1 |».l.l,c homing 
to ai.l in ilrvrlni^ng low rent hn..^...« and »lum 
c£,r*ncc nrokcis. Un.hr the tcr.m .4 the contract*. the 
fc.lcral government cx|tr«* to be lolly rc.mbu.ve4 for 

,h T«£Tom the capital hum. «mkr the United State* 
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Table 165 


Selected Finances of Government Business Enterprises, 1942 

{In Millions) 


Type of Government or Enterprise 

Operating 

Revenue 

Operating 

Expense 

Debt 

Service 

Total, all levels 

$2,857 

$2,191 

* 35 ' 

Federal government 

1,694 

*>587 

• 

States 

138 

38 

28 

Cities 

9°5 

507 

256 

Counties 

10 

7 

3 

Townships and New England towns 

>5 

7 

2 

Special districts 

96 

45 

62 

Total, selected state and local enterprises 

1,164 

604 

35 * 

Alcoholic beverage sales systems 

in 

27 

— 

Water-supply systems 

439 

203 

146 

Electric-power systems 

288 

>57 

43 

Housing authorities 

10 

7 

7 

Other 

3*6 

210 

*55 


Source: Bureau of the Census, Cot cm mental Finance 1 in the United States: 1942. 
a. Data not available. 


Contributions from general funds to public 
business enterprises for all levels of govern- 

Homing Act of I9J7, annual subsidies are also paid lo as¬ 
sist tenants of low-rent housing and slum clearance proj¬ 
ects to meet their current expenditures for rent, fuel, utili¬ 
ties, and the like. Such subsidy commitments on existing 
prewar projects amount to S28 million and will be dis¬ 
bursed to tenants annually by the FP 11 A. In fiscal 194a 
these rental subsidies ascragcd S8.88 per dwelling unit per 
month, or less than $107 a year. 

According to estimates in Chapter 8 of this survey, the 
annual need for new dwelling units in the United States 
for the first 15 postwar years will be 1.} 12.000, but only 
1,070,000 units will be privately built a* a result of normal 
demand. This leases 242.000 units to be built and sub¬ 
sidized each year by government if the minimum hous¬ 
ing standards set up by housing authorities arc to be satis¬ 
fied. If public low-rent housing fully bridged this gap be¬ 
tween postwar need and demand for new dwelling units, 
and if rental subsidies averaged S10 a month or Si20 a 
year, then public expenditures would begin to accrue in 
1946 at the annual rate of S29 million. At this rate they 
would amount to S145 million in 1950 ansi to S4t$ mil¬ 
lion in i960. To t lie sc figures should be ashled the S28 
million a sear already committed for prewar subsidies, 
which would bring total public homing expenditures to 
$i 7 t million in 1910 and S.; 6 j million in i960. 

No one knows how iullv or rapidly the need for new 
dwelling units will be met. It is unlikely, however, that 
total capital housing needs will lx* fully nut by i960, even 
on the basis of the minimum Standards prescribed. Assum¬ 
ing that only half the need for subsidized units will be met 
(as contemplated in pending legislation), public subsidies 
on low-rent and slum clearance projects would amount to 
at least Slot million in 1950 and $246 million in i960. 


ment arc estimated within a range of $350-450 
million for 1950, and $650-950 million for 
i960. These estimates include, in addition to 
the older enterprises, housing subsidies, elec¬ 
trification loans and the electric-power phases 
of regional projects, but exclude flood control 
and other general regional functions. Most of 
the estimated increase in government contri¬ 
butions will probably occur at the federal level. 
Federal contributions, which amounted to 
$150 million in 1941, are estimated at $260 
million in 1950 and at $620 million in i960. 
(See Tables 166 and 168.) 

t. MISCELLANEOUS 

Miscellaneous government expenditures, 
which amounted to only a quarter of a billion 
dollars in 1941, include various functions that 
could not readily be classified in the groups 
discussed above. At the federal level, this class 
includes such functions as the Census, Patent 
Olficc and Bureau of Standards. Local gov¬ 
ernments account for the largest share of mis¬ 
cellaneous expenditure, for the operation of 
municipal markets, warehouses and ceme- 
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.cries, and for judgments and losses. Because a. ^pend.tures by comment uweis 
many of these miscellaneous costs will be al- The allocation of responsibility lor hnanc- 
located to other functions in the future, mis- ing and administering public services among 
cellaneous expenditure is estimated at only f eder al, sute and local governments forms a 
* . ni! __ -r, within which future expenditures 


$150 million in 1950 and i960. 

6. Estimated Total Expenditures in 
I 95O AND i960 

Total general-government expenditures for 


LCUUdl) —--o 

framework within which future expenditures 
must be estimated. This allocation of functions 
varies with the growth of fiscal aid and the 
transfer of functions from one government 
level to another. Expenditures by level of gov¬ 
ernment in 194* ^d estimates for 1950 and 

— • • rev rt . ..aUaKU 


Total general-government expenuuu.c. ™ ernmcnt in , 94 , and estimates tor 1950 ana 
,950 are estimated within a range of $29.6 bi - as shown in Table 168, reflect probable 

lion to $37 .1 billion, and for i960 from 535 ' - funct j ona l allocations, 
lion to $41.3 billion. A large part of the m- Es[im3led expenditures in .95° by each 
crease over the 1941 total of $23.1 billion will ^ Qwn sources (u , before intergovern- 
bc due to much larger public-to-private trans- transfers) are estimated at $21 billion 

fers. These payments amounted to S^bdUon ^ govcrnment , a t $6.8 billion for 

in 1941. They are estimated at $5.9 billion to ^ nmcins an d at $5.7 billion for loca 
S9.9 billion in 1950. and at S 7 > bilhon to |K-I nmcnls . Thc expenditure of each level 

billion in i960, chiefly because of large in- 6^ ^ funclions (i. e ., after intergovern- 

creases in payments for social >" sura ““ ment nl transfers) becomes S19 5 b'»'on for the 

veterans' care. Exclusive of these tranter nmen|> 5-., bil | io n for state and 

items, net government expenditures or g billion for local governments. Clearly, the 

and services are estimated within a range of imcrg overnmcntal transfers is from 

$23.7 to $27.3 billion in .950.2nd from 5,5.8 o ^ (q ^ .., ower - levels of govern- 

$29.2 billion in i960, compared with S20.O bit- The (edcr al a nd state governments col- 

lion in 1941. (See Table 166.) lcc , mo[e , han th ey spend on their own opera- 

The per capita cos. of American gene ^ whl , e (hc loC al governments spend more 

government rose from more than 520 m 1913 |han . foHcc , from local sources of revenue, 
to about $ 99 - 5 <> in .932 and <° 5 ' 74->5 W- ' similar di(Icfcnccs nla rk the .960 estimates. 
(See Table 153.) In 195°. pe f ca l’ ,la C ° 5 ' . Totl l f edc r.,l expenditure in that year before 

expected to range from $205 to $257. a " d in |tanj(crJ , s cslim atcd at $22.6 billion. 1 his is 
i960 from $212 to $266. reduced after transfers to less than S21 billion. 

Total general-government expenditure ^ cosls ,, cfoIC lr ansfc.s will he Sj-h bilhon; 

over 7 per cent of the national income in 93 by af|ef , hc [ccci p, «f federal aid and pay- 
and 26 per cent in the depression year 1932. ^ ^ aid |Q loC3 li,ies. state costs for 

The much larger dollar ““! ay lhc i r own functions decline to $6.8 billion, 

amounted to about 27 |>cr cent o |: rom t h c j r oW n revenue sources. U.il go\- 

incomc. Averages of thc range of cxpcnd.tu wiU s<,.s billion; but their ex- 

estimated here for 1950 and i960 repre c dilurc8 f or their own functions, after re- 

somewhat larger proportion of the ‘ ‘ civinR fisca l aid, rise to $ 9 o billion, 

come in those years. Anticipated cx|Knhtu ^ t of f isca | aid. there will be a 

in 1950 would be f3 i -5 small increase in the federal proportion of 

tional income of $106 bilhon, ^? . . . 1 public expenditures in 195 ° and i960, 

penditure would be 30.4 per cent o na * romnared with 1041, and a similar small rise 

income of 5,22 billion. Table .67 reveals «m, ~Xltc pr^i-n. AUhough these in- 

lar changes in the relationship between r b w .„ J J , hc expense of local govern- 

lic expenditure and gross national ( the pro|X)r ,i„„ of local expenditures will 

the years 1941, 195 0 and l, /°- 
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Table 166 

Functional Distribution of General-Government Expenditures in 1941 

Compared With Estimates for 1950 and 1960* 

{In Millions ) 

Function 

1941 

1950 

Minimum Maximum 

i960 

Minimum Maximum 

Total Expenditures 

$ 2 3 »* 3 0 

{At 1940 Prices ) 

$29,625 $ 37 » 2 3 2 $ 3 2 »953 $ 4 X * 3°6 

General control 

1,205 

1,400 

1,500 

War and protection 

7*433 

6,765 9,265 

7,040 9,640 

Military forces 

6,146 

4,000 6,000 

4,000 6,000 

Veterans' care 

559 

*, 93 ° 2 > 43 ° 

2,130 2 * 73 o 

Police 

411 

460 

490 

Fire 

*97 

230 

250 

Inspection and regulation 

120 

*45 

170 

Transportation 

1,961 

2,350 2 * 95 ° 

3,400 3,900 

Highways 

1,617 

1,650 2,150 

2 , 55 ° 2*950 

Airways and airports'* 

60 

350 450 

450 550 

Waterways and other 

284 

350 

400 

Natural resources 

M 4 * 

1,300 1,700 

1,500 1,900° 

Agriculture 

*.*74 

1,102 

1,*30 

Forestry, floods and other 

267 

398 

570 

Health and sanitation 

4*5 

58 o 

685 

Health 

165 

250 

3 2 5 

Sanitation 

250 

330 

360 

Welfare, hospitals and correction 

3*^35 

2.890 

2 ,855 

Welfare 

3 » ox 5 ' 

2,000 

1,800 

Hospitals 

458 

710 

865 

Correction 

162 

180 

190 

Social insurance 

x » 9 , 5 

4,010 7,730 

4.5*0 8,730 

Schools 

2,419 

3 . 100 3 * 3 °° 

3,700 3,900 

Libraries 

54 

62 72 

70 93 

Recreation 

203 

223 300 

240 35 ° 

Public employee pensions 

265 

460 

5*8 

Interest 

1,672 

5,985 

6, *35 

Contributions to government enterprises and 
credit corporations 256 

350 450 

650 950 

Miscellaneous 

256 

150 

*50 

EXHIBIT OF PURLIC-TO-PR1VATE TRANSFER ITEMS 

(contained in the above amounts) 

Total transfers $2,518 S 5.934 $ 9.934 

$ 7,142 $12,142 

Veterans' care 

449 

1,625 2,125 

*,753 2,353 

Public assistance 

1,200 

1,300 

1,200 

Social insurance 4 

629 

2,600 6,100 

3,700 8,100 

Public employee retirement*’ 

240 

4°9 

489 
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Table j 66 (continued) 


19 JO 


I‘/jO 


Function 


1941 


Mini 


mum Maximum Minimum Maximum 


(At 1940 Pricetf 


Net expenditures for goods and services, ex¬ 
clusive of transfers 


$20,612 $23,691 $27,298 $25.811 S:? 9> ,6 4 


a. Expenditures alter intergovernmental wanders. To 
avoid double counting of the same funds. P*V«" cn } s J® 
other public units are excluded, while P*> ™" ' f '£" 
funds received from other public unit*ire £ 

“tin'ouX’.! 


mates show all public expenditures for air uanspon .n this 

C,1 c' The range given in the text is from $1.5 billion to 
Si 7 billion U is not unlikely, however, that higher sub- 
f^s might ^ needed. This figure takes in.o account this 

^ d' b Bcnefits only, as distinct from previous total, which 
includeV'adminisuative expenses and contribution* to 
reserve funds. 

e. Benefits and refunds. 


show only a small decrease from 28.6 per cent 
in 1941 to 25.4 per cent in i960. When war- 
connected costs (payments for armed forces, 
veterans and interest on war debt) arc ex¬ 
cluded from the federal total, state and local 
Rovernments will continue in postwar years to 
account for nearly two thirds of total govern¬ 
ment expenditures. (See Table 169.) 

The large future growth in the total amount 
of fiscal aid and other intergovernmental 
transfers is a logical continuance of past trends. 
These payments will be largely for schools, 
transportation, health and welfare and pos¬ 
sibly for aid to airports, hospitals and for other 
social services. 44 

Expenditures for welfare may be expected to 
decline from prewar levels, but social insur¬ 
ance should assume a major role. In this esti¬ 
mate the cost of unemployment, old-age and 
other insurance is allocated to the federal and 
state governments on the assumption that the 
responsibility for these functions will be di¬ 
vided in the same proportions as in the pa*. 
Table 168 gives estimates of 195° an ‘‘ * 9 °° 

44. The* evtimatev are actually lower than .he tot-l J»f 
direct and indirect aid for a number'd years 
recent war when die indirect aid of the '' ‘ , f 

CCC (which was a federal expenditure not J , 

cal aid) olten exceeded the direct fecal aid. If «»** n £‘ " , 
income reaches high levels in .950 and « 9 '*o. -nduev 
of this emergency type may be held to a minimum, it 
eliminated. 


expenditures of the federal, state and local gov¬ 
ernments by functions. 

Costs of past wars and of current national 
defense will account for about three fifths of 
the anticipated federal expenditure of S «9 5 bl1 ' 
Uon in 1950 and of Sat billion in .960. In .950. 
national defense and veterans' care are est.- 
mated at nearly S 7 -a billion and total federal 
interest costs at $5 5 billion, of which $47 bil¬ 
lion will be interest on that part of the debt at- 
tributed to war. 

Aside from interest and national defense, so¬ 
cial insurance will be the most costly federal 
function; estimated 1950 costs of S3.5 Million 
will be nearly four times as large as in 1941- 
There will be a moderate increase in expendi¬ 
ture* for natural resources including agricul¬ 
ture, despite an expected decline in farm sub¬ 
sidies. Federal payments for transportation 
will probably rise, primarily because ot air 
transport and waterways development. 
Greater federal assistance to promote health 
and education is also likely in the future, al- 
though welfare expenditures can be expected 

to decline. . 

Slate governments in the 195 ° Jccjde may 
he expected to receive larger amounts of fed¬ 
eral fiscal aid and also to transfer larger sums 
to local governments. After intergovernmen¬ 
tal transfers, slate costs for their own functions 
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Table 167 

Relation of General-Government Expenditures to Gross National Product and 
National Income in Selected Years, 1913-1960* 

(/950 and i960 Dollar Estimates at 1940 Prices) 


Government Expenditures 


Year 

National Income 

Gross 

National Product 

Amount 

Percentage of 
National Income 

Percentage of Gross 
National Product 

I 9'3 

$ 33-9 

(In Billions ) 

$ 39-3 

* 2-5 

7-4 

6-4 

* 93 2 

47-3 

63.8 

12.4 

26.2 

19.4 

194 1 

84.5 

106.0 

23. 1 

* 7-3 

21.8 

195 ° 

106.0 

134.0 

33-4 

3*-5 

24.9 

i960 

122.0 

153.0 

37 - 1 

30.4 

24a 


a. Income and grow national product figures for 1913, income and product figures are in terms of dollars ad- 
1932 and 1941 are for fiscal years, not calendar years as are justed to 1940 buying power, 
the figures in Appendix 4, Table A. The 1950 and i960 


arc estimated as rising from $3.6 billion in 
1941 to $5.9 billion in 1950 and to $6.8 billion 
in i960. By far the largest increase in state ex¬ 
penditures will be for unemployment compen¬ 
sation, and perhaps for other forms of social 
insurance. State costs for transportation and 
higher education will also rise substantially, 
while other social services will expand as popu¬ 
lation grows and standards improve. 

Local governments, lacking the indirect as¬ 
sistance of federal work relief, which was 
available during the 1930’$, may meet their in¬ 
creased costs both from their own funds and 
from larger amounts of direct fiscal aid. After 
the completion of intergovernmental trans¬ 
fers, local government expenditures for their 
own functions may increase from $6.6 billion 
in 1941 to S8 billion in 1950, and to $9.5 bil¬ 
lion in i960. Local expenditures for health, 
hospitals, public employee retirement, police, 
fire protection, sanitation, recreation and li¬ 
braries may be expected to expand in response 
to public demand for more and better social 
services. The most costly local functions in 
1950 will be schools, welfare and transporta¬ 
tion. By i960, however, local and state welfare 
cost increases should be slowed down because 
of improved provisions for social insurance. 


b. future expenditures by major classes 

General-government expenditures can be 
considered in terms of four major classes: (1) 
interest payments, (2) capital outlays, (3) 
public-to-privatc cash transfers, and (4) other 
current operations and maintenance. Com¬ 
parison of these four classes of expenditures in 
1941 with minimum and maximum estimates 
for 1950 and i960 shows marked changes in 
their relative importance. (Sec Table 170.) 

One of the most important single shifts will 
be the sharp rise in total interest costs. These 
arc expected to rise from $1.7 billion, out of 
the $23 billion total in 1941, to $6 billion, or 
roughly one fifth of total estimated expendi¬ 
ture, in 1950. Public-to-privatc transfers, chiefly 
because of much larger payments for old-age 
and unemployment insurance and veterans’ 
care, will rise to about one fifth of total ex¬ 
penditure in 1950, in contrast to less than 11 
per cent in 1941. 

Aside from public-to-private transfers and 
interest payments, government expenditures 
arc not expected to increase significantly over 
prewar levels. Increases in education and some 
other functions arc likely to be offset by a de¬ 
cline in capital outlay and in military and 
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welfare costs. Exclusive of payments for land 
and for military purposes, capital outlays of 
between $3 billion and $3.4 billion in 1950 and 
between $3.8 billion and $4.4 billion in i960 
will constitute a much smaller proportion of 
total expenditures than in 1941. 

Current operations are also expected to ac¬ 
count for a declining share of government 
costs. Within this class, the expected rise in 
employee payrolls will be partly offset by de¬ 
creases in war supplies and in public assist¬ 
ance. From $14.9 billion in 1941, current op¬ 
eration costs are estimated within a range 
of $14.7 billion to $17.9 billion in 1950, and of 
$16 billion to $18.7 billion in i960. Instead of 
accounting for nearly two thirds of total ex¬ 
penditure, as in 1941, estimated outlays for cur¬ 
rent operations will be less than half of all 
general-government costs in 1950 and in i960. 
(See Table 170.) 

Any one of a number of factors could ap¬ 
preciably affect the expenditures anticipated in 
1950 and in i960. For example, higher national 
incomes than assumed in this survey would 
augment revenue and make available a federal 
surplus that could be used for debt retirement. 
Unsettled world affairs could add substan¬ 
tially to military expenditures; and, con¬ 
versely, universal agreement to limit arma¬ 
ments would relieve national defense costs. 
Congress might decline to expand the social 
insurance program along recommended lines, 
thereby reducing both payroll taxes and social 
insurance expenditures. Although this survey 
is based on assumptions that exclude these 
possibilities, the estimates of expenditures pre¬ 
sented above provide a pattern that can readily 
be adjusted to unexpected developments. 

7. Needs vs. Probable Government 
Expenditures 

Foregoing sections of this chapter have pre¬ 
sented estimates of probable expenditures for 
various government functions under condi¬ 
tions of high-level income and employment in 
1950 and i960. These estimates arc therefore 
analogous to the estimates of demand for var¬ 


ious classes of consumption goods and serv¬ 
ices and of capital goods presented in earlier 
chapters of this report. Probable outlays for 
certain important types of government service 
— education, medical care and transportation, 
for example — will not be adequate to provide 
what authorities regard as a reasonable mini¬ 
mum standard of service. In other words, es¬ 
timated “needs” for certain government serv¬ 
ices will exceed the probable demand for 
them. This section brings together and com¬ 
pares the foregoing estimates of probable gov¬ 
ernment outlays (i.e., “demand" for govern¬ 
ment services) in 1950 and i960 with outlays 
considered adequate to carry out the needed 
public functions (i.e., “needs” for government 
services) outlined in other chapters of the sur¬ 
vey. Government "needs," as shown in Tables 
171 and 172, are therefore based on the cost 
of proposed public programs discussed in de¬ 
tail in Chapters 10-13 and 16-19, supple¬ 
mented by estimates of the cost of expanding 
certain other government functions, if these 
and other desirable or needed programs are in 
operation in 1950 and i960. These tables show 
both probable expenditures and estimated 
needs for capital goods and current operation 
and explain the sources of the data. 

The over-all cost of adequate facilities and 
services of general government is estimated as 
$40.2 billion in 1950 and $42.3 billion in u>6o 
as compared with probable expenditures for 
those years of $33.4 billion and $57.1 billion. 
In other words, according to these estimates, 
the "demand" for government services in 1950 
will fall short of meeting “needs" by $6.8 bil¬ 
lion, and in i960 by $5.2 billion. To satisfy esti¬ 
mated needs would thus require an increase of 
20 per cent over probable public outlays in 
1930, but of only 14 per cent in i960. 

Nearly one third of the disparity between 
needs and demand in 1050 —$2.2 billion out 
of $6.8 billion —consists of public-to-privatc 
transfers (chiefly for social insurance) and 
about $4.6 billion of government expenditures 
for goods and services. Of the latter sum. $2.4 
billion represents capital outlays, and $2.2 bil- 



Table 168 

General-Government Expenditures by Level of Government and by Function in 1941 Compared With Estimates for 1950 and 1960“ 
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Table 169 

Distribution op Expenditures por Own Functions by Level of Government in 1941 
Compared With Estimates for 1950 and i960 
(/950 and i960 Dollar Figures at 1940 Prices) 


Amount Percentage Distribution 


Year 

Total 

Federal 

State 

Local 

Total 

Federal 

State 

Local 



(In BiU$ 

ons) 









TOTAL EXPENDITURES 




* 94 x 

$23.1 

$12.9 

$ 3-6 

$6.6 

100.0 

55-8 

15.6 

28.6 

195° 

• 334 

19.5 

5-9 

8.0 

100.0 

584 

17.7 

23.9 

i960 

37 * 

20.9 

6.8 

9-4 

100.0 

56.3 

18.3 

25-4 



EXPENDITURES EXCLUSIVE OP WAR COSTS* 



1941 

16.0 

5-9 

3-5 

6.6 

100.0 

3 6 -9 

21.9 

41.2 

195° 

21.4 

7.6 

5-8 

8.0 

100.0 

35-5 

27.I 

37-4 

i960 

24.8 

8.6 

6.8 

9-4 

100.0 

34-7 

27.4 

37-9 

Source: Table 168. 


a. Exclude* payments for armed force*, for veteran* and for interest on war debt of $16 billion in 1941 and $240 bil¬ 
lion in 1950 and i960. 


lion expenditures for current operations. In 
i960, about $2.4 of the S5.2 billion "deficiency” 
consists of publie-to-private transfers and $2.8 
billion of goods and services, nearly equally 
divided between capital goods and current op¬ 
erations. 

Among the items showing the largest dis¬ 
parities between needs and demand in both 
1950 and i960 are social insurance, education 
and transportation (chiefly highways). In¬ 
creases to provide for educational and social 
insurance needs account for almost half of the 
$6.8 billion disparity between probable and 
adequate public expenditures in 1950 and for 
more than half of the deficiency of $5.2 bil¬ 
lion in i960. 

Government expenditures for needed cdu- 
cational facilities and services arc estimated at 
$4.6 billion in 1950 and S4.9 billion in 1960.'"'' 
These totals include $4.4 billion in 1950 and 
nearly $4.7 billion in i960 for public school 
and higher education needs. Virtually all of 

-IS. A* previously explained, thc*e amounls are $200 
million !<-'> than the estimate* of need shown in Chapter 
i*. l>.v.iu«e deb: service and teachers’ pensions arc in¬ 
cluded in other categories in the present chapter. 


the remainder would be for adequate public 
library service. 

The estimates for a fully adequate social in¬ 
surance program —$7.7 billion in 1950 and 
$8.7 billion in i960 —are based on the pro¬ 
visions of the proposed Wagner-Murray- 
Dingcll bill now before Congress and are 
shown in detail in Table 163. 

Construction of expanded transportation fa¬ 
cilities accounts for almost $1.1 billion of the 
difference between probable and needed ex¬ 
penditures by government in 1950. The bulk 
of the deficiency shown in Table 171 would 
be spent for state and rural highway construc¬ 
tion, with additional outlays for proposed air¬ 
port and waterway facilities. By i960, al¬ 
though the same new construction costs of 
$2.1 billion for highways would be continued, 
maintenance needs would be considerably 
lower because the large road-building pro¬ 
gram would have reduced the amounts re¬ 
quired for current upkeep of highways. The 
over-all range between probable and needed 
outlays for transportation is therefore esti¬ 
mated at $2.7 billion to $3.7 billion in 1950 
and at $3.7 billion to $4 billion in i960. This 



GOVERNMENT EXPENDITURES 


Table 170 

Summary op General-Government Expenditures by Major Classes in 1941 
Compared With Estimates for 1950 and i960 


(/950 and i960 Dollar Figures at 1940 Prices) 


Class •94 i 


Total * * 2 3 -» 

Interest *7 
Capital outlays* 4 ° 
Public-to-private transfers 2.5 
Payrolls and other operations x 4 9 


Total 1000 

Interest 7-4 

Capital outlays* > 7-3 

Public-to-private transfers 
Payrolls and other operations 64.5 


i960 


Minimum 

Maximum 

r % t - 

Minimum 

Maximum 


(In Billions ) 



$29.6 

$ 37-2 

$33.0 

$ 41-3 

6.0 

6.0 

6.1 

6.1 

3 ° 

3-4 

3-8 

4-4 

5-9 

147 

9-9 

x 7*9 

7 - x 

16.0 

12.1 
18.7 


(Per Cent of Total ) 



100.0 

100.0 

100.0 

100.0 

20.3 

IO.I 

16.I 

9 - 2 

18.5 

11.5 

.4.8 

10.6 

10.9 

26.6 

21.5 

29-3 

497 

48.I 

48.5 

45-3 


Source Based on Table 166. 

a. Exclusive of land and milicary outlays. 



represents a deficiency in probable expendi¬ 
tures of only $355 million in i960 as compared 
with over $1 billion in 1950. (See Chapter 10.) 

Welfare and correction needs are estimated 
to be nearly $800 million higher than probable 
expenditures in 1950. This increase over the 
$2.2 billion probable cost of these functions in 
that year is partly accounted for by needed im¬ 
provements in institutional care services and 
aid to blind and dependent children. As 
pointed out elsewhere in this chapter, the need 
for old-age assistance may also be expected to 
increase with the growing proportion of older 
age groups in the population, but the rate of 
increase should slow down by i960, because of 
the expected expansion of the old-agc-insur- 
ancc program. For general and work relief, 
however, no large public outlays will be 
needed under the high levels of employment 
assumed in this survey for 1950 and i</>o. 
With these considerations in mind, total wel¬ 
fare needs, including the costs of penal insti¬ 
tutions and outside supervision of prisoners, 


arc estimated at nearly $3 billion in 1950, with 
a considerable decrease to $2.4 billion by i960. 
The corresponding amounts for probable pub¬ 
lic expenditures for the same years arc $2.2 
billion and $2 billion, showing that probable 
expenditures will come closer to meeting 
needs for these functions in i960. 

Adequate contributions for medical care 
and sanitation arc estimated at about $1.7 bil¬ 
lion for 1950 and i960, indicating deficiencies 
in probable expenditures of $360 million and 
$140 million, respectively. These estimates as¬ 
sume (1) adequate public health, maternal 
and child health programs, provision for men¬ 
tal care and tuberculosis institutions and a 
program of public hospital and health center 
construction, discussed in Chapter 11; and (2) 
needed expansion in sewage disposal services 
and water pollution control as explained in 
Chapters 16 and 19. These estimates do not 
include expenditures for veterans' care, which 
arc estimated at $2.2 billion in 1950 2nd $2.4 
billion in i960. The program for veterans' 
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Table 171 

Estimated Probable Expenditures and Expenditures to Meet Needs 
for General Government, 1950 


(In Millions at 1940 Prices) 


Function 

Probable 

Total 

Heeds Deficiency 

Construction and 
Capital Equipment* 

Probable Needs 

Current Operation 

'Probable Needs 

Total Expenditures 

S 33.429 

$40,211 

$6,782 

$ 3,233 

$5,582 

$30,196 

$34,629 

General control 

M°° 

*,575 

*75 

*45 

*75 

*,255 

Moo 

War and protection 

8,015 

8,230 

2*5 

45 

45 

7,970 

• 8,185 

Military forces 

5,000 

5,000 

— 

— 

— 

5,000 

5,000 

_ O _ 

Veterans’ care 

2,180 

2,l8o 

— 

— 

— 

2,180 

2,100 

Police, fire, inspection, etc. 

835 

1,050 

2*5 

45 

45 

790 

*,005 

Transportation 

2,650 

3.740 

1,090 

*,290 

2,455 

1,360 

*,285 

Highways 

1,900 

2,765 

865 

950 

2,065 

950 

_ £ _ 

700 ° 

Airways and airports 

400 

490 

90 

240 

240 

160 

250 

Waterways and other 

350 

485 

*35 

100 

*50 

25O 

335 

n a 

Natural resources 

1,500 

2,085 

585 

595 

1,280 

905 

805® 

Medical carc d and sanitation 

1,290 

1,650 

360 

360 

680 

930 

970 

Welfare and correction 

2,180 

2,975 

795 

45 

45 

2 ,*35 

2,930 

Social insurance 

5.870 

7,730 

1,860 

— 

— 

5.870 

7 , 73 ° 

Education 

3.267 

4.596 

*,329 

693 

807 

2 , 574 * 

3 , 789 * 

Recreation 

262 

385 

*23 

50 

85 

212 

300 

Interest 

5.985 

5.985 

— 

— 

— 

5.985 

5,985 

Miscellaneous' 

1,010 

1,260 

250 

10 

10 

1,000 

*,250 

Summary 








Total Expenditures 

$33,429 

$40,211 

$6,782 





Publie-to-private cash transfers 

7.934 

10,135 

2,201 





Veterans’ care 

*.875 

*.875 

— 





Public assistance 

1,300 

1,700 

400 





Social insurance 

4.350 

6,100 

*,750 





Public employee pensions 

409 

460 

5 * 





Expenditures for goods and sen 








M • 

n 

0 

25.495 

30,076 

4 . 58 * 





Construction and capital 








equipment® 

3.233 

5,582 

2,349 





Current operations (cxc. 








transfers) 

22.262 

24-194 

2,232 






Sources: Chapters 10-13, 16-19. and present chapter. 

a. Construction and capital equipment estimates arc 
based on Table 136 (converted to 1940 prices), with edu¬ 
cation and medical care increased by the amounts indicated 
in footnotes c and e of Table 135 to include equipment. 
These estimates arc for public expenditures for all civilian 
construction and capital equipment except that portion of 
productive facilities equipment shown in Table 136 which 
is unallocable. Also excluded here are construction ex¬ 
penditures by government enterprises — for public hous¬ 
ing and urban redevelopment, water supply and other 
public service enterprises. These estimates arc therefore 
considerably lower than public outlays for capital goods in 
Table 136, which, when converted to 1940 prices, show 
probable anil needed outlays of $4-3 and S~.z billion, re¬ 


spectively. in 1950 and $ 5-4 and $ 7-3 billion in 1960. 

b. Highway maintenance needs are less than demand 
because a large construction program would partly substi¬ 
tute for maintenance. 

c. Large capital conservation and development pro¬ 

grams arc apt to be combined with a low volume of farm 
subsidies. _ t 

d. Current operation based on Table 96 minus veterans’ 
care and relief to avoid double counting. 

c. Ba^cd on Table 117 minus interest and teachers' pen¬ 
sions of Saoo million to avoid double counting. 

f. Includes public employee pensions, contributions to 
government enterprises, losses and judgments, such func¬ 
tions as Census. Patent OlTicc. Bureau of Standards, and 
operation of markets, warehouses, cemeteries. 
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Table 172 

Estimated Probable Expenditures and Expenditures to Meet 
for General Government, 1960 

{In Millions at 1940 Prices) 


Needs 


Total 


Construction and 
Capital Equipment * 


Current Operation 


Function 


Probable 


Needs Deficiency 'probable Seeds Probable Needs 


Total Expenditures 
General control 

War and protection 
Military forces 
Veterans’ care 
Police, fire, inspection, etc. 

Transportation 
Highways 

Airways and airports 
Waterways and other 

Natural resources 
Medical carc d and sanitation 
Welfare and correction 
Social insurance 
Education 
Recreation 
Interest 
Miscellaneous' 

Summary 

Total Expenditures 

Public-to-privatc cash transfers 
Veterans’ care 
Public assistance 
Social insurance 
Public employee pensions 

Expenditures for goods and serv¬ 
ices 

Construction and capital 
equipment* 

Current operations (cxc. 
transfers) 


$37,130 $42,296 $ 5>*66 54,133 55,622 


1,500 

1,725 

225 

200 

225 

1,300 

8.340 

8,560 

220 

45 

45 

8,295 

c.ooo 

5,000 

2,430 

910 

5.000 

2.43° 

1,130 

220 

45 

45 

j, v 

2,43° 

865 

3.650 

2,750 

500 

400 

4.005 

2,9*5 

540 

550 

3 « 

165 

40 

150 

1,640 

1,300 

240 

100 

2,455 

2,065 

240 

150 

2,010 

*.450 

260 

300 

1,700 

1,895 

*95 

885 

1,280 

815 

x »55° 

1,690 

140 

420 

670 

*.*3° 

1,990 

2.435 

445 

45 

45 

*.945 

6,620 

8,73° 

2,110 

— 


6,020 

3.882 

4.906 

1,024 

838 

807 

3.044* 

295 

4*5 

120 

5° 

85 

245 

6,135 

6,135 

— 

— 

— 

6,135 

• ..Q 

*,468 

1,800 

332 

10 

to 

*.45 8 

$37»*3° 

$42,296 

$5,*66 




9,642 

12,003 

2,36* 




2,053 

2,053 

“““ 




1,200 

1.300 

100 




5,900 

8,100 

2,200 




489 

550 

01 




27,488 

30.293 

2,805 




4-*33 

5,622 

1,489 




23.355 

24,671 

1,3*6 





Sources: See sources and footnotes in Table I 7 «- 


$32,997 536.674 

1,500 

8 . 5*5 
5,000 
2,43° 
1,085 

*.55° 
850* 
300 
400 

615* 

1,020 
2,390 
8,73° 
4.099* 
330 
6,135 
1,790 


rc- 

to 


care, as outlined in the present chapter, should h ^7,fcUidc government aid 

provide adequately for pensions, veterans m- sources,^ ^ conscrvalion , Iec . 

surance and hospitalization, as well as | f ma , ion an d flood control, are estimated at 

tional training. 
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$1.5 billion in 1950 and $17 billion in i960. 
In a previous discussion of these functions in 
this chapter, it was pointed out that the need 
for larger crop-control subsidies and addi¬ 
tional outlays for land and public works con¬ 
servation programs might increase these 
amounts to $2 billion or more. Large capital 
outlays for conservation and development pro¬ 
grams, however, are apt to be combined with a 
low volume of farm subsidies. Adequate total 
expenditures have therefore been estimated at 
nearly $2.1 billion in 1950 and at less than 
$1.9 billion in i960 because of lower subsidy 
needs. 

Achievement of improved standards for 
public recreational facilities would increase 
probable expenditures for this function by 
S120 million in both 1950 and i960. The con¬ 
struction of additional parks and the annual 
expenditure of S3 per capita for municipal rec¬ 
reation service recommended by the National 
Recreation Association would entail public 
construction and operating outlays of $385 
million in 1950 and $415 million in i960. (Sec 
Chapter 12.) 

The cost of administrative and general con¬ 
trol functions and protective services would 
reflect the growth in other government func¬ 


tions to meet needs. Adequate provision for 
general control may amount to nearly $1.6 
billion in 1950 and $1.7 billion in i960, com¬ 
pared with probable oudays of $1.4 billion and 
$1.5 billion for those years. The cost of pro¬ 
viding needed police, fire, inspection and 
regulation protection is estimated as about 
$220 million higher in both years than the 
amounts that will probably be spent for these 
services — $835 million in 1950 and $910 mil¬ 
lion in i960. 

Military and interest needs are considered to 
be fully covered in the estimates of probable 
expenditures of $5 billion for military and 
naval forces and of about $6 billion for inter¬ 
est payments for each year already discussed 
in this chapter. 

Additional costs of government included in 
the ‘‘miscellaneous’’ category show deficien¬ 
cies of $250 million in 1950 and $330 million 
in i960 in probable outlays if estimated needs 
arc to be met for public employee pensions, 
contributions to government enterprises and 
for federal functions such as the Census and 
the Patent Office, as well as local operation of 
municipal markets, warehouses and other 
public facilities. 



CHAPTER 21 


FOREIGN TRADE AND INVESTMENT 


Every great war has brought changes in the 
international position of the United States. 
The Civil War marked the end of the period 
during which we imported more than we ex¬ 
ported and borrowed abroad to pay for the 
difference. The end of the Spanish-Amcrican 
War marked the beginning of the period dur¬ 
ing which we began to invest abroad. World 
War I brought a profound change that shifted 
us from a debtor position to that of one of the 
world’s most important creditor nations. 
World War II has again brought new eco¬ 
nomic relationships with foreign nations. 

The war strengthened the international 
bonds of the American economy. Our govern¬ 
ment agents searched into the far corners of 
the world for strategic raw materials, and as a 
consequence new and distant lands were 
drawn closer to the American economy. An 
unprecedented volume of American machine- 
made products — ships, planes, tools, mu¬ 
nitions, processed foods — were funnclcd 
through lend-lease to many United Nations 
batdcficlds and to foreign ports and factory 
centers. American soldiers and sailors gained 
foreign experience that has made them more 
aware of economic opportunities outside the 
United States. The growth of American avia¬ 
tion is bound to stimulate travel abroad and a 
wider international outlook. 

Developments abroad will also promote a 
greater participation of the United States in 
world economic life. An era of peace should 
bring large expansion of world trade and de- 


By J. Fkederic Dewiiurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey. Lewis L. Lorwin and Tiiiodorf. 
A. Sumberg served as consultants in the prepara¬ 
tion of this chapter, but they arc not res|>onMblc 
for the opinions and estimates therein. 


vclopmcntal activities that will demand capi¬ 
tal supplies from the United States and other 
advanced industrial countries. The war 
brought home to most countries their ines¬ 
capable international ties and, it is hoped, has 
convinced them of the futility of attempting to 
find economic salvation independently. Some 
of the "younger" countries like Canada, Aus¬ 
tralia and Brazil have become more highly in¬ 
dustrialized and will seek a more ambitious 
place in world trade and investment. The 
world as a whole —with the possible excep¬ 
tion of some self-sufficient areas — will tend to 
become more closely knit, and the United 
States a more important factor in the world 
economy. 

Such a changed position will call for new 
adjustments in our foreign economic policy. 
We realize now that we failed to adjust our¬ 
selves satisfactorily to our changed position 
after World War I. For a decade after 1919 the 
United States made large loans abroad and be¬ 
came increasingly a creditor country. But we 
failed to accept our creditor status, by raising 
new barriers against imports of goods and 
services with which other nations could scrv- 
ice their debts. Whether we shall act more 
wisely in the years ahead remains to he seen. 
In any ease, it is important to try to foresee the 
changed international position of the United 
States in the light of past trends and future 
prospects. 

What is the likely range of possibilities 
and opportunities that will he <*|*en abroad for 
American participation in the 1950 decade un¬ 
der this survey's basic assumptions of a high 
domestic level of employment and produc¬ 
in'— assuming reasonable freedom in world 

«. See Chapter 4. see** $. tma (f 
assumptions as «o popul.’M n. n .-onal income. consume 
expenditures. etc., on svl.kl. .!« o..m,.os for o, 5 o and 
19G0 are based. 
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channels of trade and investment during the 
years ahead? This assumption implies: (i) 
that the world will be free from the immediate 
threat of another world war, or from the kind 
of economic warfare that prevailed during the 
1930V, (2) that rehabilitation efforts abroad 
will restore productive capacity and a high 
level of foreign trade by the end of the present 
decade; (3) that inflation will be checked and 
a stable international monetary order estab¬ 
lished; (4) that the flow of international in¬ 
vestment will be facilitated; and (5) that sat¬ 
isfactory arrangements will exist to permit 
free access to the basic raw materials of indus¬ 
try. Needless to say, these arc large assump¬ 
tions. Unfavorable political developments in 
the next few years may prove them to have 
been far too optimistic. 

1. Importance op American Foreicn 
Transactions 

Although the foreign trade of the United 
States has decisively influenced the economics 
of other nations —especially in the interwar 
period — it has not been quantitatively im¬ 
portant to us. Even during the heyday of our 
prewar foreign trade in the last half of the 
1920's, our “exports of goods and services” av¬ 
eraged only S6.7 billion per year: little more 
than 7 per cent of our average gross national 
product for those years. Our total “imports of 
goods and services' * during this same period 
amounted to nearly $6 billion annually — only 
about 6.5 per cent as large as our gross national 

2. The term* "export* of goods and services” and "im¬ 
ports of goods and services” are used somewhat loosely to 
include both the visible and invisible items in our current 
transactions with other countries. In this sense our foreign 
trade is considered as including the total of our current re¬ 
ceipts and pas mi nts and not mcrclv merchandise transac¬ 
tions alone. Merchandise exports averaged S5 billion per 
year during 1925-1929. but we a!v> received from foreign 
countries in payment for shipping and freight services, 
travel c\|x-ndiuir*x of foreigners in the United States, in¬ 
terest and din.lends on American foreign investments and 
other invisible items, an average of Si.7 billion per vear. 
This t"j.il .4 biUion constituted our total "cx;\>rts of 
goods and vi'i.c'.” or our receipts on current account 
(i.r.. rVvIudm capital and monetary metal movements). 
Similarly, our imports of goods and services includ- d nur- 
chamlisc im|i*»rt* averaging S.;.* billion annually, plus cur¬ 
rent p.v. nunts to foreigners for invisible items averaging 
Si.7 billion, or a total of ><> billion. Sse Appendix iS. also 
Appendix 5. Tabls-A. 


product. The net outflow of long-term capital 
from the United States to the rest of the world, 
roughly equal to our positive balance of trade 
for both goods and services, 3 was $3.5 billion 
for the 1925-1929 period, or about $700 mil¬ 
lion per year — 4 per cent of our gross capital 
formation. 

All of these amounts are small in relation to 
our domestic volume of production and trade, 
but they arc of critical importance to other 
countries because of the “dominant role of the 
United States in the world economy.” During 
1925-1929, the United States accounted for al¬ 
most half of the net value of world industrial 
production, according to Hal B. Lary, 4 while 
Sumner H. Slichtcr estimates that before the 
war the United States produced over one 
fourth of the “annual product of the world” 
and will probably soon be producing “about 
one third of the world’s goods." 6 During the 
interwar period, the United States “ranked as 
the premier exporting nation . . . accounting 
for 15.6 percent of the world total [of mer¬ 
chandise exports] in 1929. In the same year, 
[our] share of total imports was 12.2 percent, 
being exceeded only by that of the United 
Kingdom. With respect to imports of raw ma¬ 
terials only, the United States was easily the 
most important importer.”® 

The United States was also a dominant fac¬ 
tor in world capital markets, especially dur¬ 
ing the first decade after World War I. 

From 1919 through 1929 foreign loans floated in 
the United States provided some $7,500,000,000 

3. That is. the excess of our current receipts from for¬ 
eign countries in payment for merchandise exports and 
invisible items over our payments to foreign countries for 
merchandise imports ami invisible items. See Appendix 28. 

4. See Hal R. Lary and Associates. The United States 
in the World Economy. Economic Series, No. 23, Bureau 
of Foreign and Domestic Commerce, 1943. p. 29. "The 
criterion employed was the net value of industrial produc¬ 
tion (value added in the process of manufacture), which 
in turn was based on a detailed comparative study of in¬ 
dustrial censuses or other relevant data for the period 
1925-29. On this basis the relative industrial importance 
of the United Slates was placed at 46 out of 100 for all 
countries, including the Union of Soviet Socialist Repub¬ 
lics, or 4S |«crccnt if the U.S.S.R. is excluded ...” 

5. Sumner II. Slichtcr. "The American Tariff and 
World Trade," Atlantic Monthly. December 1945- 

6. Lary e: a!., op. cit.. p. 29. 
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of new capital to other countries, or more than 
the total of similar issues floated in the United 
Kingdom, France, the Netherlands, and all other 
capital-lending countries combined. Through 
these loans, as well as through new direct invest¬ 
ments abroad, there was a heavy outflow of long¬ 
term capital, although foreigners at the same time 
invested substantially in this country through the 
stock market. 7 

During every year of the period from 1919 
to 1930 we had a net outflow of long-term capi¬ 
tal accompanied by a positive balance of trade 
on goods and services. The net outflow of 
long-term capital from the United States dur¬ 
ing this entire period amounted to $7.1 billion. 

Our potent influence on the world economy 
became distressingly apparent with the world¬ 
wide economic collapse after 1929. From a 
high point of nearly $6.4 billion in 1929, our 
purchases of goods and services from foreign 
countries fell to less than $2.3 billion in * 933 - 
Our current receipts from foreign countries 
for goods and services declined even more 
drastically during the same period — from $7.1 
billion to less than $2.4 billion. As a result, our 
positive trade balance on goods and services 
fell from a peak of more than $1 billion in 192K 
to little more than $100 million in 1933 and be¬ 
came negative by 1935 - Accompanying these 
drastic changes, the net outflow of long-term 
capital from the United States, which ex¬ 
ceeded Si billion in 1927 and averaged nearly 
$700 million annually during the last half of 
the 1920's, dropped to less than $ 3 <*> million 
in 1930 and thereafter was replaced by a net 
inflow. (Sec Figure 22 and Appendix 28.) 

In the late 1930*5, world commerce in com¬ 
modities usually reached about $ 5 ° billion a 
year. In 1937, when trade across national bor¬ 
ders amounted to $53.6 billion, imports totaled 
$28.2 billion and exports $25.4 billion. In the 
following year, the total trade value (imports 
plus exports) was $46.5 billion. Americas 
share in this world exchange of goods usually 
made up about 12 per cent of the total: $6.6 
billion in 1937 and $5.3 billion in 1938. After 
the United Kingdom, the United States was 
the largest importer, taking about 9 per cent 
7. Lary el a!.. op. eit.. p. 3 >- 


of the total in 1938. We were the largest ex¬ 
porter, shipping merchandise to foreign cus¬ 
tomers to the extent of 14.2 per cent of total 
world exports." 

2. Prewar Trends in Foreign Trade 
and Investment 

The place of the United States in the world 
economy has changed radically since the turn 
of the century. Not only has our foreign trade 
in merchandise and services greatly increased, 
but our investment position has radically 
changed. 

a. MERCHANDISE TRKDE 

During the past century American foreign 
merchandise trade has vastly increased and the 
relation of exports and imports has markedly 
changed. Before the Civil War we financed 
our •‘unfavorable" balance of trade by loans 
from foreign countries. Our outgoing cargo 
ships, during the first six decades of the nine¬ 
teenth century, carried mainly cotton and to¬ 
bacco and returned with such capital goods as 
railroad equipment, which helped to open up 
the West. Later, cereals and meat became 
leading exports, making possible a larger im¬ 
port of capital equipment, as well as the be¬ 
ginning of imports of foreign raw materials 
for newly developed factories. 

But the ratio of imports to domestic con¬ 
sumption was steadily declining. It is esti¬ 
mated that almost 20 per cent of the goods 
consumed in this country were imported m 
1850. In 1880 only a little more than 10 per cent 
were imported, and in 1937 a mere 6 per cent 
came from abroad* 

After 1875, when American industry began 
to reach greater maturity, the import surplus 
was replaced by an excess of exports that 
helped to pay for the capital we had borrowed 
abroad. Domestically manufactured articles 
took an important place among outgoing car¬ 
goes from the beginning of the 1890 s, and 

8 See Neiivork of ll'orlJ Trade, \.em\ic of Nations. 
,9/1. o. 16. Since shipping costs arc usually added to im¬ 
port values, the total of world imports exceeds the total of 
world exports. 

9. Slighter, op. eit.. p. Cl. 
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Fici rr 22. Balance of Trade on Current Transactions and Net Long-Term 

Capital Movement, 1920-1939 

Source: Appendix 28. 


from ih;ii time on our “favorable,” or positive, 
merchandise balance became increasingly 
larger. World War 1 and die prosjicrity of the 
"New Fra” accentuated this trend. Although 
it was reduced by the depression of 1930-1933, 


our positive merchandise balance began to re¬ 
gain ground after 1936. (See Table 173.) 

In the fairly representative prewar year 1937, 
about half of America’s sales to foreign buyers 
were finished manufactures, while over 42 per 
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Table 173 

Foreicn Merchandise Trade op the United States, 1851-1940 


{In Thousands) 


Yearly 

Average 


Total Export * Total Imports 


Exeess 0/ 
Exporu (+) or 
Import ! (-) 


1851-1860 

1861-1865 

1866-X87O 

1871-1875 

1876-1880 

1881-1885 

1886-1890 

1891-1895 

1896-19OO 

I9OI-1905 

1906-19IO 

191I-I915 

*9'5“*9 2 o b 

1921-1925 

1926-1930 

1931-X935 

1936-1940 


$ 248.887 

187,811 

320,842 

501,841 

676,761 

791,892 

738.379 
892,421 
* »* 57 » 3 i 8 

1.453.803 
x.778.697 
2.370.539 
6,521,190 
4.397.027 
4.777.3*4 
2 , 025,195 
3.219.58* 


$ 284,475 

255.439 

408,295 

577.873 

492.570 

667,142 

7*7.23* 

785.*37 

74*»5*9 

972,162 

*. 344.838 
*.7*2.3*9 
3.358.354 
3.450.* 03 
4.033.469 
i,7*3.» 02 
2,482,030 


$ -35.588 
-67,628 

-87.453 

-76,032 

+184,192 

+*24.750 

+21,148 

+107,284 

+4*5.799 

+481,641 

+433.859 

+658,220 

+3,162,836 

+946.924 

+743.845 

+3* 2 .o93 

+737.552 


Source : Statiitical Abttraet 0/ the United State !. 19 - 14 - 45 . P- 5 - ( - 


a. Include* re-exports. 


b. Period July I. I 9'5 «o December JI, I 9 »«>- 



cent were semifinished goods and raw mate¬ 
rials. Only 8 per cent of American sales were 
crude and finished foodstuffs.' 0 

Over half of America's foreign purchases in 
1937 were raw materials and semimanufac¬ 
tured articles, and nearly a third were food¬ 
stuffs. Though the United States is an out¬ 
standing manufacturing country, nearly a 
fifth of its purchases abroad in 1937 —in spite 
of protective tariffs — were finished manufac¬ 
tured articles. This is surprising to those who 
think of world commerce as a simple exchange 
of raw materials and foods against finished 
manufactured goods, and shows how far one 
industrial country may support the export 
market of other industrial countries. The trade 
of the United Kingdom shows the same pat¬ 
tern, for about one quarter of its prewar im¬ 
ports were in manufactured form. 

10. Statiitical Abstract of the United States . I 944 " 45 . 

P- 533 - 


The composition of our exports has changed 
far more than that of our imports. A long-run 
decline has taken place in the relative impor¬ 
tance of agricultural exports, and a corre¬ 
sponding rise in manufactured goods. 

American agriculture has been losing out on 
ihe world market. Before World War I more 
than half of American exports were agricul¬ 
tural products —raw cotton (the leading ex¬ 
port item until 1937). "heat, pork and lard, 
and tobacco. During the first world war. the 
share of agricultural products in our export 
trade rose considerably; but the postwar needs 
of belligerent countries for manufactured 
products had sharply reduced this by 1920. In 
1922-1924 farm products were 47 per cent of 
American exports. In 19 37"*939 * ,u 7 made up 
only 25 per cent of our exports." 

In spite of the greater volume of trade in 
manufactured goods, however. American 
11. Lary et al .. op . eit .. pp. 59 - 6 °- 
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Table 174 

Selected United States Merchandise Exports 

(Dollar Figures in . 

and Imports, 1925-1929 and 1935- 
Millions) 

-*939 


7925-/929 

1 935~’939 


Annual 


Per Cent 

Annual 

Per Cent 

Commodity 

Average 


of Total 

Average 

of Total 

Merchandise exports 

$ 4 > 99 * 


100.0 

$2,872 

100.0 

Cotton and manufactures 

1,014 


2O.3 

372 

130 

Petroleum and products 

601 


12.0 

334 

xi.6 

Machinery — all classes 

458 


9.2 

4*3 

* 4-4 

Automobiles and parts 

4*4 


8-3 

268 

9 i 

Wheat and flour 

246 


4-9 

52 

x.8 

Meat and animal fats and oils 

218 


4.4 

j 6 

1.6 

Iron and steel mill products 

172 


3*4 

184 

6.4 

Copper and manufactures 

161 


3-2 

76 

2.6 

Tobacco 

146 


2.9 

128 

4-5 

Wood and sawmill products 

*43 


2.9 

59 

2 .X 

Coal and coke 

I2 5 


2-5 

60 

2.1 

Fruits and nuts 

120 


2.4 

88 

H 

Other 

1,171 


23-5 

793 

27.6 

Merchandise imports* 

4.267 


100.0 

2,366 

100.0 

Silk —raw 

395 


9-3 


4.4 

Rubber 

352 


8.2 

*67 

7 -* 

Coffee 

297 


7.0 

140 

5-9 

Wood and paper 

282 


6.6 

2*3 

9.0 

Wool and cotton products 

246 


5-8 

120 


Hides and furs 

244 


5-7 

* *4 

4.8 

Sugar 

23* 


5-4 

*43 

6.0 

Copper and tin 

200 


4-7 

**3 

4.8 

Petroleum 

126 


3 -o 

4 * 

*•7 

Fruits and nuts 

88 


2.1 

59 

2-5 

Vegetable oils and fats 

82 


*•9 

77 

3-3 

Burlaps 

78 


1.8 

33 

*.4 

Fertilizers and materials 

72 


*•7 

35 

*•5 

Other 

*.574 


36-9 

1,009 

42-6 

Sonnet: Statistical Abstract of the United States. 1941—j j , 

and 

"imports for consumption" thereafter. 


np. 526. 5-10-43- 


Note: Slight 

discrepancies in additions ; 

ire due to 

a. Figures represent ''general imports" through 1933 

rounding. 




agriculture still relies upon the foreign buyer 
more than does American industry. This is 
due to the traditional dependence on foreign 
markets of certain sections of American agri¬ 
culture, like cotton and tobacco. 

Comparison of the years 1925-1929 with 
I 935~*939 reveals the shifts in the composition 
of our exports and imports in the interwar pe¬ 
riod. The last half of the 1920*$ is most com¬ 
parable to this survey’s assumptions of high- 


level activity for the 1950’$. The 1930’s, on the 
other hand, reflect the most recent prewar 
situation. (Sec Table 174.) 

Our dollar volume of merchandise trade in 
1935-1939 was 40 per cent lower than in 1925- 
1929. In both periods, raw cotton, petroleum 
and products, various types of machinery, and 
automobiles and other vehicles were our three 
leading exports. Animals and animal products, 
grains and preparations were the next largest 
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export groups in 1925-1929. But these were re¬ 
placed by iron and steel products in 1935- 
1939, partly, perhaps, reflecting the shift from 
“butter to guns” in Europe and Japan on the 
eve of World War II. 

Our largest commodity imports in 1925- 
1929 were raw silk, crude rubber, coffee, wood 
and paper, wool and cotton products, hides 
and furs, and sugar. These products made up 
almost 50 per cent of all our imports. A decade 
later the six leading classes of imports were 
wood and paper products, rubber, sugar, cof¬ 
fee, wool and cotton products, and hides and 
furs, in the order given. They accounted for 
nearly 38 per cent of all our imports. 

The value of our total imports declined 
about 45 per cent from 1925-1929 to i 935 _1 939 - 
Reductions occurred in all commodity groups 
except grains and grain products and bever¬ 
ages, imports of which shot up after the repeal 
of prohibition. The largest declines occurred 
in raw silk, reflecting development of synthetic 
substitutes in the United States; in crude rub¬ 
ber, due largely to lower prices; in coffee; and 
in petroleum. 

The United States exports chiefly to eco¬ 
nomically advanced countries, including the 
countries of temperate climate, like Canada 
and Argentina, which are being rapidly indus¬ 
trialized, while much of its buying is from un¬ 
derdeveloped tropical zones in South America, 
Asia and Africa. There has been a long-run 
decline, however, in the percentage of exports 
to Europe, while other markets, especially 
Asia, have risen in importance. Before i<ro 
more than three quarters of our exports went 
to Europe. By 1937-1 939 the proportion had 
dropped to 41 per cent. Europe, however, has 
continued to be the most important market 
for our agricultural goods. The proportion of 
our total exports of manufactures going to Eu¬ 
rope has held up well in recent years. (See 
Table 175.) 

b. SERVICE TRANSACTION'S 

Current transactions between countries in¬ 
clude, in addition to tangible commodities, 1 ic 


purchase and sale of services and other “in¬ 
visible” items. These intangibles can be con¬ 
sidered as much a part of our foreign trade 
as merchandise transactions. Our payments to 
foreign concerns for freight and shipping 
services, expenditures of American tourists 
abroad, American personal and institutional 
contributions to foreign countries, interest and 
dividend payments to foreign holders of 
American securities and other payments to 
foreigners on current account provide foreign 
countries with dollar exchange in the same 
way as do our payments for merchandise im¬ 
ports. Such service transactions can be re¬ 
garded as "invisible imports.” Likewise, our 
current receipts from foreign countries for such 
intangibles are payments for American ex¬ 
ports of services,” comparable to our merchan¬ 
dise exports. 

These service transactions make up a large 
part of our total foreign transactions. In 1925- 
1929, for example, our receipts from foreigners 
for intangibles were about a quarter of our 
total exports of goods and services, or an an¬ 
nual average of $1.7 billion out of $6.7 billion. 
By 1935-1939. average exports of goods and 
services (or current receipts from foreign coun¬ 
tries) had declined to $3.9 billion, of which 
more than $i billion, or 27 per cent, were in¬ 
tangibles, and almost $2.9 billion merchandise. 
On the import side, average annual payments 
for imported merchandise were $4.? billion in 
1925-1929, or 72 per cent of total imports, and 
payments for services, Si.7 billion, or 2S per 
cent. By 1935-1939. total imports of merchan¬ 
dise and services had dropped from nearly $0 
billion a year to $3.7 billion, of which $2.4 bil¬ 
lion consisted of merchandise and $1.3 billion 
of services. (Sec Appendix 2S.) 

The principal service transactions on the ex¬ 
port side were receipts of interest and divi¬ 
dends on American foreign investments. 
These made up about half ihe total in 1925- 
1929, and. though about one third less in > 935 " 
1939, still kept the same proportion. Sales of 
freight and shipping services to foreigners av¬ 
eraged $362 million in 1925-1929 and $221 mil¬ 
lion in 1935-1939. while foreign travel in the 
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Table 175 

United States Foreicn Trade by Continents, 1926-1941 

{In Millions ) 


North America 


year 

Regions 

Northern 

Southern 

Total 

America 

Europe 

Asia 

Oceania 

Africa 

1926 

$4,809 

$ 748 

MERCHANDISE EXPORTS* 

$429 Si,177 $444 

$2,309 

$ 566 

$2I 3 

$101 

1927 

4,865 

845 

408 

*.253 

438 

2,311 

562 

*94 

*°7 

1928 

5,* 28 

924 

397 

1,321 

481 

2,377 

653 

180 

1 *7 

1 929 

5 » 2 4 * 

961 

434 

*»395 

539 

2,344 

640 

192 

* 3 * 

* 93 ° 

3.843 

671 

349 

1,020 

338 

1,841 

445 

108 

92 

1931 

2,424 

404 

187 

59 * 

*59 

1,187 

386 

42 

60 

1932 

1,611 

246 

**9 

365 

97 

784 

292 

37 

36 

*933 

*.675 

2*5 

126 

34 * 

1*4 

850 

292 

35 

43 

*934 

2 »*33 

308 

178 

486 

162 

950 

4 °* 

57 

77 

*935 

2,283 

33 ° 

202 

532 

*74 

1,0*9 

378 

74 

96 

*936 

2,456 

392 

225 

617 

204 

*,043 

399 

79 

i *4 

*937 

3.349 

5*9 

32* 

840 

3*8 

*,360 

580 

99 

I5 o 

*938 

3.°94 

476 

264 

740 

300 

1,326 

5*7 

94 

x 18 

*939 

3**77 

498 

304 

802 

32? 

1,290 

S 62 . 

80 

»5 

*940 

4,02* 

725 

34 * 

1,066 

436 

*.645 

619 

94 

161 

* 94 * 

5**47 

1,012 

508 

1,520 

527 

*.847 

625 

*23 

504 

• 

1926 

4 . 43 * 

486 

MERCHANDISE 

526 1,012 

IMPORTS* 

568 

1,278 

1,409 

68 

96 

*927 

4.*85 

484 

50 * 

985 

5*8 

*,265 

1,268 

55 

93 

1928 

4,09* 

500 

461 

9 6t 

569 

*.249 

1,169 

53 

90 

1929 

4.399 

5*4 

467 

981 

640 

*.334 

1,279 

57 

109 

*930 

3,061 

4*4 

347 

761 

434 

9 ** 

854 

33 

68 

* 93 * 

2,091 

277 

240 

5 'Z 

307 

641 

574 

*9 

33 

*932 

*» 3*3 

181 

*57 

338 

201 

390 

362 

8 

24 

*933 

*.450 

* 9 * 

*27 

3*8 

202 

463 

425 

*3 

28 

>934 

*.655 

238 

161 

399 

229 

490 

489 

*5 

33 

*935 

2,047 

293 

201 

494 

281 

599 

605 

26 

42 

*936 

2 . 4 2 3 

381 

237 

618 

292 

7*8 

708 

36 

5 * 

*937 

3,084 

407 

283 

690 

422 

843 

967 

68 

92 

*938 

1,960 

268 

223 

49 * 

263 

567 

570 

16 

55 

*939 

2,318 

349 

23* 

580 

3*7 

617 

700 

27 

77 

1940 

2,625 

437 

256 

693 

395 

390 

98 * 

35 

* 3 * 

* 94 * 

3-345 

57 * 

4 * * 

982 

6 74 

281 

1,088 

*59 

161 


Source: Statistical Abstract 0/ the United States. 1944-45. 

pp. 546-47- 

a. Include* re-exports. 


b. General imports. 

Note: Slight discrepancies in 
rounding. 


additions arc due to 


United States averaged well over $100 million 
in both periods. 

On the import side, we paid to foreigners 
nearly $440 million annually for freight and 
shipping services in 1925-1929, while American 

518 


travel abroad and personal and institutional 
remittances each made up more than $400 mil¬ 
lion. All of these items fell off sharply by 1935- 
1939, but our interest and dividend payments 
to foreign holders of our securities were not far 
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Table 176 

International Service Transactions of the United States, 1925-1919 and ' 935-'939 


| 19 * 5 - 19*9 1935-1939 

Annual Average Annual Average 

Item ____ 


Receipts or "Exports” 

Freight and shipping 
Travel expenditures 

Personal remittances and institutional contributions 
Interest and dividends 
Government transactions 
Miscellaneous services 


Payments or “Imports” 

Freight and shipping 
Travel expenditures , 

Personal remittances and institutional 
Interest and dividends 
Government transactions 
Miscellaneous services 


contributions 


n Million /) 

(Per Cent ) 

(In Million /) 

(Per Cent ) 

Si,708 

100.0 

Si,060 

100.0 

362 

21.2 

221 

20.8 

i >3 

6.6 

*23 

11.6 

49 

2.9 

29 

2-7 

854 

50.0 

558 

52.6 

242 

I4.2 

35 

33 

88 

5 -' 

94 

8.9 

1,693 

100.0 

1,306 

100.0 

438 

25.9 

298 

22.8 

410 

24.2 

297 

22.7 

405 

23-9 

192 


243 

14.4 

23° 

17.6 

_ 0 

108 

6.4 

102 

7.8 

88 

5-2 

.88 

14.4 


Sourer : Hal B. Lary and Associates. TAr United States « 
the World Economy . Economic Senes. No. aj. Bureau 
of Foreign and Domestic Commerce. 1943 . Api*nd.* 


Note: 'slight discrepancies in additions are due to 
rounding. 


below the 1925-1929 level. On the whole, cur- 

rent receipts and payments for invisible items 

came close to balancing each other in « 9 * 5 “ 

1929, while there was an "import surplus of 

nearly $250 million in i 935 -> 939 - (** lablc 

x 7 6 -) , 

These changes reflect long-run trends over 

the interwar period. After 1921 the percentage 
of imports and exports carried in United States 
vessels declined almost steadily. In the pas¬ 
senger business, foreign vessels predominated. 
More than 80 per cent of the fare of Americans 
traveling overseas in the boom years of tourist 
traffic went to foreign shipowners. Only 23 
per cent of the United States ocean-going ton¬ 
nage was engaged in foreign commerce m 
1939, compared with 61 per cent in 1920 and 39 
per cent in 1930.’* 

Overseas travel by residents of the United 
States has always loomed large in the balance 
of payments. Outlays for travel reached a peak 
slightly below $500 million in 1929- During the 
depression they fell about 60 per cent and rc- 

ia. Ibid ., pp. 72 - 73 - 


m.lined low. Between World War I and 
World War II they totaled some $6 billion. 
On the other hand, the largest amount ever 
spent by foreign visitors to the United States 
in the prewar years was $140 million in 1929. 

After World War I, and especially during 
the stock market boom, foreign investments in 
the United States increased heavily, which 
brought a sharp increase in our payments ol 
interest and dividends to foreigners. During 
the early years of the depression such payments 
decreased markedly as a result of decreased 
rates of income and the liquidation of foreign 
holdings of short-term funds.” 

Again, beginning in 1934 foreign capital was 
invested heavily in this country as a reaction 
to unfavorable' financial and political condi¬ 
tions abroad. 

C. FOREIGN INVESTMENT TRENDS 

For nearly two centuries during the earlier 
development of its natural resources, the 
United States was a borrower in international 

13. Hid., p. 81. 
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capital markets. In the colonial period, Dutch, 
British and other foreign capital helped build 
American cities, ports, roads, and cotton and 
tobacco plantations. In the nineteenth century, 
large volumes of British capital helped in the 
construction of railroads, canals and factories. 
In the later years of the century, America drew 
more heavily on its own expanding savings, 
though it still continued to borrow abroad. On 
the eve of World War I, America was still a 
net debtor. In 1913, we held about $2.6 billion 
of long-term investments abroad, compared 
with a foreign investment in the United States 
of $4.5 billion. 

When England and other belligerent coun¬ 
tries were forced to liquidate large portions of 
their investments during 1914-1919 and bor¬ 
row from us in order to pay for supplies, the 
United States became a net creditor. American 
long-term credit abroad, excluding intergov¬ 
ernmental debts, stood at about $6.5 billion at 
the end of 1919, while foreign investments in 
the United States had declined to $2.5 billion.” 

Inter war Period 

The i92o’s saw a large capital outflow from 
the United States, one main stream of which 
went to European countries that (like Ger¬ 
many) had been creditors before the war. This 
capital was usually obtained through the pub¬ 
lic flotation of loans on the American market, 
or through loan advances by American banks 
to foreign governments and banking and in¬ 
dustrial enterprises. Newly developing coun¬ 
tries, particularly in the Western Hemisphere, 
offered a second important channel of invest¬ 
ment. Such investments were usually made 
through publicly floated loans, and particu¬ 
larly in the form of direct investments through 
establishment of branch plants of American 
corporations in foreign countries. The direct 
type of investment has been aptly described as 
follows: “We placed automobile factories 
everywhere; drilled for oil from Alaska to the 
Persian Gulf; established telephone systems in 
Spain and Latin America; grew bananas in 
Honduras; mined zinc in Poland; placed five 

14. Ibid ., p. 123. 


and ten cent stores on the broad shopping 
streets of the world’s capitals.” 15 

Long-term investments of the United States 
abroad reached a peak of $15.2 billion by the 
end of 1930,” made up of pefttfolio holdings 
of $7.2 billion and direct investments of $8 bil¬ 
lion. At about the same time, foreign long¬ 
term holdings of United States securities had 
increased to about $5.7 billion, mainly because 
of increased foreign participation in the rising 
stock market of the 1920*5. 

After 1929, the trend of large-scale American 
investment reversed and a flow — which soon 
became a flight — of foreign capital to this 
country mounted. The United States no 
longer acted as an international lender but 
drew money from the rest of the world instead. 
The inrush of short- and long-term capital 
from 1935 to 1941 came to no less than $10 bil¬ 
lion. This was largely “refuge capital” from 
Europe rather than normal investment-seek¬ 
ing funds. It was this flight of capital to Amer¬ 
ica, as much as our “refusal to accept im¬ 
ports," that was chiefly responsible for the 
shortage of dollar exchange in the late 1930's. 

Nevertheless, just before we went into the 
second world war, the United States was still a 
net creditor country, holding about $10.6 billion 
of long-term capital abroad at the end of 1940, 
compared with the $5.7 billion of long-term in¬ 
vestments of foreign residents here. 17 We were 
thus a net creditor on long-term account to the 
extent of $4.9 billion — hardly more than half 
our net creditor position in 1930. 

Character of American Foreign Investments 

About two thirds of American foreign hold¬ 
ings arc direct investments. Of the $10.6 bil¬ 
lion invested abroad in 1940, they came to 
about $7 billion (book valuation), while port- 

15. Herbert Fcis. "Foreign Investment in a Postwar 
World,” Fortune. July 1942. p. 86. 

16. Lary et a!., op . eit., p. 123. 

17. Department of Commerce, American Direct Invert' 
ments in Foreign Countries. 1940. pp. 4 and 5, and The 
Balance of International Payments of the United States in 
1940. p. 49- Short-term funds in foreign account held in 
the United States were vastly greater than such United 
States funds abroad. In this discussion such funds arc dis¬ 
regarded, for their primary purpose was usually not in¬ 
vestment. 
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Table 177 

Geocraphic Distribution op United States Long-Term Foreicn 
Investments, December 31, 1940 
(In Millions) 


Area 


Total 

Canada and Newfoundland 

West Indies 

Central America and Mexico 

South America 

Europe 

Asia 

Oceania 

Africa 

International 


Direct 

Investment /• 

Portjolio 

Investment, 

$7,000 

$ 3 * 59 * 

2,103 

*.675 

674 

79 

546 

26 

*. 55 * 

898 

1,420 

636 

422 

160 

120 

98 

, 3 I 

*9 

33 



Total 


Si 0,591 

3»776 

753 

572 

M49 

2,056 

5 *l 

218 

150 

33 


l: K,«, investments ,i«en tn book «i«c. fo.ci.sn do.U, bond, in «>« 
lancous securities in estimated value. 


folio holdings accounted for $3.6 billion (par 
value of the bonds and estimated value of 
stocks). On the other hand, $3 billion of the 
$5.7 billion invested in the United States by 
foreign countries in 1940 consisted of securi¬ 
ties, only $2 billion of direct investments and 
the remainder of real estate and other minor 
types of foreign investment. 1 H 

American long-term investors have pre¬ 
ferred the Western Hemisphere, into which 70 
per cent of their funds have gone —about 
equally divided between the territories north 
of the United States and those to the south. Al¬ 
most 20 per cent of our total long-term invest¬ 
ments arc in Europe and only 10 per cent in 
Africa, Asia and Oceania. (See Table 177 ) 

Taking the interwar period as a whole 
(1919-1939), there was a net outflow of long¬ 
term capital from the United States of nearly 
$4.6 billion. But the net inflow of short term 
capital funds during the period amounted to 

18. The Balance of International Pay menu 0/ the United 
State, ,n ,940. pp. 5 *. The above totals delink war 
debt*, intergovernmental loan* and advance* ot the r.x- 
port-Import Bank. 


more than $2.5 billion. Thus, the net total capi¬ 
tal outflow over the entire period was about $2 
billion. In addition there was a net •'outflow 
of almost S1.6 billion in unexplained items, re- 
fleeting in large part unrecorded outward 
movements of short-term capital from the 

United States." (See Table 178.) # 

During this 21-year interwar period, the 
United States had a •'favorable," or positive, 
balance on all current transactions amounting 
to over S14.4 billion. In other words, we sold 
to foreign countries $14.4 billion more goods 
and services (merchandise plus intangibles) 
than we bought from them. Since the net out¬ 
flow of capital funds (including the unex¬ 
plained "outflow") from the United States to 
other countries provided them with only $3 6 
billion of the sums needed to settle this ac¬ 
count, the remainder was supplied by a net in¬ 
flow of gold amounting to Sio.X billion during 
,9,9-1939. (See Table 178 and Appendix 2S.) 

, 9 . There ha* been *o.nc government ,f 'uling in recent 
v-m through *ari.»u* channel*, such a* the tn»tc«l Males 
Stabilization Fund and the Enpori-lmport Hank, and 
through »pecial advance* to China. 
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Table 178 

Capital Transactions and Gold Movements Between the United States and 

Foreicn Countries, 1919-1939 
(In Millions) 


Year 

Alet Long-Term 
Capital Movement 

Net Short-Term 
Capital Movement 

Net Total 

Capital Movement 

Net Gold 
Movement 

* 9*9 

$-384 

a 

5-384 

$ +164 

1920 

-832 

a 

-832 

+50 

1921 

-592 

a 

-592 

-686 

1922 

-815 

a 

-815 

-235 

1923 

-45 

5 -33 

-78 

-295 

1924 

-700 

+119 

-581 

-216 

1925 

-570 

-106 

-676 

+102 

1926 

-726 

+ 4*9 

-307 

-72 

1927 

-*.037 

+585 

-452 

+*54 

1928 

-847 

-348 

-*.*95 

+272 

1929 

-278 

-4 

-282 

-120 

1930 

-298 

-479 

-777 

-2,8 

1931 

+*94 

-637 

-443 

+176 

1932 

+225 

-446 

-221 

-II 

*933 

+77 

- 4*9 

-342 

+*73 

*934 

+200 

+222 

+422 

-*,178 

*935 

+436 

+*,072 

+1,508 

-*,720 

*936 

+777 

+ 43 * 

+1,208 

-*.*47 

*937 

+521 

+356 

+877 

-1.27* 

1938 

+97 

+344 

+ 44 * 

-*, 6 57 

*939 

+27 

+M 7 ® 

+*.497 

-3,0*8 

Balance 

$-4,570 

St2.546- 

$-2,024 

$-10,813 


Source: ll.il R. Lary ami A'tociaic*. The United Statet in a. Not available. . ( 

the World Economy. Economic Scric*. No. 23. Bureau b. There was also a net outflow of Si.6 billion in un- 

nl Foreicn anil Domestic Commerce. 1913. Appendix explained items" o»er the 1919-1939 period. This con- 
Table I. Plus den indicate* flow of capital into and sold titled largely of unrecorded movements of short-term 
out of the United States: minus sign, flow of capital capital, 
from, and gold into, the United Slates. 


These totals conceal divergent trends during 
the period. The net outward movement of 
long-term capital was continuous through 
i<)$o, and particularly heavy from 1924 to 1928. 
There was also a fairly steady net outflow of 
short-term capital until 1934 — with the ex¬ 
ception of three years in the middle loan's. 
The net total capital movement was outward 
in every year from 1919 to 1933 and for the 
entire 15-year period came to almost $S billion. 

With the culmination of the world eco¬ 
nomic crisis in the early 1930’s, these trends 


were sharply reversed. American investments 
abroad were partly repatriated and foreign 
capital flowed into the United States. From 
1934 to 1939. the net inflow of short- and long¬ 
term capital amounted to nearly $6 billion and 
during the same six-year period we had a net 
inflow of gold from abroad of about §10 bil¬ 
lion. 

3. Effects of World War II 

World War II — even more than the first 
world war — brought drastic changes in the 
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pattern of domestic production and of world viet Union. Through reverse lendJeasc we rc- 
irade and investment. The war isolated vast ceived in return more than $6 billion, almost 
areas from contact with the rest of the world, exclusively from the British Empire In . 9 « 
and disrupted traditional channels of foreign alone almost 80 per cent of our $14 billion 
“ exports were for lend-lease account. 

tradC ’ Not only were lend-lease exports vastly 

High in importance among wartime economic j cr t h an our normal trade, but their corn- 
changes is the enormous shift that the war re- radically different. More than $22 

American economy supplied to 130 million lend-lease aid, was for munitions (including 

people at peace contrasts sharply with what it had s hips), which of course arc a minor item in our 

to provide when it had 11 million persons fight- norma | exports. 5 * Vast increases also occurred 

ing with costly weapons all over the globe. \N hat duf j lEc war> largely through lend-lease, in 

the economy drew from its own P rodu ^5 exports of industrial and electrical ma- 

pacity and what from other countries to which it our «port orexiucts chemicals 

still had access also differed sharply in war and ch.ncry, iron and ^ products, 

peace. If rubber was indispensable and the Last an d manufactured food products. 

Indies were in enemy hands, then new produc- Morc lhan thrcc f our ihs of our total exports 
lion had to be stimulated at home and in the ^ wcrc finished manufactures (exclusive 
Amazon Valley. Food was scarce in comparison foodstuffs), compared with less than half in 
with the demand for it; rfV^“ n ” J , 9} 8. Manufactured foodstuffs made up nearly 

it'Zt -onf .0 ifper cent of the t 9 „ total compared with 6 

send lend-lease food to the U.S.S.R. Lattn-Amcn- ccnt of the much smaller i 9 i» total. Lx 

can countries cried in vain for textile machinery of criK j c materials and crude toodstuits 

for which they wcrc willing to pay cash in hand, r on ^ olhcr han<J# were actually 

while the United States built them • 1,r P 0fl ' ** '[] « m allcr than in 1938, and accounted for less 
own expense. S 5 pS cent of the total, compared with 28 

production ™ home. The United States fostered a ^ ccn t in the earlier year. Althoughexports 
steel industry in Brazil through an Export-Import of semimanufactures more than doubled be- 
Bank loan even though steel capacity at home and 1W . their proportion dropped 

promised to afford some surplus over ocaccimc ^ Qm ccn! to | css than 8 per ccnt.* 
domestic needs. Goods were “ ? tk, dollar value of American merchandise 

cost on government account, not because ti 
country had any use for them, but sunply lo I" 1 ' 
vent their falling into enemy hands. »»hat was 
bought and sold, what moved in transport bc- 
tween the nations, bore the clear imprint ot a 
world at war.* 0 

Lend-Lease Operations 

Lend-lease operauons P rovidc ‘ 1,l ' c ^ ^l m , 9 ;8 to almost M per cent in i 9+ t 
spectacular evidence of the impact ot t he - brought great changes however, in 

on American foreign trade. During the four co ‘ hi c ‘ distribution of our import 

and a half years of lend-lease *****< ^ cncmy conIr „| barred access to 

March 1941 through September 1945 . " c su £ ‘ * Europc an d Asia, which had been im¬ 
plied our allies with $4|6 billion worth of goods most ot Europe ._ 

and services-more than S30 billion to the 
British Empire and nearly Si 1 billion to the bo- 

20. Norman S. Buchanan an<! Friolnch A. *■'*?•**' 
building the World Economy: Amenta s KoUmtoret 
Trade and Investment. Twentieth Century Fund. New 
York, 1947, Chap. 4- 


Ulll IV jxv. --— — - I . 

The dollar value of American merchandise 
imports almost doubled between I 9 >« nntl 
1944, rising from less than $2 billion to S;.Q 
billion (exclusive of reverse lend-lease): but 
about three fourths of the increase was due to 
higher prices. Only minor changes occurred in 
the composition of our imports, except for a 
rise in crude foodstuffs from 1; per cent of the 

in 


21. Twenty first Heron to Congress on Lend Uate Op¬ 
erations. I 94 6 . PP- "• '-I* ,9 ‘ 2i< 

a» "Unite*! S«a«c» Foreign Trad*-. <9 4 1-44. 

ro.nl nl Commerce. I 9 .V. .• ■ > ..>■ 

Statistical Abstract o\ the United Statet. iy-1*. P- 5-4 
quoted in Buchanan an*l Ian*, op. eit. 
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portant suppliers of our prewar imports. In 
1939, we obtained $860 million of our $2.3 bil¬ 
lion total imports from European and Asiatic 
areas that were later controlled by the Axis 
powers, and almost exactly the same amount 
from Canada and the American republics. By 
1944, imports from enemy areas had dropped 
virtually to zero, but our imports from the 
Western Hemisphere more than trebled — to 
$2.9 billion out of the 1944 total of $3.9 bil¬ 
lion. 24 Although these changes are of no great 
significance to the American economy, the res¬ 
toration of the normal far eastern and Afri¬ 
can sources of supply for many tropical prod¬ 
ucts will obviously have serious effects on 
many of the Latin-American countries from 
which we obtained wartime imports. 

Effect of War on Postwar Trade 

In the United States we have greatly ex¬ 
panded our productive capacity for many of 
the products the world now needs, and at the 
same time have developed substitutes and new 
sources of supply for such important prewar 
imports as rubber and silk. 

Six years of world war will obviously have a 
profound and continuing effect not only on 
our own domestic economy and foreign trade, 
but on the whole structure of world trade and 
investment. 

The war evoked many changes abroad that will 
also alter world commerce. Three main develop¬ 
ments must he recognized. First, the impossibility 
of international trade made home production for 
essential needs, particularly food and basic raw 
materials, mandatory in many regions. Second, 
the character and scope of war requirements ac¬ 
celerated industrialization in many areas. Third, 
the physical destruction and capital depletion of 
productive facilities, especially, hut not alone, in 
the defeated countries, will seriously handicap 
some important countries in their ability to com¬ 
mand goods and services in international trade. 2 * 

The volume and the direction of American 
exports in the immediate postwar period arc 
being strongly influenced by the liquidation 
of foreign financial claims on the United 


States. Although our long-term investment 
position remained virtually unchanged dur¬ 
ing the war, our short-term liabilities almost 
doubled, rising from $3.3 billion in 1939 to 
$6.4 billion in 1945. In addition, foreign coun¬ 
tries held about $4.3 billion of earmarked 
gold in the United States, and about half a bil¬ 
lion of American currency was held abroad. 
Beyond this our commitments under the Bret- 
ton Woods Agreements amounted to $5.9 bil¬ 
lion, the loan to Great Britain added $3.75 bil¬ 
lion, while the unused lending power of the 
Export-Import Bank amounted to $1.9 bil¬ 
lion.” 

Taken together, these claims against the 
American economy (which were exclusive of 
foreign holdings of American securities and 
of the increased gold stock of foreign coun¬ 
tries held abroad) amounted to nearly $23 bil¬ 
lion at the end of 1945. 

It is most unlikely, of course, that all these 
claims will be exercised in the next few years. 
For one thing, a large proportion of the in¬ 
creased foreign gold holdings, including gold 
held under earmark in the United States, 
is needed for monetary and commercial re¬ 
serves abroad, especially if exchange restric¬ 
tions arc to be abolished. If all these claims 
were exercised promptly, it is doubtful 
whether we could produce a sufficient export 
surplus to meet them without serious inflation¬ 
ary effects on the domestic economy. 

4. Future Trade and Investment 
Possibilities 

In view of our greatly expanded productive 
capacity and the urgent need of the rest of the 
world for the products of American industry, 
however, it seems likely that a substantial por¬ 
tion of these foreign claims will be exercised 
by the end of the decade. Our export volume 
and positive balance on current transactions 
during the rest of the present decade arc there¬ 
fore likely to continue much above prewar 
levels — and probably above the levels that 
will prevail after immediate demands are sat¬ 
isfied. This will mean a substantial export sur- 

26. Ibid., Chap. 5. 


24 Stir try of Current Bniinetf, February 194 5. p. 21. 
25. Buchanan and Lutz, op. at. 
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plus during the next few years and a restora¬ 
tion and expansion of our net creditor posi¬ 
tion in the world. 

Looking beyond the transition period to the 
1950 decade, the rest of the world will doubt¬ 
less continue to need large amounts of capital 
for developmental purposes. The United 
States, as the leading industrial country of the 
world, will be able to contribute greatly to 
meeting such needs. How far we shall be will¬ 
ing to do so, however, depends upon economic 
and political developments over which the 
United States can have only partial control. If 
the nations of the world become grouped into 
increasingly self-sufficient regional blocs, large- 
scale international investment and trade will 
be unlikely. Given political and economic 
peace and stability, however, the United States 
should play a major role in world trade and in¬ 
vestment. A substantial net outflow of capital 
from the United States to the rest of the world 
during the i95o’s can arise only from a corre¬ 
sponding positive balance on our current 
transactions with foreign countries. We can 
help to meet the world's capital needs only to 
the extent that we arc able and willing to cx- 


nct export of capital was an extension of credit 
that provided foreigners with the funds to 
finance the deficit in their current transactions 
with us. Viewed in “real terms,” the excess of 
our deliveries of goods and services to foreign 
countries over what we received from abroad 
was our net export of long-term capital to the 
world. 

How large our net capital exports may be 
under favorable conditions for foreign trade 
and investment during the 1950 decade can 
only be surmised. With a stable high level of 
domestic production and income, as assumed 
in this survey, the net capital outflow from 
the United States could probably constitute 
as large a share of our gross national product 
as it did during the best years of the 1920’s. 
Our export surplus on current account during 
1924-1928, and our net outflow of long-term 
capital, averaged almost $800 million per year, 
or about 0.9 per cent of the average gross na¬ 
tional product in those years/" 

On the basis of a 1950 gross national product 
of $134 billion, the same proportion would 
mean a net long-term capital export of Si.2 
billion (in terms of 1940 prices) in that year. 


port to the rest of the world a larger volume 
of goods and services than wc import. 

A sustained positive balance of trade on cur¬ 
rent transactions during the 1950's would thus 
express itself as, and correspond to, a net out¬ 
flow of long-term capital and a steady expan¬ 
sion of our foreign investments. '1 his was the 
situation during the mid-l920*s when, in 
spite of year-to-year fluctuations, our average 
positive balance on current transactions in 
goods and services was roughly equal to the 
net outflow of long-term capital from the 
United States. From 1924 to 1928, for example, 
wc “sold” to foreign countries $32,326,000,000 
worth of goods and services and “bought 
from them $28,440,000,000 worth. 'I he $ 3,886,- 
000,000 difference, or our positive balance on 
these current transactions, was almost exactly 
equal to the $3,880,000,000 net outflow of long¬ 
term capital. 27 Viewed in money terms, this 

27. The "balancing item*," consisting of movements «>f 
gold and short-term capital and "unexplained items, dur- 
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If our exports of goods and services in 1950 
arc as large in relation to gross product as in 
1924-1928, they would amount to $97 billion. 
Current payments to foreign countries for im¬ 
ports of goods and services would he about 
$8.5 billion. These arc far larger dollar totals 
than wc have ever attained in the past, and an 
export balance and net capital outflow of $1.2 
billion could probably be achieved with both 
receipts and payments about a billion dollars 
less than these totals. Current receipts of 5*7 
billion and payments of $ 7 o billion m 1950 


ine 1024-1928 \\ cic virtually "in ImIjukc." to that 83.88 


tlii' p*riod. 

aH. ike Appendix a 
cf.itfC Jiimi.il rcxtipt* 
couiMfk* during 
nc.ifly 7 » I of 


T.it»l. A jnd Appendix 28. Av- 
, urrc.it account from foreign 
,.,-x wife- j<m•••« $M billion. «*r 
average grow national product of 
. ,.„iiit i.jymciii' to foreign court- 


1 Inllion. Current .1 omiiiI tsiyinen.v .. 

in. . ivrrjgcd ? I"' " 6 ' P* f CCIM P , 

"T. and average .... ..pit-d exports wc* approximately 

equal to the S*-* mrlli.* poMU'C 
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mean that the dollar volume of our imports 
and exports would both be about one third 
more than in the best years of the i92o’s. Since 
these estimates are in terms of 1940 prices, 
which were lower than in 1924-1928, the in¬ 
crease in physical volume would be more 
nearly two thirds. 

Changing Composition 

Whether or not these estimates prove to be 
reasonable, the composition of our postwar 
foreign trade will probably differ greatly from 
that of the 1920’s or of the period immediately 
preceding World War II. Great changes oc¬ 
curred in the relative importance of various 
import and export items between the latter 
part of the 1920's and the late 1930's, and fur¬ 
ther changes can be expected in the future. 
The changing composition of our foreign com¬ 
merce can be seen by comparing our principal 
import and export items in 1928, which was a 
typical year of the prosperous 1920’s, with 1937, 
the best year of the late 1930’s. (See Table 179.) 

Exports 

Dividend and interest receipts from Ameri¬ 
can foreign investments are likely to continue 
to be the most important of our "invisible ex¬ 
ports." Because of credits recently extended, 
they could readily amount to at least $800 mil¬ 
lion in 1950 — more than $200 million above 
*937 but less than in 1928. In view of our 
greatly expanded merchant marine, our sale 
of freight and shipping services to foreign 
countries might amount to $500 million — 
more than twice the 1937 total and about $130 
million above 1928. Foreign travel and foreign 
government expenditures in the United States 
arc likely to exceed prewar totals. If these two 
items, together with miscellaneous receipts, 
amounted to $500 million, our current receipts 
from foreign countries for invisible items 
would total $1.8 billion, the same as in 1928 
and nearly $700 million above the 1937 total. 

With invisible exports accounting for $1.8 
billion out of a total of $8.7 billion in 1950, 
merchandise exports would amount to $6.9 
billion. Because of the great world need for 
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capital and durable goods and the efficiency of 
American heavy industry in producing them, 
it is entirely possible that automobiles, ma¬ 
chinery and other metal products could ac¬ 
count for nearly half of merchandise exports. 
In spite of their diminished importance, cot¬ 
ton, wheat and flour, meats and fats and oils 
could account for nearly an additional billion 
dollars — less than two thirds of their 1928 
dollar volume. Petroleum exports at half a bil¬ 
lion dollars would be slightly less than in 1928, 
while tobacco products could add another $300 
million. This would leave over $2 billion of 
the $6.9 billion merchandise total to be made 
up by wood, coal, fruits and nuts and all other 
exports, which in 1928 accounted for about 
$1.7 billion. 

Imports 

Striking changes can also be expected in the 
composition of our import trade. Silk and rub¬ 
ber were two of our most important imports 
in the 1920’s, accounting together for over 
$600 million in 1928. Imports of these products 
can hardly exceed $200 million in 1950, because 
of the competition of domestic synthetics. Do¬ 
mestic production of fertilizers and vegetable 
oils has also been stimulated by the war, and, 
although 1950 imports may amount to $200 
million, they will be a much smaller propor¬ 
tion of the total than in 1937, and about the 
same proportion as in 1928. 

On the other hand, we will probably import 
more coffee and sugar with a larger popula¬ 
tion and high income levels in 1950 — perhaps 
$600 million worth, compared with a little 
more than $500 million in 1928. Further deple¬ 
tion of our metal and petroleum reserves dur¬ 
ing the war will also probably mean much 
larger imports of these products. Petroleum 
imports could easily amount to $400 million — 
even though we will undoubtedly continue to 
export large quantities of petroleum products. 
Imports of copper, tin and other nonferrous 
metals and ores could add another $400 mil¬ 
lion. 

Wood and paper products imports were al¬ 
ready growing in relative importance before 



Table 179 

Exports and Imports op Merchandise and Services, 1928 and 1937, 
Compared With Estimates for 1950 

(Dollar Figures in Millions) _ 


hem 


1928 


‘Exports*’ or Current Receipts 
Merchandise 

Cotton and manufactures 
Petroleum and products 
Machinery — all classes 
Automobiles and parts 
Wheat and flour 
Meats, fats and oils 
Iron and steel 
Copper and manufactures 
Tobacco 

Wood and sawmill products 
Coal and coke 
Fruits and nuts 
Other 

Invisible items 
Interest and dividends 
Travel expenditures 
Shipping and freight 
Government items 
Personal remittances 
Other services 

"Imports” or Current Payments 
Merchandise* 

Silk — raw 

Rubber 

Coffee 

Wood and paper 
Wool and cotton products 
Hides and furs 
Sugar 

Copper, tin and ores 
Petroleum 
Fruits and nuts 
Vegetable oils 
Burlaps 

Fertilizers and materials 
Other 

Invisible items 

Interest and dividends 
Travel expenditures 
Shipping and freight 
Remittances and contributions 
Government items 
Other services 


, 9}7 


• 9 SO 

(1940 Prices ) 


56,937 

5,128 

1.055 

5 2 7 

49 * 

502 

194 

187 

180 

170 

*54 

146 

100 

*29 

*.*93 

1,809 

922 
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37 * 
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87 

5 . 9 * 0 
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2 45 

310 

281 

228 

2 73 

207 

185 
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90 

78 

80 

78 

*.534 

1.819 

275 

448 

460 
396 
112 
128 


$ 4>489 

3.349 

428 

378 

479 

64 


43 

300 

94 

*35 

74 

67 

82 

858 

*.*40 

577 

236 

32 

28 

*32 

4.520 

3,084 

*07 

248 

* 5 * 

256 

*85 

*57 

166 

*57 

45 

67 

112 

4 * 

47 

*.345 

*. 43 6 

295 

348 

366 

203 

127 

97 


Per Cent of Total 
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6,900 

700 
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1,200 

900 

IOO 

IOO 
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200 

1.500 
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200 

500 

IOO 

O 

200 
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IOO 
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300 

300 

300 

400 
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IOO 

100 

IOO 

IOO 

2,400 

2,000 

200 

900 

40O 

200 

200 

IOO 


1928 


•9 37 


00.0 

73-9 

*5.2 

7.6 

7 * 

7-2 

2.8 

2-7 

2.6 

2 - 5 
2.2 
2.1 
*.4 
*.9 

18.6 
26.1 
* 3-3 

*•7 

5-4 

3 - 7 
•7 

*•3 

100.0 

69.2 

6.2 
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4*6 
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2-3 
*•5 
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*•4 
'•3 
26.0 
30.8 
4 “ 
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6.7 
1.9 
2.2 


100.0 

74.6 

9*5 

8.4 

10.7 

7-7 
'.4 
1.0 

6.7 

2.1 

1.6 

*•5 

1.8 

19.1 

25.4 
12.9 

3.0 

5-3 

•7 

.6 

2.9 

100.0 
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2.4 
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4 * 
3-5 
3-7 

3 - 5 

1.0 

*•5 

25 

•9 
1.0 
29-7 
31.8 
6.5 

7-7 

8.1 

4 - 5 

2.8 

2.1 


•9 So 


100.0 

79-3 

8.1 

5-7 

13.8 
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1.2 

1.2 
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2-3 

100.0 

73-3 

*•3 
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Sources: 1928 and 1937 figures from 1 Ial B. Lary and As- 
loeiates, The United Slates in the World Economy. Eco¬ 
nomic Series, No. 23, Bureau of Foreign and Domestic 
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Abstract of the United States. I 944 ~ 45 - PP- 54 <^- 4 *- 
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the war and might well reach $500 million in 
1950. Imports of hides and furs, estimated at 
$300 million, would be only 10 per cent above 
the 1928 dollar total. With a somewhat more 
liberal tariff policy, imports of wool and cotton 
products (including raw wool and mohair) 
could easily come to $300 million — more than 
in 1928 and substantially above 1937. 

Imports of fruits and nuts and of burlaps 
might amount to a little more than in 1928, or 
about $100 million each. The wide range of 
products included in ‘‘other imports” in Table 
179 had increased considerably in relative im¬ 
portance by 1937. Estimated at $2.4 billion for 
1950, they would constitute a larger share of 
the merchandise import total than in 1937 or 

1928. 

Probably our largest “import” in 1950 will 
be American travel abroad. In the peak year, 

1929, we spent nearly half a billion dollars for 
foreign travel, and in 1937 about $350 million. 
With the widening spread of American inter¬ 
est in foreign countries, and the dramatic in¬ 
crease in the speed and economy of foreign 
travel made possible by the airplane, travel ex¬ 
penditures may well approximate $900 million 
or more at high levels of prosperity in 1950. 
This would be twice as much as Americans 
spent abroad in 1928, but there is some doubt 
as to whether this total can be achieved unless 
the devastated cities of Europe arc speedily 
restored. 

Personal remittances and institutional con¬ 
tributions, in view of the probable satisfaction 
of immediate foreign-relief needs before the 
end of the decade, have been estimated at $200 
million — about as much as in 1937. Govern¬ 
ment expenditures abroad of $200 million, 
compared with $127 million in 1937, may be 
expected because of the expansion of our mili¬ 
tary and political activities throughout the 
world. 

Two of our invisible imports should decline 
in relative importance, however. The expan¬ 
sion of our own merchant marine will prob¬ 
ably mean that a smaller proportion of our 
larger volume of merchandise trade will be 
carried in foreign vessels. Liquidation of some 


of the foreign holdings of American securities 
during the transition period will result in some 
reduction in interest and dividend payments 
by the United States. Payments for foreign 
shipping and freight services have been esti¬ 
mated at $400 million for 1950 — more than in 
1937, but considerably less than in 1928. Esti¬ 
mated interest and dividend payments of $200 
million are substantially less than in either 
1937 or 1928. With other invisible items esti¬ 
mated at $100 million, or about the same as in 
1937, the total of our current payments for in¬ 
visible imports would thus amount to $2 bil¬ 
lion in 1950. 

On the basis of these assumptions — which 
can be little better than guesses in many in¬ 
stances — we would have an export balance on 
merchandise of $1.4 billion, resulting from ex¬ 
ports of $6.9 billion and imports of $5.5 bil¬ 
lion. This would be partly offset by an import 
balance of $200 million on the invisible items 
— with imports of $2 billion and exports of 
$1.8 billion. The resulting export balance of 
$u billion on current transactions as a whole 
would thus represent our net long-term capital 
export, it being assumed that the inflow and 
outflow of gold and short-term credits would 
be offsetting. 

Creditor Responsibilities 

It is obvious that the United States cannot 
continue indefinitely to export capital with¬ 
out making it possible for foreign countries to 
meet service charges on our investments 
abroad. This does not mean that our “favor¬ 
able" balance of trade has to give way to an 
“unfavorable" balance in the near future. Nor, 
in fact, docs it mean that the aggregate amount 
of our foreign investment ever “has to be re¬ 
paid." Specific loans, of course, must be amor¬ 
tized or repaid according to the terms of the 
contract, or go into default. But our total in¬ 
vestment in foreign countries can be main¬ 
tained — or even continuously increased — al¬ 
ways providing we are willing to accept 
enough imported goods and services to pro¬ 
vide foreign countries with the dollars re¬ 
quired to meet interest and dividend charges 
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and to pay for the goods and services they buy 
from the United States. The true nature of the 
creditor role has been well described in the fol¬ 
lowing words: 

It is often said both here and abroad that the 
United States, by refusing to accept an import 
surplus during the twenties, failed to “act like a 
creditor nation.” In answer to this contention, it is 
sometimes argued that there was no reason why 
this country should have accepted an immediate 
change in its balance of trade. Those who advance 
this argument point out that until 1914 Britain 
had almost continuously had an excess of re¬ 
ceipts on current account — a merchandise im¬ 
port surplus being more than made up by earn¬ 
ings from investments and services such as bank¬ 
ing and shipping. However, it should be re¬ 
membered that Britain acted as a creditor nation 
because it regularly supplied the world with an 
outflow of long-term investments and at the same 
time stimulated imports by a free trade policy. 
The United States, by increasing its tariffs and 
thus refusing to encourage a merchandise import 
surplus, and by not maintaining a sound and pro¬ 
ductive program of foreign lending, failed to ful¬ 
fill its proper function as a creditor nation. 2 ** 

b. FOREIGN TRANSACTIONS IN i 960 

For the United States to "act like a creditor 
nation" during the 1950 decade means that wc 
would continue to export capital — though 
probably at a declining rate. At the same time 
we would have to buy from foreign countries 
increasing amounts of goods and services so 
as to permit them to pay the growing dividend 
and interest charges on our expanding foreign 
investment. If our net capital export (and ex¬ 
port balance) in i960 were ns large in relation 
to gross national product as in 1950, it would 
amount to Si.4 billion. It might be more rea¬ 
sonable to assume that as the total of our for¬ 
eign investments increased, our annual net ex¬ 
ports of new capital would slowly decline, per¬ 
haps to $1.1 billion by the end of the decade.’" 

At this rate, our investments abroad would 
have increased by $11.5 billion during the dec- 

29 . Howard P. Whidden, Jr.. U.S. Foreign Trade and 
world Eeonomy, Foreign Policy Reports, No. 10, Foreign 
roiicy Association, New York, August 1, 1944. 

3 f 0 ’° the assumption that wc would have a nrt cx- 
balance of 0.7 per cent of our assumed Si53 billion 
*"*•. na,ion »l product in i960, as compared with 0.9 per 
^ OI in 1924-1928 and in 1950. A steady decline over the 


adc, which would mean that the total of our 
long-term foreign investments would be in the 
neighborhood of $25 billion in i960. Our in¬ 
terest and dividend receipts, estimated at $1.3 
billion in i960, would be about $500 million 
larger than in 1950. This means that Ameri¬ 
cans would have to buy from foreigners in 
i960 enough goods and services to supply them 
with the dollars required to meet these addi¬ 
tional interest and dividend charges, as well as 
to pay for our other exports to them. How 
this result might be achieved is hypothetically 
illustrated in Table 180. 

If total imports of goods and services (i.c., 
payments to foreign countries) into the United 
States are as large in relation to gross national 
product in i960 as we have assumed for 1950, 
they would amount to $8.6 billion. To provide 
a net capital outflow of $1.1 billion in i960 
would require total exports of goods and serv¬ 
ices (or receipts from foreigners) of $9.7 bil¬ 
lion. This would mean a smaller increase over 
1950, both in dollars and percentage, than in 
the case of imports. 

Both receipts and payments for the invisible 
items can be expected to increase substantially. 
On the “export side," a decade of foreign lcnd- 
ing by the United States would mean a rise in 
interest and dividend receipts from $Soo mil¬ 
lion in 1950 to about $1.3 billion in i960. Travel 
expenditures by foreigners in the United States 
could easily rise by 50 per cent over 1950, or to 
a total of $300 million. In spite of a further 
expansion of American and world trade dur¬ 
ing the decade, the restoration of foreign mer¬ 
chant marines makes it probable that receipts 
for American freight and shipping services 
would not rise above the 1950 level of $500 
million. Our receipts for government and 
other items from foreign countries in i960 can 
be estimated at $300 million, as in 1950. 1 his 
would mean total receipts, or “exports of in¬ 
visibles,” of $2.4 billion in i960, or a rise of 
$600 million over the 1950 total of $1.8 billion. 

Travel expenditures by Americans abroad 

decade at this rate — from Si.2 billion in 1950 «o $1.1 
billion in i960 — would mean an annual average net 
capital export of $1.15 billion per year. 
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Table 180 

Hypothetical Balance op Payments op United States, 1950 and i960 

(In Billions at 1940 Prices) 


Item 

Total 

Merchandise trade 

Invisible items 

Interest and dividends 
Travel expenditures 
Shipping and freight 
Remittances and contributions 
Government items 
Other services 

Net capital outflow 


1950 

Receipts 

Payments 


or 

or 


•'Exports" 

"Imports" 

Balance 

$8.7 

$ 7-5 

*+1.2 

6.9 

5-5 

+M 

1.8 

2.0 

-.1 

.8 

.2 

+.6 

.2 

•9 

-•7 

•5 

•4 

+.1 

.0 

.2 

-.2 

.1 

.2 

—.1 

.2 

.1 

+.1 

_ 

— 

-1.2 


i960 


Receipts 

or 

" Exports " 

Payments 

or 

"Imports" 

Balance 

*97 

$8.6 

$+1.1 

7-3 

6.1 

+1.2 

2-4 

2-5 

-.1 

*•3 

.2 

+I.I 

•3 

M 

-I.I 

•5 

•5 

.O 

.0 

.1 

-.1 

.1 

A 

-.X 

A 

.1 

+.1 

_ 

— 

-X.I 


will undoubtedly continue to be our largest in¬ 
visible import. If we assume an increase of 
about 50 per cent in this item — as in the case 
of foreign travel in the United States — Ameri¬ 
can travel expenditures abroad would amount 
to about $1.4 billion in i960. Urgent recon¬ 
struction needs abroad are unlikely to permit 
an appreciable flow of foreign long-term capi¬ 
tal into the United States; hence interest and 
dividend payments are assumed to remain at 
the 1950 level of $200 million. Our purchases 
of foreign shipping and freight services could 
easily rise by $100 million to a i960 total of 
S500 million, which would mean that a slightly 
larger proportion of our merchandise trade 
would be carried in foreign vessels. With the 
decline in foreign-relief requirements, remit¬ 
tances and contributions might be expected to 
fall to half the 1950 total, or $100 million. Pay¬ 
ments for government and other items arc es¬ 
timated at $300 million, as in 1950. Total pay¬ 
ments for invisible items, according to these 
admittedly speculative estimates, would thus 
amount to $2.5 billion in i960, which would 
mean an '‘unfavorable" balance on these serv¬ 
ice transactions of $100 million, compared with 
$200 million in 1950. 


On the basis of these estimates for the in¬ 
visible items (and our assumptions as to the 
total volume of current transactions in i960), 
merchandise exports would rise to $7.3 bil¬ 
lion in i960, and merchandise imports to $6.1 
billion. If these changes should occur, we 
would still have a positive balance on mer¬ 
chandise trade in i960, but it would be less 
than in 1950 — $u billion compared with 
$1.4 billion. The increase in merchandise ex¬ 
ports between 1950 and i960 would be nearly 
6 per cent, and in imports about 11 per cent. 

The combined export balance on merchan¬ 
dise and invisibles would be $1.1 billion, which 
would equal the net capital outflow assumed 
for i960. 

c. postwar capital needs 

Whether or not these possibilities approxi¬ 
mate the realities, there can be little doubt of 
the world’s vast needs for reconstruction and 
developmental capital, or of our capacity to 
help greatly in meeting them. The destruction 
of productive facilities and other forms of capi¬ 
tal in the war-devastated areas of Europe has 
been far greater than in World War I. Japan 
and eastern Asia, unscathed in the first war, 
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also suffered great damage. Most of this physi¬ 
cal destruction will have to be made good from 
local materials and labor. But there will also be 
a great demand over the next several years for 
machine tools, railroad rolling stock, automo¬ 
biles and other kinds of machinery and equip¬ 
ment, which American industry is eminently 
qualified to supply. 

Developmental Needs 
With much of the industrial reconstruction 
in the more advanced countries completed by 
1950, the capital requirements of the next dec¬ 
ade will be chiefly for developmental purposes. 
Many parts of the world with fabulous re¬ 
sources —- Brazil, for example —arc suffer¬ 
ing from a state of capital underdevelopment 
like that of the United States in the early nine¬ 
teenth century. In such countries, transport is 
inadequate, agriculture low-yielding, and labor 
intensively but inefficiently employed because 
of the lack of adequate tools and equipment. 
Industry is usually on a small-scale handicraft 
basis instead of an efficient combination of la¬ 
bor and machines for high output. 

A detailed list of these countries would cover 
much of the world’s area and most of its popu¬ 
lation. A comparison of the purchasing power 
of the annual national incomes of some of 
these countries provides one rough measure of 
their retarded development. In the years just 
before the war, for example, the purchasing 
power of China's 480 million people was only 
$19 per capita, and that of India's *90 million 
only $28. Thus, more than a third of the entire 
world’s population could not produce enough 
to provide an average income as high as 5 per 
cent of the $589 per capita enjoyed by the peo¬ 
ple of the United States. Russia's 174 million 
people had an average income of only $219; 
Japan's nearly 73 million, only $92; Italy’s 4? 
million, $140; Poland’s 35 million, $ 79 ’* ;,n< * 
Brazil, with a population of 42 million, had a 
per capita purchasing power of only ? 5 °- 
Among the Latin-American countries, only 

31 . Baicd on the official exchange rate rather than 
equivalent purchasing power, which was impossible to 
compute. 


Argentina, Chile and Cuba had average in¬ 
comes of $100 or more. At the other end of the 
scale, the United States, the United Kingdom, 
Canada, Australia, New Zealand, Switzer¬ 
land, Germany, the Netherlands, Austria and 
•Sweden —all of them important capital-using 
countries —had per capita incomes with a 
purchasing power ranging from close to $300 
to nearly $600. But these ten high-income 
countries contained less than one seventh of 
the world's population/’ 

The great differences in per capita income 
and standard of living between the richer and 
poorer countries arc due primarily to dif¬ 
ferences in labor productivity. But produc¬ 
tivity can be raised only by harnessing min¬ 
eral energy to augment human effort, by in¬ 
creasing the supply of tools, machinery and 
other productive facilities, and by training the 
technicians to operate them. Measured in 
terms of productive possibilities, it is clear that 
the world's capital needs arc almost unlimited 
— at any rate far beyond the immediate ca¬ 
pacity of the United States and the few other 
capital-exporting countries to meet them. 

Geographic Shifts 

This condition of world poverty cannot 
quickly he overcome. But it is likely to be chal¬ 
lenged during the postwar era. All nations 
are determined to attain a better life by increas¬ 
ing and improving their productive tools and 
techniques. Many countries have ambitious 
development plans: Brazil, the Amazon Plan: 
Argentina, the Pinedo Plan; Russia, a new 
Five-Year Plan; China, the 10 Year Recon¬ 
struction Plan; and so on. 

These ami other projects involve large capi¬ 
tal requirements. China's program, according 
to one of her spokesmen, would require S5 bil¬ 
lion over the next few years. One estimate 
places Russia's need for American capital over 
the first postwar decade at S3 billion. Latin 
America, according to another estimate, will 
probably need $3-3.5 billion of outside capital, 

12. Preliminary «lau presents «l by Ernest M. ^blin. 
at the Conference on Research in Income ami Wealth. 
Novcmlx-r 1945* 


AMERICA’S NEEDS AND RESOURCES 


largely from the United States, over the next 
decade. 33 

In the case of Asia, if the assumption is made 
that investment will take place at the same rate 
in relation to population and area as in Japan 
during . . . 1900-1936, it can be estimated that 
investment for the first postwar decade would be 
$26.5 billion — $13-6 billion in China, $7.2 bil¬ 
lion in India, $2.2 billion in the Netherlands In¬ 
dies, and $3.5 billion in other areas. Of this total, 
probably two-thirds would have to be supplied 
from sources outside Asia, perhaps one-third from 
the United States. 84 

In the Western Hemisphere, however, Can¬ 
ada cannot be expected to attract much Ameri¬ 
can capital after the war because of its own re¬ 
cent industrial growth. America’s long-term 
investment in that country, which stood at 
about $3.8 billion before the war, will probably 
not increase much. Indeed, Canada, and per¬ 
haps some of the other British dominions, bid 
fair to become net capital-exporting countries. 

A large portion of any new American capital 
invested abroad will undoubtedly be taken up 
by Mexico, the West Indies and Central 
America. In these areas, the United States has 
few outside investor competitors, especially in 
view of the wartime strengthening of political 
and economic tics. South America can also be 
expected to draw a sizable portion of our post¬ 
war investment — Brazil and the northern 
areas of the continent more than the southern 
countries. The dominant foreign interest in 
Argentina and the far south will probably still 
be British, while native capital here and 
throughout the continent will doubtless play 
a larger part than in the past. 

Europe will still be able to offer American 
investment capital a market of fairly high 
absorptive capacity. Germany, however, will 
probably not figure appreciably in the post¬ 
war investment total; while Italy, France and 
other western European countries will be more 
important borrowers. 

The (low of investment funds to the Orient 

33. Whiddrn. op. eit.. p. 122. quoting in part Eugene 
Staley. World Economic Development: Efjects on Ad¬ 
vanced Industrial Countries. International Labor Office, 
Montreal. 19.14. P- 75 -. 

34. Whiddcn, op. eit.. p. 122. 
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will undergo important geographic changes. 
Southeastern Asia, long the favorite object of 
foreign (though not American) investment, 
will probably become less important as a result 
of the competition of synthetic rubber with the 
natural product and the development of non- 
Asiatic sources of tin, tungsten and vegetable 
oils. However, India and the newly awakening 
economy of the Chinese Republic will be in a 
position to absorb much American capital. Be¬ 
fore the war the United States had only a small 
share of foreign long-term investments in 
China — $200 million out of a total of $3.2 bil¬ 
lion in 1931. In the same year, Britain and Ja¬ 
pan each had about 35 per cent of the total. 88 

With Japan out of the foreign investment 
picture for some time to come and England’s 
position as a capital-exporting nation greatly 
weakened, the opportunities for American in¬ 
vestment in Asia are obvious. Russia’s capital 
needs arc also certain to be tremendous, both 
to rebuild the destroyed areas of European 
Russia and to continue the development of 
central and Asiatic Russia. It is still uncertain, 
however, whether political relations will be 
such as to encourage American investors to aid 
that country in the development of its vast re¬ 
sources. As for the rest of the world, Australia 
and New Zealand will look more and more to 
themselves for new capital supply, though 
Britain and America will still be the favorite 
outside sources. Africa will undoubtedly still 
rely upon Europe, as in the past. 

The flow of American investments will be 
influenced to some extent both in volume and 
direction by the operations of the International 
Bank for Reconstruction and Development. It 
is expected that the largest part of the securi¬ 
ties issued by the Bank, at least during the 
earlier years of its operations beginning in 
1947, will be placed in the American market. 
These securities arc likely to be an addition to 
the funds that will be forthcoming from 
American businessmen interested in direct in¬ 
vestments abroad or from the Export-Import 

35- Estimates of C. F. Rcmcr, Foreign Investments in 
China, as discussed by Lewis L. Lorwin in International 
Economic Development. Technical Paper No. 7, National 
Resources Planning Board. 1942, pp. 51, 53. 
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Bank, which will make loans to finance Amer¬ 
ican foreign trade and to protect American in¬ 
terests abroad. 

In accordance with its statutes, the Bank 
will make loans for developmental purposes 
in areas where private capital might not other¬ 
wise venture. The result will thus be to diver¬ 
sify American holdings abroad. Also, as the 
operations of the Bank develop they will stim¬ 
ulate international trade and international fi¬ 
nancing, in which the United States is bound 
to have a substantial share. 

5. Foreign Investment Problems 
It is often said that the best contribution the 
United States can make to world prosperity is 
to maintain “full employment at home" This 
is undoubtedly true —though subject to cer¬ 
tain qualifications — as demonstrated by our 
experience during the interwar period. Sub¬ 
stantially full employment and a high rate 
of industrial activity during the last half of the 
i92o’s resulted in a larger volume of imports 
and exports than ever before in our peacetime 
history. Those years of domestic prosperity 
enabled us to maintain a larger outflow of capi¬ 
tal to the rest of the world than all the other 
creditor countries combined. 

Full Employment and Imports 
Full employment at home during the post¬ 
war years would mean high production levels 
and correspondingly large purchases of for¬ 
eign raw materials, which bulk so large in our 
total imports. Domestic prosperity would also 
mean a high rate of consumption and greater 
purchases of foreign as well as domestic goods 
and services. Because of the great importance 
of the United States in world markets, our 
own prosperity would go far toward enabling 
other countries to maintain high levels of in¬ 
come and employment and carry forward 
their development programs. All of this would 
mean expanded markets for the goods and 
services we have to sell to the rest of the world. 


ness decisions will have the greatest influence in 
determining whether or not there will be vigorous 
economic developments throughout the world is 
also the country whose export trade prospects arc 
most favorably influenced by the world economic 
development. 3 '’ 

However, although full employment at 
home and abroad is essential to the maximum 
flow of international trade and investment, it is 
not enough to ensure it. Indeed, a national 
"full employment policy" that sought to pro¬ 
tect the status quo of every home industry 
against the threat of foreign competition and 
to preserve the domestic price and employ¬ 
ment structure by dumping surpluses in world 
markets would obviously disrupt, rather than 
promote, world commerce — even though such 
a policy of economic isolation were temporar¬ 
ily successful in achieving the goal of full em¬ 
ployment at home. As the experience of the 
1930'$ demonstrated, however, such a policy 
is self-defeating in the long run — especially 
for a major creditor nation like the United 
States. 

A creditor status requires more than stame 
prosperity at home and abroad. It also implies 
reasonably steady continuity in the outward 
flow of investment capital. 

But, most of all, it necessitates a willingness 
to accept increasing amounts of imported 
goods and services in payment for interest and 
dividends on foreign investments. Capital ex¬ 
ports during the 1950 decade on the scale sug¬ 
gested above would mean that our net receipts 
of interest and dividends would total more 
than a billion dollars annually bv u/.o — or 
close to half of our total merchandise imports 
in 1938. If we continued to export capital dur¬ 
ing the remainder of the century (as Britain 
did during the nineteenth century) even at 
a sharply declining rate in relation to gross na¬ 
tional product —our net foreign investment, 
and therefore our net receipts of interest and 
dividends from abroad, could easily double by 
the end of the century. 


• • .for American exports arc typically cither 
high-income goods or goods needed in develop¬ 
ing production. . . . Thus, it so happens that the 
country whose governmental policies and busi¬ 


er.. Wl.ititlm. or- c.r.. |». >-S. quot.ne from fcu*c«ie 
Staley. lloflJ Feunotnic Dertlopment: 10<<H ** ■"* 
ran.lj InJutirial Count,n. Inter national Labor Olluc. 
Montreal. 19-14. PP- 
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Such a program o£ investment abroad 
would be well within our capacity. But it 
would necessitate an equivalent unfavorable 
balance, or an import surplus, on the total of 
the other items in our balance of payments. 
Even this would not necessarily mean an un¬ 
favorable balance on merchandise trade. 
American foreign travel expenditures arc an 
invisible import that could easily exceed $2 bil¬ 
lion per year long before the end of the cen¬ 
tury and thus offset the entire surplus of divi¬ 
dend and interest receipts. 

But a capital export program, even on the 
modest scale illustrated above, would un¬ 
doubtedly require a much larger relative rise 
in merchandise imports than in exports. In 
the last analysis, this could come about only 
through a substantial cut in our high pro¬ 
tective tariffs on such products as textiles, pot¬ 
tery, cutlery and watches, in which foreign 
manufactures can compete successfully with 
American goods. The only alternative to our 
ultimate acceptance of payment in kind for 
our capital exports is a repetition of the dis¬ 
astrous collapse of our foreign investments in 
the early 1930's — unless we arc willing to ac¬ 
cept payment in gold. In cither event we 
might just as well have made a gift of our ex¬ 
port surplus in the first place. 

Political and economic conditions in the po¬ 
tential borrowing countries will, of course, also 
strongly influence the direction and volume of 
our postwar investment. Although the poten¬ 
tial capital needs of undeveloped countries 
may be almost unlimited, the new investment 
a debtor country can absorb in any one year 
is definitely limited. These limits are imposed 
by the availability of skilled and unskilled 
labor in the borrowing country and by the 
danger that local inflation would result from 
too large a diversion of local labor and ma¬ 
terials from consumer goods to capital invest¬ 
ment projects stimulated by foreign loans. 

Political Factors 

Political stability in the borrower country 
is even more important. American private in¬ 
vestors will obviously not be willing to risk 


their funds in a country whose political at¬ 
mosphere is hostile to private ownership or 
where a violent political overturn may bring 
debt repudiation or nationalization of foreign- 
owned properties. The test of political accept¬ 
ability will be even more important in the case 
of intergovernmental loans, which promise to 
constitute a larger proportion of foreign lend¬ 
ing in the next few years than after World 
War I. If any future foreign investment pro¬ 
gram is to be successful, a way must also be 
worked out whereby the private creditor or 
government agency can be induced to venture 
abroad (whether for immediate profit or in a 
collaborative effort to increase the material re¬ 
sources of the world) without requiring such 
close control over the project as would prompt 
charges of “dollar imperialism." And the 
debtor country must keep national pride from 
frightening away needed and legitimate for¬ 
eign investment. 

Avoidance of defaults on foreign loans like 
those that have frightened foreign investors 
in the past will be another important problem. 
This may call for new and more flexible forms 
of investment, greater emphasis on equity 
and direct investments, experimentation with 
joint undertakings in which both local and 
foreign private capital participate, and various 
kinds of joint and mixed corporations involv¬ 
ing both private and public capital. 

Equity investments have the obvious ad¬ 
vantage of permitting flexible payments and 
avoiding outright defaults. They also encour¬ 
age a greater interest in proper management 
of the enterprise — if local as well as foreign 
capital participates in the venture. 37 

Direct investment is probably the best way 
of attaining a balanced union of local and for¬ 
eign capital, if a tight dictatorial control by the 
home corporation can be avoided. Recent at¬ 
tempts at decentralized control, through in¬ 
clusion of local management interests, have 

37. Eric A. Johnston, after a trip around Latin Amer¬ 
ica. emphasized that South American governments and 
businessmen would welcome American venture capital 
and management into ioint private corporations, and 
urged United States businessmen "down the broad ave¬ 
nues of exploration and not the blind alleys of exploita¬ 
tion." New York Timer. March 18, 1943. 
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been successful and may invite further de¬ 
centralization in the future without violating 
proper supervision from the home office. For¬ 
eign investment in local enterprises may also 
be made under a plan whereby the home cor¬ 
poration will eventually sell its properties to 
local interests. 

The awkward political results of some past 
foreign capital undertakings have supported a 
recent tendency to place foreign investment 
under greater government supervision. But if 
future supervision is formalized, in contrast to 
the informal supervision of the past, political 
relations will undoubtedly be strained when 
an individual project turns out badly. In any 
ease, the United States has never formally su¬ 
pervised private foreign investments in the 
past, and it is questionable how successful such 
supervision would be in the future. One pos¬ 
sible type of investment, standing midway be¬ 
tween private and public investment, is the 
joint participation of private and government 


funds and management in the same enter¬ 
prise. 

Solely government-financed corporations 
have made considerable headway in recent 
years. One such domestic corporation operat¬ 
ing internationally is the Export-Import Bank. 
An interesting undertaking of this bank has 
been its support of locally financed govern¬ 
ment corporations, notably the Haiti Develop¬ 
ment Corporation. 

The government corporation may also take 
the form of joint participation by two gov¬ 
ernments, either two creditor countries operat¬ 
ing in one local area, or a creditor and a debtor 
country operating in the debtor's territory. 
The advantage of a mixed government cor¬ 
poration of creditors and debtors is the same 
as in the private field: the appearance of "for¬ 
eign domination" is reduced. This type of en¬ 
terprise should also stimulate the development 
of local responsibility to ensure wise use of the 
investment funds. 
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CHAPTER 22 


THE LABOR FORCE 


Previous chapters of this report have in¬ 
cluded estimates of the demands and needs 
for various kinds of consumer goods and serv¬ 
ices, capital goods and government services — 
all at assumed high levels of employment, pro¬ 
duction and income in 1950 and i960. In this 
and the following three chapters an attempt is 
made to assess the capacity of our labor force, 
our natural resources, our agricultural land 
and equipment, and our industrial and com¬ 
mercial facilities to meet these requirements. 

These arc the elements that taken together 
determine our ability as a nation to produce 
the goods and services needed in peace or in 
war. Our productive capacity depends upon no 
single one of these factors but upon the bal¬ 
ance and relationship among them. At the 
time of the Civil War, the United States was 
even richer in natural resources and arable 
land than today, but our capacity to use these 
resources was limited by shortage both of la¬ 
bor and capital facilities. India today has huge 
supplies of labor, and China has abundant re¬ 
sources as well. But their productive capacity 
is limited by a deficiency of modern plant and 
equipment. Countries like Belgium and Great 
Britain, on the other hand, arc well supplied 
with productive facilities and have highly 
skilled labor supplies, but they arc poor in 
natural resources. Hence their capacity to pro¬ 
duce depends upon their ability to import food 
and raw materials. 

What a country lacks most sets the limit to 
>ts productive capacity, and the ability to use 


By J. Frederic Dlwiiurst, Economist of the 
wentieth Century Fund and Research Director 
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p KY> Principal Economic Consultant, Bureau of 
tratio mCIU Sccurily ’ S*** 3 ' Security Adminis- 


any of the factors of production is so depend¬ 
ent on the supply of the others as to make a 
surplus of one useless — except as it sets up 
pressures to increase the supply of the others. 
The experience of the United States during the 
war years is an example. When the defense 
program was launched in the summer of 1940 
we had a more than adequate labor supply, for 
there were several million unemployed, but we 
lacked the kind of specialized capital facilities 
needed to produce ships, aircraft, tanks and 
other munitions of war. Despite the rapid ab¬ 
sorption of able-bodied men into the armed 
services, the conversion of much existing plant 
and equipment to military products, and the 
hurried construction of new productive facili¬ 
ties, it was not until the fall of 1942 that we 
had the necessary physical plant to absorb our 
labor surplus and reach a level of "full em¬ 
ployment." 

From that time until after the German col¬ 
lapse, manpower was the principal ceiling lim¬ 
iting capacity to produce. Although we were 
still far from the total mobilization achieved 
in Germany and Russia, our labor force had 
apparently reached its maximum possible si/e 
under then existing pressures and incentives. 
This condition of labor shortage rather than 
labor surplus had not occurred during the pre¬ 
ceding two decades, but it was more or less 
characteristic — though in less acute form — 
of our long period of national expansion. In 
fact the pace of economic progress in the 
United States in the second hall ol the nine¬ 
teenth century and the first decade of the twen¬ 
tieth was limited largely by scarcity of man- 
|K>wcr. Apart from occasional periods of busi¬ 
ness slack, we utilized all the human resources 
at our disposal, and tip to World War I, we 
absorbed a continuous llood of immigrants in 
building up our industrial plant and railroad 
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system, developing natural resources and colo¬ 
nizing the western frontier. 

During the 1920*5 the situation appears to 
have changed somewhat. With a generally 
high level of business activity, we had a suffi¬ 
cient labor supply to meet all demands, in 
spite of shrinking immigration. The severity 
and duration of the depression after 1929 made 
it appear to many as a turning point in the 
economic history of the United States, rather 
than a phase of the business cycle. This inter¬ 
pretation of events was apparently confirmed 
by the extremely slow progress in the reab¬ 
sorption of the unemployed after 1933. The 
possibility of fully absorbing the unemployed 
seemed remote and uncertain in those years, 
in spite of the relatively full employment of 
the late i92o’s. Many believed that a chronic 
scarcity of work opportunities would be char¬ 
acteristic of the “mature” stage reached in the 
evolution of our economy. 

Whether this theory of the mature economy 
is valid or not, large-scale unemployment may 
again appear during the postwar transition, 
and we may have to seek ways and means of 
ensuring work opportunities for able-bodied 
men and women. However, this study is con¬ 
cerned less with the problems of transition 
than with the probable size and character of 
the labor force as a factor in our capacity to 
produce during the 1950 decade. 

1. Characteristics of Labor Force 

The labor force includes a great variety of 
different kinds of workers engaged in a wide 
range of jobs. Although the majority arc em¬ 
ployees working for wages or salaries at regu¬ 
lar full-time jobs, some 10 million of them — 
or one out of five — are sclf-cmploved as busi¬ 
nessmen, farmers, professional men, retail 
merchants and independent craftsmen. Their 
welfare does not depend upon whether they 
have jobs or not; upon the success of their op¬ 
erations depend the jobs of others. 

Among the employee group arc many who 
neither have nor want full-time jobs: summer 
farm workers, extra help during the Christ¬ 
mas season, students working after school. 
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waitresses working two or three hours a day 
and domestic servants working two or three 
days a week. Some, on the other hand, fill two 
or more jobs during the year — for example, 
the schoolteacher with a vacation job in a chil¬ 
dren’s camp —while a few hold down two 
jobs concurrently. 

The size of the labor force varies from 
month to month and even from day to day. 
There is a definite seasonal rhythm, with an 
influx of new workers after the closing of 
schools and colleges, at harvesttime and dur¬ 
ing the spring season, and in retail stores dur¬ 
ing the Christmas rush. Between the high 
point in July and the low point in January, the 
variation is at least 4 million, while the num¬ 
ber who belong to the labor force in certain 
seasons and withdraw from it at other times 
of the year is probably twice as large. 1 (See 
Appendix 1.) 

Apart from these seasonal ups and downs, 
the size of the labor force appears to be af¬ 
fected to some extent by cyclical variations in 
the demand for labor. When the family bread¬ 
winner loses his job in the midst of a severe 
depression, some of his dependents may start 
looking for work and thus become part of the 
labor force. Whether or not they are successful 
in finding work, they may remain in the labor 
force as long as the head of the family is un¬ 
employed, and sometimes after that. Thus, un¬ 
employment of 15 million workers, as in 1933, 
may involve an “inflation" of the labor force, 
and therefore of unemployment, by from one 
to three million persons. 

An unusually heavy demand for labor may 
also affect the size of the labor force. Thus our 
civilian labor force at the peak of the war ef¬ 
fort included persons who had retired because 
of old age or physical handicaps, married 
women normally engaged in housework, boys 

1. “The work force is not a fixed group of people. In¬ 
deed. there is constant movement into and out of the work 
force. Usually there arc three or four million more job 
seekers in July than in January. In a year there are usually 
about ten million persons who have been in the work force 
only part of the year. Thus if the work force averages 55 
million persons, it will have had during the course of a 
year 6s million or more different persons in it." Sumner 
H. Slichter, "More Job Givers Wanted," Fortune. October 
1945 - 
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and girls not yet graduated from school — al¬ 
together several million who, under normal 
peacetime conditions, would not have been 
members of the labor force. 

Aside from these repetitive seasonal varia¬ 
tions and the occasional cyclical changes that 
occur only at extremely high — or low — lev¬ 
els of business activity, the size of the labor 
force seems remarkably steady. In a very care¬ 
ful analysis of wartime changes in the labor 
force, Clarence D. Long concludes that 

the propensity to be "in the labor force" seems 
one of the most stable elements in the labor mar¬ 
ket, varying hardly at all except in long, slow 
trends, requiring years to consummate. It may be 
that the peacetime propensity is based not upon 
mere impulse, but upon deeply rooted habits, on 
the size and composition of families, on institu¬ 
tions of child care, education, and old age de¬ 
pendency, on the concentration of population, and 
on the structure and geography of industry. The 
labor force evidently docs not expand or shrink 
under ordinary economic pressures. 2 

2. Long-Term Trends 
The labor force in the United States has ex¬ 
panded in the past along with population 
growth. The proportion of gainful workers 
both to the total population and to the number 
to years of age or over increased before World 
War I. Since then the first ratio has remained 
almost stationary, while the ratio of workers 
to population 10 years of age or more has de¬ 
clined. The Census of 1940 also suggests a fur¬ 
ther decline in the proportion of almost all age 
classes in the working force (although this 
trend may be due partly to changes of classifi¬ 
cation between the two census years). 

These long-term trends in the size of the 
working force have been accompanied by 
changes in its composition and its occupational 
and industrial distribution. Child labor has 
become less and less important; there has been 
a trend toward earlier retirement from work; 
but the proportion of women in the labor force 
has steadily increased. Agricultural occupa¬ 
tions have diminished in importance as coin- 


a. Clarence D. Long, The Labor Force in U'jrnme 
America. Occaiional Paper No. 14. National Bureau ot 
Economic Research, New York. 1944. P- * 7 - 


merce and industry, and more recently the 
service trades, have shown rapid relative gains. 
Another marked trend has been toward cleri¬ 
cal and professional work and away from the 
more arduous manual occupations. 

a. SIZE AND GROWTH 

According to the last census, 53,299,000 per¬ 
sons were members of the labor force in the 
last week of March 1940.* This total —which 
would mean an average for the year of about 
54.4 million —comprises persons who were at 
work for pay or profit in that week (including 
members of the armed forces), those working 
without pay in a family enterprise, those with 
a job but temporarily absent from work and 
those who were unemployed and seeking 
work. The 1940 labor force comprised 40.5 per 
cent of the total population and 4^.3 per cent 
of the number who were 10 years of age and 
over. The working force in 194° represented a 
larger proportion of the total population than 
at any earlier period, but a smaller fraction of 
the population 10 years of age and over than 
in the early decades of this century. 4 

From 1870 to 1910, the number of workers 
almost trebled and a steady increase occurred 
in the proportion of the population engaged in 
gainful work. Since 1910 the working force has 
grown just about as rapidly as the population 
as a whole, but somewhat less rapidly than the 
population 10 years old and over. 

These trends reflect diverse influences. '1 be 
gradual aging of the population has meant 
fewer children and a larger proportion in the 
working ages. i.c.. a faster growth of the adult 
population than of the total population. ( hiUI 
labor increased steadily from 1 * 7 ° through the 
last decade of the nineteenth century, but has 
declined continuously since then, and almost 
reached the vanishing point in 1940. 1 he pro¬ 
portion of women in the labor force has risen 
substantially during the past several decades. 
In fact the most important influences on the 

3. Corrected f. K urc: originally the Census reported 5 2 8 
million in the labor <orcc. , . . , 

4 Table 181 and Appendix 29 explain the difference* 
between the concept of • gainfully occupied/ used up to 
1930. and that of "labor force/ used in the 1910 Census. 
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Table 181 

Growth of Labor Force in United States, 1870-1940* 


(Population and Gainful Workers in Millions ) 


Year 

Population 

Persons so Years of Age and Over 
Gainfully Occupied or in Labor Force 

V 

Number 

Per¬ 
centage of 
Population 

-* 

Percentage of Popu¬ 
lation 10 Years 
of Age and Over 

r 

Total 

so Years of 

Age and Over 

1870 

39-8 

29.I 

12.9 

32-5 

44.4 

1880 

50.2 

36.8 

17.4 

34-7 

47-3 

1890 

62.6 

47-4 

23-3 

37-2 

49.2 

1900 

76.0 

58.0 

29.I 

38-3 

50.2 

I91O 

92.0 

71.6 

37-4 

40.6 

52.2 

1920 

105.7 

82.7 

42.4 

40.1 

5 I# 3 

* 93 «> 

122.8 

98.7 

48.8 

39-8 

49-5 

193° 

122.8 

98.7 

4 ?’ 6 ! 

38.8 

48.2 

x 94 ° 

131.7 

I IO.3 

53 - 3 b 

40.5 

48.3 


a. Bureau of the Census. Comparative Occupation Statistics lor she United States, 1870-1940. 
Washington, 1940, Tabic II, p. 13. Table XIV, p. 91, and Table XXI. p. 100. Lower figures in 
above table for 1930 and 1940 represent "labor force": upper figures for 1870 to 1930 represent 
"gainfully occupied," which represents a somewhat wider coverage. 

b. For 1930, estimated number of persons 10 years and over in labor force; for 1940. adjusted 
number of persons 14 years and over in labor force. Number of persons 10-13 years old in labor 
force in 1940 was negligible. 


size and growth of the labor force over the past 
several decades have been changes in its age 
and sex composition. 

b. sex and ace composition 
A large part of the growth in the labor force 
and the proportion of population gainfully oc¬ 
cupied has been due to the rapid expansion of 
female employment. Almost seven times as 
many women were engaged in gainful work 
in 1940 as in 1870, whereas the number of male 
workers increased only three and a half times. 
The proportion of women with gainful occu¬ 
pations has doubled since 1870 (aside from the 
effects of the war, which further increased 
female employment) — from 13 per cent of 
all females 10 years old and over to 26 per cent 
of those 14 years of age and over in 1940. In 
contrast, the proportion of males in the labor 
force has remained around 75 to 80 per cent of 
all those 10 years old and over, with a moder¬ 
ate increase between 1870 and 1910 and a 


roughly comparable decline since that year. 
This reversal of trend appears to be due chiefly 
to changes in the proportion of male children 
employed. (Sec Table 182.) 

With one gainful worker out of four a 
woman in 1940, as compared with one out of 
five in 1920 and only one out of seven in 1870, 
this shift of women into work outside the 
home is clearly a long-term trend which may 
be expected to continue in the future. It is 
attributed by the Census not only to lessened 
resistance to women in the labor market and 
increased opportunities for them to secure vo¬ 
cational and professional training, but also to 
decreasing family responsibilities. 

.This trend of women into gainful pursuits out¬ 
side the home doubtless is closely associated with 
a number of other changes, such as smaller fami¬ 
lies, the transfer to the factory of much produc¬ 
tive work formerly done in the home, the in¬ 
crease in labor-saving equipment and conven¬ 
iences in the home, and the increasing desire of 


542 










THE LABOR FORCE 


Table 182 

Number and Proportion of Male and Female Gainful Workers, 1870-1940 


Year 


1870 

1880 

1890 

1900 

1910 

1920 

1930 

1930 * 

194°“ 


Number 


Percentage of 
All Gainful Worker* 


Percentage 
of Population 
to Years Old and Over 


Mate 

Female 

'stale 

Female 

Stale 

Female 

(In blilhons ) 





11.0 

*•9 

85.2 

.4-8 

74-9 

> 3-3 

14.7 

2.6 

84.8 

> 5 * 

78.7 

14-7 

* 9-3 

23.8 

4.0 

5-3 

82.8 

81.7 

•17.2 

18.3 

79-3 

80.0 

* 7-4 

18.8 

29.9 

7-4 

80.I 

* 9-9 

80.8 

21.5 

33.8 

8.6 

79.6 

20.4 

79-9 

21.4 

38.X 

10.8 

78.O 

22.0 

76.2 

22.0 

37 ° 

10.4 

78.I 

21.9 

82.1 

23.6 

40.3 

13.0 

75.6 

24-4 

79-7 

25.7 


Source: Bureau of the Census. Comparative Occupation Statistic* for the United States. 1870-940. 
Washinston. 1940. Tabic XIV. p. 91. Tabic II. P * 3 - 

a. For these years figures arc in terms of labor force: ratios in mo nyh'-haiul columns .n terms 
of population 14 years old and over. 


women for economic independence. Increased op¬ 
portunity for women to secure work outside the 
home came with the increased openings for 
women in the professions and in clerical, sales, 
and kindred pursuits. 5 


Increased participation by women in the la¬ 
bor market is largely a mere shift from "non¬ 
gainful" work inside the home to gainful em¬ 
ployment outside. Indeed, it is probable that 
women as a group have always “worked just 
as hard" as men, even though they have not 
received statistical recognition for their efforts 
since homemakers, to borrow a census phrase, 
arc “nongainful females.” The Census points 
out that “The proportion of men who arc gain¬ 
ful workers is roughly the same as the propor¬ 
tion of women who arc gainful workers plus 
the proportion who arc homemakers and 
adds that “Similar relationships doubtless 
would be shown for earlier census years (i.c., 
before 1870), if the necessary figures were 
available.” 

The most striking changes in the age com- 

5 . Bureau of the Census Comparative Occupation Sta- 
titties for the United States. 1870-194 Washington. 
*940, p. 90 . 


position of the working force have been among 
the youngest and the oldest age groups. Child 
labor, both male and female, expanded stead¬ 
ily from 1870 to 1900, when 26 per cent of all 
10- to 15-ycar-old boys, and 10 per cent of girls 
of the same ages, were gainfully occupied. 
After 1900 the gainfully occupied proportion 
of both sexes fell steadily, anti abruptly after 
1920. Gainful employment of younger chil¬ 
dren had virtually ceased by 1940. Although 
the 1940 Census failed to enumerate the 10-13- 
year-olds, only 35 per cent of the 14-19-) car-old 
boys, and 19 per cent of the girls, were mem¬ 
bers of the labor force, as compared with 40 per 
cent and 23 per cent, respectively, in * 93 °- 

(See Table 183.) c 

Throughout the entire period alter 1070, 
more than twice as many boys as girls were 
gainfully occupied, and over two thirds of the 
boys were engaged in agricultural pursuits. At 
the peak of child labor in 1900, some 18 per 
cent of the io-15-ycar-old boys were farm 
workers and less than 8 per cent were in non- 
agricultural pursuits, while only 4.4 per cent of 

6. Ibid.. Table II. p. < 3 - 
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Tablb 183 


Percentage op Persons Gainfully Occupied, by Ace and Sex, 1870-1940 


Year 


Male 



Female 


ro-ts 

Years 

16-64 

Years 

65 Years 
and Over 

to-ss 

Years 

16-64 

Years 

65 Years 
and Over 

1870 

19.3 

a 

a 

7.0 

A 

A 

1880 

24-4 

a 

A 

9.0 

A 

A 

1890 

25.9 

91.7 

73.8 

10.0 

X9.6 

8.3 

1900 

26.1 

92.2 

68-4 

10.2 

21-4 

9.1 

1910 

21.7 

93-0 

63.7 • 

8.1 

25.1 

8.9 

1920 

16.8 

93-3 

60.2 

5*8 

25-4 

8.0 

* 93 ° 

6*4 

90.6 

58.3 

2.9 

26.8 

8.0 

,93 °! 

* 

• 

. 53-9 

A 

A 

7-3 

x 94 ° b 

• 

• 

42.2 

A 

A 

6.0 


Source: Bureau of ihe Census, Comparative Occupation Statistics lor the United Stater, 1870-1940. 
Washington, 1940, Table D, p. 13, Table XV, p. 9a, and Tabic XVI, p. 93. 

a. Not available. 

b. Figures for 1930 on basis of "estimated labor force" and for 1940 on basis of "adjusted labor 
force.” The 1940 Census did not enumerate children from 10 to 13, hence comparisons with earlier 
census years arc impossible; but child labor was almost nonexistent in 1940. 


the girls were in agriculture, as compared with 
5.8 per cent in other occupations. With the 
widespread sentiment against child labor these 
proportions have since fallen sharply, but in 
x 93° — and doubtless also in 1940 — the rela¬ 
tive importance of agriculture as a children’s 
occupation had actually increased. 1 

At the other end of the age scale, there has 
been a marked decline — though less pro¬ 
nounced than in the case of children — in the 
proportion of gainfully occupied among men 
over 65 years of age. This long-term trend is 
related to the changing character and declin¬ 
ing importance of agriculture, which is an in¬ 
dustry adapted to the capacities of both the 
young and the old, and in the last decade to 
some extent, perhaps, also related to the old- 
age-security program. Nearly three out of four 
of the men 65 years old and over were gain¬ 
fully occupied in 1890, as compared with less 
than half in 1940. Employment of women over 
65, which has never amounted to as much as 
10 per cent of that age class, has also declined 
since 1900. 

7. Ibid.. Table XVIII, p. 97. 


In the 16- to 64-ycar-old age group a slight 
decline has occurred in the case of men — due 
largely to greatly increased high school and 
college attendance at the lower levels of this 
age group. Among women, as pointed out 
above, there has been greatly increased partici¬ 
pation in the labor force, especially at the lower 
age levels. 

With the progressive aging of the popula¬ 
tion, the labor force has come to consist more 
largely of those in the upper age groups — 
from 45 to 64 years old. The median age of 
male gainful workers 10 years old and over in¬ 
creased from 32.9 years in 1890 to 37.4 years in 
1930. For females the median increased from 
24.2 years in 1890 to 30.1 in 1930.® A further 
increase in the median age undoubtedly oc¬ 
curred in 1940. 


C. OCCUPATIONAL AND INDUSTRIAL TRENDS 

Marked changes have also occurred in the 
occupational and industrial composition of the 
labor force since 1870, largely reflecting long¬ 
term trends that can be expected to continue in 

8. Ibid., p. 95. 
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Per cent of gainful workers 



Domestic and personal service 


\ N N \ \ \ ' \ ' S \ 

Professional and 

V\V ' ' ' \ \ \ \ 


Figure 23. Changing Composition of American Labor Force, 1870-19^0 
Source: Table 184 for 1870-1930; figures for 194*' -* rc oiiuwic*. 
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Table 184 

Distribution of Gainful Workers by Occupational Divisions, 1870-1930 

Percentage Distribution Number 


> 


Occupational Division 

1870 

1880 

1890 

1900 

1910 

1920 

1930 

1870 

1930 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

(In Thousands') 

12,925 48,830 

Agriculture 

53.0 

49.4 

42.6 

37-5 

31.0 

27.0 

21-4 

6,850 

10,472 

Forestry and fishing 

0.5 

0.6 

0.8 

0.7 

0.6 

0.6 

0.5 

60 

250 

Extraction of minerals 

M 

17 

1.9 

2-4 

2.6 

2.6 

2.0 

187 

984 

Manufacturing and mechani¬ 
cal industries 

20.5 

22.1 

237 

24.8 

28.5 

30-3 

28.9 

2,643 

I 4 » XXI 

Transportation and communi¬ 
cation 

4.2 

4.8 

6.0 

6.7 

7-i 

7-3 

7-9 

540 

3.843 

Trade 

6.8 

7-9 

8.8 

10.6 

97 

10.0 

12.5 

879 

6,081 

Public service (not included 
elsewhere) 

0.7 

0.8 

0.9 

1.0 

1.2 

x *7 

1.8 

90 

856 

Professional service 

2.6 

3-* 

3» 

4.1 

4.6 

5.1 

6.7 

342 

3754 

Domestic and personal service 

97 

8.8 

9.6 

97 

10.x 

8.0 

XO.I 

1.253 

4.952 

Clerical occupations 

0.6 

°9 

2.0 

2-5 

4.6 

7-3 

8.2 

82 

4,025 


Source: Bureau of the Census. Comparative Occupation Note: Discrepancies in additions are due to rounding. 
Statistics for the United States, 1870-1940, Washington. 

1940, Tabic XXI. p. too, and Table XXII, p. 101. 


the future. Technological progress has made it 
possible for us to produce an ever-increasing 
quantity of physical goods with a decreasing 
proportion of the labor force. More than three 
fourths of the labor force were engaged in the 
production of physical goods — agriculture, 
forestry and fishing, extraction of minerals, 
and manufacturing and mechanical industries 
— in 1870, with more than half in agriculture. 
By 19^0 only 21 per cent were in farming and 
only 5$ per cent in all phases of production. 
(Sec Table 184.) 

In contrast with these trends, trade, clerical 
and service occupations have grown much 
more rapidly than the labor force as a whole. 
Clerical occupations expanded from less than 
one per cent of the total to more than 8 per 
cent between 1870 and 1930; while the pro¬ 
portions in professional and in public service 9 

9. The "public service" clarification docs not include 
nil government employees. Teachers, professor*, lawyers. 
1 tc.. employed by government units arc classified in ""pro¬ 
fessional service." clerical employees under "clerical occu¬ 
pations," etc. Ibid., p. tot. 


more than doubled, and in transportation and 
communication, and trade, almost doubled. 
The proportion of workers engaged in do¬ 
mestic and personal service, which accounted 
for 30 per cent of all female workers in 1930, 
showed little change during the 1870-1930 pe¬ 
riod. In general the growing importance of 
white-collar and office jobs during the past sev¬ 
eral decades has accompanied the increasing 
proportion of women in gainful work. 

Because of changes in classification the com¬ 
parisons in Table 184 cannot be continued for 
1940, but a very rough industrial comparison 
between 1930 and 1940 is possible, as follows: 10 

10. The industrial classification of the labor force in 
1940 does not include 2.5 million persons who were on 
public emergency work at the time of enumeration, and 
800.000 new workers. Furthermore, industrial affiliations 
were not ascertained for 700.000 employed workers and 
600.000 persons scckinc work. The available data cover 
48.163.000 persons cither working or seeking work, or 
91.3 per cent of the total labor force; while in 19JO, 
47,492.000 gainful workers (i.c., 97.3 per cent out of the 
total of 48.830.000) were classified by industries. Sec Bu¬ 
reau of the Census. Population, Vol. V, 1940, p. 16, n. 3. 
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'930 1940 

{In Millions) 


Total 

47-5 

48.2 

Agriculture 

10.5 

8.8 

Forestry and fishing 

•3 

.1 

Mining 

x .2 

x.o 

Construction 

2.6 

2.8 

Manufactures 

11.8 

11.5 

Transportation and communication 
(excluding postal service and ga- 

rages) 

3-7 

3-3 

Trade (including garages and bust- 

ness and repair service) 

6.5 

9.1 

Finance, insurance, real estate 
Personal and domestic service 

1-4 

i -5 

4.8 

4-4 

Professional service (including 

amusement) 

3-4 

3-9 

Government, including postal serv- 

ice 

i -3 

x.8 


On the basis of this rough comparison, the 
Census data for 1870-1930 have been extended 
to 1940 in Figure 23. Although the percentage 
distribution for 1940 is only an approximation, 
it indicates a continuance during the 1930*5 of 
the long-term trends of the past. 

The long-range downward trend in agri¬ 
cultural employment apparently continued 
from 1930 to 1940. The drop in the figures for 
forestry and fishing might be due to changes 
in classification. Figures for mining, construc¬ 
tion, manufactures and transportation were 
obviously affected by the depression, for most 
of the persons employed on emergency work 
projects at the time of enumeration had been 
laid off by enterprise in these industrial divi¬ 
sions. The outstanding change in the indus¬ 
trial distribution seems to be the substantial 
expansion of the trade and related services, as 
well as the professional and public services 
(although this trend, because of changes in 
classification, may be overemphasized in the 
tabulation above) and the decline in the num¬ 
ber of workers in domestic and personal serv¬ 
ices. 

d- CHARACTER AND QUALITY OF LABOR FORCE 

^ Cnsus classification of workers into 

social-economic groups,” indicative of the 

c aractcr and quality of the labor force, gives 
a significant picture of the shifts in the nature 


of gainful work during the past few decades. 
This classification aims to divide all members 
of the working force into homogeneous 
groups based not only on differences in skill 
and earnings but also on intellectual, educa¬ 
tional and social characteristics." 

These groups vary widely in their economic 
and educational characteristics as measured by 
wage or salary income, years of schooling and 
proportion who attended college. These dif¬ 
ferences (not for the social-economic groups 
as defined by the Census, but for certain occu¬ 
pational groupings that roughly correspond to 
such groups) arc shown in Table 185. Pro¬ 
fessional and scmiprofessional workers arc at 
the highest level, and farm laborers at the low¬ 
est, both in terms of wage or salary income and 
educational attainment. The relationship be¬ 
tween education and earnings is not consistent, 
however; “clerical, sales and kindred workers” 
rank second educationally, with a median of 
12.2 years of schooling, but their median wage 
or salary income was nearly $300 a year less 
than the $1,552 earned by “craftsmen, foremen 
and kindred workers.” “Operatives and kin¬ 
dred workers," largely semiskilled labor, rank 
slightly below craftsmen in education, and ap¬ 
preciably below clerical workers in wages. 
“Laborers, except farm and mine" arc at a 
lower social-economic status than any other 
group except farm laborers. 

What changes have been taking place in the 
social-economic composition of the working 
force over the past several decades, and what 
factors account for these changes? The Census 
observes that “the social-economic status of the 
nation's labor force was rising rather rapidly 

11. "The worker* in each group have been included 
partly because of their social ami partly because of their 
economic status. The standard — if it be a standard — is 
thus a hybrid — partly social and partly economic. And 
the weight of the social factor varies from one group to 
another, and frotn one occupation to another. a» sloes, also, 
the weight of the economic factor. Thus, the s>vial_factor 
is of greater weight in the clerical group than in the 
skilled group, but the reverse is true as to the economic 
factor. •Stenographers, typists, and secretary */ as a group, 
outrank pluml*ers socially, but nor economically. Educa¬ 
tion is a very large factor in tlir vnial status ,.f workers, 
and wage or salary income i* a very large factor in their 
economic status." Bureau of die C< nsus. Coi»r>n.irii e Oc- 
cupj/ion Statisties !‘>r the United States. /S-o-iyjo. p. 
180. 
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Table 185 

Income and Education of Experienced Workers in Occupational Groups 
That Reflect Social-Economic Status, 1940 


Education 


Wage or Salary Income. 1939 


Group 

Median 
School Years 
Completed 

PerCent 

Who At¬ 
tended College 

Median 

Wage or 
Salary Income 

Per Cent Re¬ 
ceiving More 
Than ftjoo 

Professional and semi professional workers 

15.6 

68.1 

$1,803 

75-7 

Proprietors, managers and officials 



A 

a 

Farmers and farm managers 

7.6 

3-4 

* 

a 

Others 

IO.9 

20.3 



Clerical, sales and kindred workers 

I2J 

18.4 

W 5 

55 * 

Craftsmen, foremen and kindred workers 

8.5 

4.6 

*» 55 2 

74-5 

Operatives and kindred workers 

8-5 

2.8 

I » x 4 a 

45-9 

Service workers 



a 

A 

Domestic 

7-9 

2.1 

• 

A 

Ik 

Protective 

8.8 

5-7 

■ 

A 

Other 

8-7 

4-7 

• 

• 

Farm laborers and foremen 

7-4 

i -3 

3 * 3 b 

3-5 

Laborers, except farm and mine 

7-7 

1.8 

980 

3 ! -9 


Source: Bureau of the Censuj, Comparative Occupation 
Statistics lor the United States. 1870-1940. Washington, 
1940, Tables XXIV and XXV, p. 181. 


a. Not available. 

b. Supplemented to a considerable extent by payment in 
kind in the form of board and lodging. 


from 1910 to 1940. The trend was definitely 
upward — definitely away from heavy, ardu¬ 
ous, unskilled manual labor, and definitely 
toward more highly skilled manual pursuits 
and intellectual pursuits." 12 Technological ad¬ 
vances, which have made physical toil easier 
and contributed to the shift from production 
to distribution and service activities, the drift 
of women into gainful work and the spread 
of education all help to account for this up¬ 
ward trend in the social-economic composition 
of the labor force. 

Unskilled workers, including farm hands, 
industrial workers and domestic servants, 
numbered less than 14 million out of the 52 
million persons in the labor force in 1940. This 
was less than 26 per cent of the total, against 
36 per cent in 1910. The second largest group 
in 1940 was the 11 million semiskilled workers, 
but here the trend, reflecting the spread of 
automatic machinery and mass production, 
was steeply upward — from less than 15 per 

I?. Ibid., p. 184. 


cent of the total in 1910 to 21 per cent in 1940. 
White-collar occupations, comprising profes¬ 
sional persons and clerks and kindred work¬ 
ers, grew from less than 15 per cent in 1910 to 
nearly 24 per cent in 1940. (Sec Table 186.) 

It is interesting that although "proprietors, 
managers and officials" declined from 23 per 
cent of the working force in 1910 to 18 per cent 
in 1940, the decline was more than accounted 
for by the smaller proportion of farmers. 
Wholesale and retail dealers and other pro¬ 
prietors and officials, who together with inde¬ 
pendent professional persons are not "job¬ 
holders" but arc usually "job-givers," were a 
more important part of the labor force in 1940 
than they were 30 years before. 

e. utilization and efficiency of the 

LABOR FORCE 

The effectiveness of the labor force as a fac¬ 
tor in production depends not only on its size, 
composition and quality, but upon the extent 
to. and efficiency with, which it is employed. 
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Table 186 - 

Social-Economic Status of Gainful Workers and Persons in 
Labor Force, 1910-1940 



Percentage 0/ Total Cain/til Horners 

Somber in Labor Force 3 

Croup 

1910 

1920 

• 93 ° 

S940 

1940 

Total 

100.0 

100.0 

100.0 

100.0 

(In Millions) 

52.O 

Professional persons 

4.4 

5.0 

6.1 

6.5 

34 

Proprietors, managers and officials 

23.O 

22.3 

19.9 

17.8 

9.2 

Farmers and farm managers 

16.5 

* 5-5 

12.4 

10.1 

5-3 

Others 

6.5 

6.8 

7-5 

7.6 

3-9 

Clerks and kindred workers 

10.2 

* 3-8 

16.3 

17.2 

8.9 

Skilled workers and foremen 

* 1-7 

* 3-5 

12.9 

11.7 

6.1 

Semiskilled workers 

M -7 

16.1 

16.4 

21.0 

10.9 

Unskilled workers 

36.0 

29.4 

28.4 

25.9 

* 3-5 

Farm laborers 

> 4-5 

9.4 

8.6 

7 * 

3-7 

Other laborers 

14.7 

14.6 

12.9 

10.7 

5.6 

Servants 

6.8 

5-4 

6.9 

8.0 

4.2 


Source: Bureau of the Census. Comparative Occupation Statist.ct for the UniteJ States. 1870-1940. Wash¬ 
ington, 1940, Tabic XXVII. p. 187. 
a. Excluding new workers. 

Note: Discrepancies in additions are due t*. rounding. 


In concrete terms, this means that it is the 
number of persons actually at work, the 
length of the work-week and the production 
per man-hour that determine the total national 
output of goods and services. 

Unemployment 

The labor force has probably never been 
fully employed in the sense that every person 
able and willing to work was actually at work 
on the same day or in the same week. There is 
always some unemployment, even in periods 
when heavy demand for labor expands the la¬ 
bor force far beyond its normal size. 

In spite of the rising tempo of the defense 
program after the summer of 1940, when more 
than 8 million were out of work, it was not 
until the spring of 1942 that unemployment 
dropped below 3 million, or to as little as 5 per 
wnt of the labor force. By that time 1.5 million 
emergency workers had already been drawn 


into the labor market. Even at the peak of ac¬ 
tivity in late 19m and early 19.45. when the la¬ 
bor force included some 7 million emergency 
workers, there were never less than 600,000 
workers unemployed. 11 

During the long depression of the 1930’s 
unemployment remained at record high levels. 
Nearly 13 million workers, or one fourth of the 
entire labor force, were out of work in 193 2 
and 193?. Unemployment did not drop below 
7 million, or about 12 per cent of the labor 
force, until 1937; a, id the minor boom of that 
year was followed by another slump and a rise 
in the number of unemployed to more than 10 
million in 1938.' 4 At no time during the dec¬ 
ade, and indeed not until some months after 
we entered the war, did our utilization of the 

13. Sec Appendix 1 for monthly estimates of size and 
composition of the Libor force during the defense and war 
(•criods. 

14. Studies in Enterprise and Social Progress. National 
Industrial Conference Board. New Yoik, 1059. Pt. II. B, 
Table l. p. 36. 
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labor force remotely approach "full employ¬ 
ment.” 

Reliable unemployment records for earlier 
periods are almost nonexistent, but such esti¬ 
mates as have been made confirm the opinion 
that unemployment never disappears and 
rarely falls much below 5 per cent of the labor 
force. The best estimates for the prosperous 
i92o’s arc those prepared by Leo Wolman 
for the years 1920 to i927.‘ 5 Except for 1921 
and 1922, these were years of prosperity and 
high-level employment. Yet the estimated "av¬ 
erage minimum volume of unemployment” 
in nonagricultural pursuits, according to Wol¬ 
man, ranged from about 1.5 million, or nearly 

4 per cent of the total labor force, in prosperous 
1920 and 1923, to 2.3 million, or more than 

5 per cent, in the mild recession of 1924. In 
the depression year 1921 unemployment 
amounted to 4.3 million, or about 10 per cent 
of the labor force. For the entire 1920-1927 
period, unemployment averaged 5.4 per cent; 
excluding 1921 and 1922, the average was 
about 4.2 per cent. 

The estimates of Paul Douglas arc of more 
limited coverage than the more recent data, 
but they provide an interesting picture of the 
fluctuating level of employment from 1889 to 
1926.*** For the period from 1889 to 1896, his 
estimates show that unemployment in manu¬ 
facturing and transportation fell below 5 per 
cent of the working force in these industries in 
only one year, 1892, and rose above 15 per cent 
in the depression year 1896. For the period 
from 1897 to 1926 the Douglas estimates cov¬ 
ered manufacturing, transportation, building 
trades and mining. Only in 1906,1917 and 1918 
did unemployment fall as low as 6 per cent of 
the available labor supply in these industries; 
in 20 of the 30 years it amounted to more than 
7 per cent, and in 11 to 10 per cent or more. 
These percentages cannot be taken as repre¬ 
sentative of total unemployment during this 

15. Recent Economic Changes. McGraw-Hill Book Co.. 
New York, 1929. Vol. II. Tabic 37. p. 478. anil Tabic 29. 
p. 468. 

16. Paul II. Douglas, Real Wages in the United States. 

Houghton Mifflin Co.. New York. 1930, Table 
163• P- - 14 °. and Table 172. p. 460. 


period, however, since the industries covered 
by the estimates are subject to wider employ¬ 
ment fluctuations than most of those not repre¬ 
sented. But they do confirm the conclusion 
that although unemployment fluctuates 
widely from year to year, it persists in consid¬ 
erable volume even in years of prosperity. In 
other words, the labor force, viewed as an ele¬ 
ment in our productive capacity, apparendy 
has rarely or never been completely utilized. 
This does not mean that "the irreducible mini¬ 
mum of unemployment” consists of a "hard 
core" of unemployed workers who never find 
jobs. On the contrary, unemployment in years 
of prosperity is largely "frictional" in nature, 
consisting of a shifting group of workers, most 
of them out of work only for short periods be¬ 
tween jobs. 

Wording Hours 

The length of the work-week also varies 
widely from prosperity to depression. When 
business slackens and orders begin to fall off, 
factories have to curtail operations and put 
their working forces on part time. As depres¬ 
sion deepens, social pressure develops to spread 
the work and provide as many jobs as possible, 
in order to hold unemployment to a mini¬ 
mum. This happened during the early i93o’s, 
and it means that the existence of 25 per cent 
unemployed at the bottom of the depression 
was a considerable understatement of the un¬ 
derutilization of the labor force. 

At the other extreme, overtime work spreads 
widely at the peak of a boom, and average 
working hours of the labor force rise consider¬ 
ably above normal. For example, average 
working time at the peak of the war effort rose 
above 48 hours per week, or more than 10 per 
cent above the 1940 average. 

Apart from these cyclical variations, the 
long-run tendency has been toward a steady 
decline in the length of the working week, due 
partly to the shift of workers from agriculture, 
with its longer working day, to industrial and 
commercial pursuits. Largely, however, it re¬ 
flects the shortening of working hours in in¬ 
dustry and commerce from the 12 hours a day 
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and 6 days a week of a century ago, first to the 
io-hour day, then to the 48-hour week which 
prevailed during the i92o’s, and finally 
toward the present goal of a 5-day week of 40 
hours. With this latest change has come a 
growing tendency to grant annual vacations 
with pay, further shortening the average num¬ 
ber of weekly hours worked during the year. 

Although data on hours of work, except for 
recent decades, are far from satisfactory, an at¬ 
tempt has been made in this survey to estimate 
standard and actual hours of work for non- 
agricultural pursuits and customary hours for 
agriculture for the year 1850 and for every 
tenth year thereafter. These estimates show 
that the length of the standard work-week in 
nonagricultural activities declined decade by 
decade from 69 hours in 1850 to 44 hours in 
1940 and that actual hours of work fell from 
68 to less than 42 during these nine decades. 
Customary hours in agriculture fell from an 
estimated 72 hours per week in 1850 to 52 in 
1940 — a substantial decline, but smaller than 
that for nonagricultural pursuits. (Sec Ap¬ 
pendix 3.) 

Combining estimated hours worked in agri¬ 
culture with nonagricultural activities (each 
weighted according to its importance in em¬ 
ployment), there was a decline from an esti¬ 
mated 70.6 hours per week in 1850 to 43 hours 
in 1940. On the average the drop in the esti¬ 
mated length of the work-week over the entire 
90-ycar period was slightly over 3 hours, or 
more than 5 per cent, per decade. However, 
the declines varied from less than one hour per 
week, or 1.4 per cent, from 1870 to 1880, to 
more than 5 hours, or 10 per cent, from 1910 
to 1920. In general the declines in the work¬ 
week during the last three decades of the pe¬ 
riod were larger in terms of hours and per¬ 
centages than during earlier decades. (Sec 
Chapter 2.) 

Productivity 

This persistent decline in working hours 
ov cr the past several decades became possible 
thanks to steady gains in productivity and a 
r,s ‘ n g standard of living. With increased out¬ 


put per worker and per man-hour, we have 
been able as a nation to consume an ever larger 
volume of goods and services, while producing 
and distributing them with less and less effort. 
Indeed, average working hours were cut so 
sharply after 1910 that the total man-hours 
worked in that year were hardly exceeded 
thereafter except during war periods. In other 
words the increase in employment after 1910 
was more than offset by the reduction in the 
length of the work-week, but output per man¬ 
hour gained so rapidly that by 1940 total pro¬ 
duction had increased by approximately 80 
per cent. 

Average productivity can be measured read¬ 
ily in physical terms for only a few industries 
and then only for recent decades. Indexes of 
output per man-hour for manufacturing, coal 
mining, petroleum refining and railroad op¬ 
eration, and an index of output per worker in 
agriculture all tell the same story of sharply 
rising productivity, at least for the 30-year pe¬ 
riod ending with the outbreak of World War 
II. Although the trend over the entire period 
was steeply upward for all these industries, 
there were wide differences among them, and 
the year-to-year fluctuations were quite irregu¬ 
lar. 

During World War I (from 1914 to 1919), 
for example, output per man-hour in manu¬ 
facturing showed no gain, in petroleum refin¬ 
ing an actual decline. Relatively moderate in¬ 
creases occurred in coal mining, in steam 
railroads and in output per worker in agricul- 
turc. ,T 

To what extent output per man-hour in 
these “mechanical’* pursuits is representative 
of other trades, including the "white-collar" 
occupations, cannot he determined in the ab¬ 
sence of reliable measures of physical output 
in the nonmechanical occupations. 1 here is 
some reason to believe, however, that the great 

17. Some of the >ear to >c.ir changes. particularly the 
declines from one year t.. the mxt. arc hard to explain: 
they probably indicate that these indexes are at best very 
rough measures useful only in measuring broad trends. 
Despite these inadequacies, however, the pronounced gains 
in these indexes leave little doubt that productivity in all 
of these industries advanced greatly over the period as 
a whole. For details see Table 187. 
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Table 187 

Productivity in Selected Industries, 1909-1940 
{Index Numbers: 1930 - too) 


Output Per Man-Hour 


Year 

'■ -- 

Manu¬ 

facturing 

Bituminous 
Coal Mining 

Anthracite 

Mining 

Petroleum 

Refining 

Steam 

Railroads 

Output Per Worker 

Agriculture 

1909 

48.8 

62.I 

87.2 

65.9 

— 

73-9 

* 9*4 

56.2 

69.O 

92.3 

59 * 

66.3 

88.4 

1919 

56.2 

76.I 

102.8 

54-5 

75.O 

90.4 

* 9 2 3 

73-7 

88.7 

106.4 

75.0 

84.7 

91.2 

1924 

78.5 

90.2 

100.4 

90.9 

» 7-3 

93-3 

x 9 2 5 

8 3-3 

89.5 

100.9 

97-7 

91.9 

98.7 

1926 

86.4 

88.9 

101.4 

93.2 

94.I 

101.7 

! 9 27 

88.9 

90.1 

,0 4-5 

100.0 

93.8 

98.4 

1928 

93-4 

93-4 

104.3 

** 5-9 

98.5 

102.2 

1929 

97.1 

95.8 

102.6 

104.5 

100.1 

102.0 

* 93 ° 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

, 93 I 

104.0 

104.6 

106.6 

122.7 

100.7 

110.3 

1932 

100.4 

102.8 

122.3 

131.8 

98.3 

104.0 

*933 

106.3 

97-5 

134.4 

140.9 

109.5 

99-3 

>934 

IIO.I 

99.2 

126.0 

140.9 

110.2 

» 5-3 

*935 

116.7 

102.3 

129.0 

*545 

II5.I 

97-4 

1936 

117.9 

107.7 

— 

163.6 

I23.5 

90.9 

*937 

U5.9 

110.6 

— 

*72.7 

I25.8 

117.2 

1938 

118.2 

117.8 

— 

— 

I2 4-3 

108.9 

*939 

128.5 

127.1 

— 

— 

* 3 1 - 2 

xn.5 

1940 

* 35-5 

126.2 

— 

— 

138.2 

1x5.1 


Sourcet: Derived from "Wanes and Wage Regulation." Handbook, of Labor Statistics. Bureau of Labor 
Statistics, 1941. Vol. I. p. 830. Vo!. II, p. 13: Monthly La!>or Renew. March 1944, p. 515. 


advances in output per worker in production 
of goods have been at the expense of the dis¬ 
tributive and service occupations. In other 
words, mass production, which turns out vast 
quantities of standardized goods in large fac¬ 
tories, requires a far more elaborate distribu¬ 
tion organization than small-scale handicraft 
industry supplying local demands. It appears, 
for example, that the average volume of goods 
handled per worker in the field of distribution 
shows little change since 1870, in the face of 
— and probably partly because of — great in¬ 
creases in the average volume of goods pro¬ 
duced per worker in production." 

18. "The average amount of goods handed per worker 
. . . in production and distribution combined was over 


A study of productivity in various groups of 
industries by Everett E. Hagen and Nora B. 
Kirkpatrick tends to confirm this impression, 
at least so far as recent years arc concerned."' 

two and a half times as great in 1930 as in 1870. Workers 
in distribution, however, handled only 4 per cent more 
goods per capita in 1930 than they did in 1870, while the 
average amount produced by production workers in¬ 
creases! by three and a third times. . . . Changes in the 
organization of industry, such as mechanization and mass 
production, and the geographic concentration of manufac¬ 
turing. which have resulted in higher per capita output 
. . . have thrust a much greater burden on the distribu¬ 
tive system. In becoming more efficient production has be¬ 
come more restricted in scope, while the range of distribu¬ 
tive operations has been greatly widened." Does Distribu¬ 
tion Cost Too Much?. Twentieth Century Fund, New 
York. 1939 . PP- IJ-I 4 - 

19. Everett E. Hagen and Nora B. Kirkpatrick. "The 
National Output at Full Employment in 1950," American 
Economic Renew. September 1944. P- 472 . 
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Table 188 

Comparison of Productivity in “Mechanical” Industries and 
“White-Collar” Trades, 1923-1940 


{Index Numbers: 1930 - too) 

Year 

"Mechanical" Industriet • 

"White-Collar" Trades «* 

Output 

Man-Hours 

Output Per 
Man-Hour 

W 

Employment 

Output Per 
Worker 

1923 

9*7 

120.5 

75.8 

83.7 

94-7 

1924 

87.2 

109.1 

79.8 

86-4 

IO2.9 

*925 

96.3 

xi 2.5 

85.5 

89.7 

IOO. I 

1926 

102.8 

117.O 

87.9 

94.0 

IOI.5 

.O O 

1927 

*03.7 

II3.6 

9 *i 

97-3 

9O.O 

X928 

107.3 

112.5 

95.2 

98.9 

99.9 

1929 

116.5 

118.2 

98.4 

103.8 

IO3.O 

1930 

100.0 

100.0 

100.0 

100.0 

100.0 

* 93 * 

83.5 

84.1 

99.2 

93-5 

97.6 

*932 

*933 

*934 

62.4 

62.5 

100.0 

85.9 

93.O 

68.8 

76.1 

63.6 

67.0 

108.1 
»* 3-7 

84.8 

89.7 

92t o 

99.8 

*935 

87.2 

75.0 

116.1 

9*.3 

XO3.3 

1936 

104.6 

86.4 

I2X.O 

97-3 

I 10.2 

*937 

111.0 

89.8 

123.4 

102.7 

*04.4 

*938 

95-4 

73-9 

129.O 

100.0 

IO3.9 

*939 

*940 

107.3 

* 23-9 

83.0 

92.0 

I29.O 

* 34-7 

* 03-3 

107.6 

**4.9 

I 16.4 


So,,rc r : Derived from E. E. Hagen and N. B. KMpwkk ;The Nanond Ou.ru. a, Tull tafhr 
mem in 1050." American Economic Renew. Scpun.Wf 1944 . PP 4 » 4 . 4 8 ®- 
a. Defined by author* a* Croup A. <onm«in* of mining, manufacunng. railway transportation. 

«•«*— «*• «• 

nance, personal ami professional servers, ami miscellaneous. 


Output per man-hour in the mechanical in¬ 
dustries, for example, increased 78 per cent 
from 1923 to 1940, and output per worker in 
the white-collar trades only 23 per cent. Inas¬ 
much as working hours in the white-collar 
trades have been cut since 1923, output per 
man-hour has undoubtedly increased more 
rapidly than output per worker, but it is doubt¬ 
ful whether the advance has been as large as 
for the mechanical industries. (Sec Table iHS.) 

A still more important question about all 
such measures of productivity is whether ex¬ 
perience in recent years, and particularly dur¬ 
ing the depression decade of the 1930*5, is a 
reliable measure of the long-range trend or a 


dependable guide to the future. One source of 
uncertainty is the widely varying rates of in¬ 
crease in productivity when different periods 
arc compared. For example, output per man¬ 
hour in manufacturing, as shown in 1 able 
187, increased by 61 per cent in the 15-year 
period from 1909 to 1924. by 7> P cr cc,u from 
1914 to 1929, by 96 per cent from iqiqio >934 
and by 64 per cent from 1924 to *930- 1 bus the 
apparent increase for the 15-year period ending 
with 19*4 was more than half again as high as 
for the earlier and the later comparable pe¬ 
riods. Similar anomalies appear in 1 able 18S. 
particularly in the index of output per worker 
in the white-collar trades. This index was at 
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almost the same level for such widely sepa¬ 
rated years as 1924, 1929, 1935 and 1938, but 
rose sharply to 116 in 1940. 

Although productivity has made rapid gains 
over the period since the middle 1920’$, it 
seems clear that the increase in output per 
man-hour cannot be measured with any assur¬ 
ance by comparing any two years of the period 

— for example 1929 and 1941. Moreover, there 
is reason to believe that productivity gains dur¬ 
ing the past decade or so — the only period for 
which reliable physical measures are available 

— have been at a much higher rate than in the 
past. As pointed out in Chapter 2, there has 
been a wide variation from one decade to an¬ 
other in the increase in net product per man¬ 
hour (as measured by national income in con¬ 
stant prices). A much larger increase occurred 
between 1930 and 1940 than in any other dec¬ 
ade since 1850. This would be reasonable 
enough if it appeared to be in line with a steady 
upward trend in the rate of increase from one 
decade to the next over the entire period. But 
no such upward trend has taken place, and 
the productivity gain of the 1930s may well 
have been a unique phenomenon closely re¬ 
lated to the fact that, because of the heavy un¬ 
employment, wc were using only the cream of 
our manpower and capital facilities. Conse¬ 
quently output per man-hour in 1940 was 
probably larger than it would have been if wc 
had been operating at close to capacity.* 0 

3. Effects of World War II 

The war emergency brought great changes 
in the size and composition of the labor force, 
in hours of work and in productivity of labor. 
Most of these variations were tcmj>orary, but 

20. In discussing productivity changes during the de¬ 
pression years. Colin Clark (»cc The Conditions of E<o- 
vomit progress. Macmillan Co.. New York. 1940. p. 161) 
reaches a similar conclusion: 

"The peculiarity of Great Britain is that average productiv¬ 
ity per worker hour fell during the ikprc"i<.n scars, while 
it rose markedly in America and Germans. Figures for 
France appear to indicate that there was a decline in pro¬ 
ductivity per worker-hour in that country also. The expla¬ 
nation of this curious phenomenon is probably to be 
found in the fact dial British and French industries re¬ 
sorted to part-time and under-capacity working, which had 
the effect of reducing the average productivity per worker 


others may have some effect on the postwar 
economy. 

a. GROWTH OP WAR LABOR FORCE 

The mobilization of manpower in the 
United States was marked by two distinct 
phases: up to December 1941, the nation was 
preparing to defend itself; after Pearl Harbor 
it had to face the grim reality of war. During 
the first period, unemployed workers were re¬ 
absorbed by the gradual expansion in produc¬ 
tion of war materials and in the armed forces. 
At the outbreak of war we had a little more 
than 2 million men in the army and navy, 
while about 6 million workers were employed 
in munitions industries. Unemployment had 
dropped to 3.3 million, which might be re¬ 
garded as not far from a normal level for mid¬ 
winter. The labor force was slightly “inflated” 
by the addition of some 700,000 emergency 
workers. 

The acceleration of the war effort after Pearl 
Harbor resulted in a rapid expansion of the la¬ 
bor force, chiefly because of the addition of 
several million emergency workers, and a 
rapid growth of the armed forces and of em¬ 
ployment in munitions industries. By the fall 
of 1944, the war effort had reached its peak 
with close to 12 million in the armed forces 
and a total labor force of over 64 million. 
This represented an increase of 10 million over 
the 1940 labor force —some 3 million normal 
accessions to the labor market and about 7 
million emergency workers. In addition, about 
6 million of the 1940 unemployed had been 
reabsorbed over the four-year period, so that 
approximately 16 million more persons were 
at work or in the armed forces at the peak of 
the war effort than the 48 million holding jobs 
in the fall of 1940. 

employed. In Germany and America, where industry is 
more cartcllised. those in control of large industrial con¬ 
cerns probably found it more profitable to close down cer¬ 
tain units altogether and to concentrate production on cer¬ 
tain plants running at comparatively full capacity. As the 
plants closed down would only be those with the lowest 
productivity per worker, the effect of this policy would be 
to raise productivity per woikcr-hour and also to intensify 
unemployment, while productivity per worker-hour should 
fall during periods of recovery. There arc indications in 
both German and American figures that this is the case.” 


554 


THE LABOR FORCE 


Monthly changes in the size of the labor 
force and in employment and unemployment 
during 1940-1946 are shown in Figure 24 and 
in greater detail in Appendix 1. It is obvious 
that 1942 and 1943 were the years of most rapid 
expansion and that the winter of 1944-1945 
marked the high plateau of the war effort. 
With the collapse of Germany, military dis¬ 
charges commenced, and these, as well as the 
withdrawal of emergency workers from the 
labor force, accelerated rapidly after the defeat 
of Japan. As a result, there was a rapid decline 
in total employment (inclusive of armed 
forces) after the summer of 1945. a consider¬ 
able rise in unemployment and a substantial 
shrinkage in the size of the labor force due to 
the prompt withdrawal of the bulk of emer¬ 
gency workers. The seasonal peak of more 
than 67 million reached in July 1945 and the 
average of 64 million in the labor force dur¬ 
ing that year will probably not be equaled for 
many years to come. 

With the demobilization of the armed 
forces, after V-J Day, however, the civilian 
labor force and civilian employment expanded 
rapidly, and soon reached the highest levels 
ever before attained. 

b. SOURCES OP EMERGENCY LABOR SUPPLY 

Essentially the emergency labor force of 7 
million was drawn from three types of labor 
reserves: (1) Young people who would nor¬ 
mally be attending school or college — mostly 
14- to 19-ycar-olds and including those drafted 
into the armed forces — probably accounted 
for nearly half the total. (2) Married women 
apparently accounted for about a fourth of the 
emergency labor force. These consisted chiefly 
of the younger service wives and those of 35 
to 64 years of age with lightened home re¬ 
sponsibilities for younger children. (0 '1 he 
remaining fourth was about equally divided 
between superannuated and retired workers 
and marginal workers who had little chance 
of finding jobs in the prewar economy. 

Participation in the labor force of boys and 
girls from 14 to 19 years of age increased tre¬ 
mendously between March 1940 and April 


1944, and these age groups alone accounted for 
over 40 per cent of the surplus workers in the 
labor market. Nearly 56 per cent of all 14- to 
19-ycar-old boys and 35 per cent of the girls of 
these ages were in the labor force in April 1944, 
whereas the normal participation for these age 
groups would have been about 33 per cent for 
boys and 17 per cent for girls. There was also a 
marked increase in the 20- to 24-year age group 
on the part of both men and women, while 
considerable increases also occurred for men 
over 54 years of age and for women over 34. 
The smallest gains over normal participation 
occurred in the case of men in the 25- to 54- 
ycar age groups, who arc normally almost all 
in the labor force, and of 25- to 34-year-old 
women, whose responsibility for the care of 
younger children prevented their entrance into 
the labor market. 

The pronounced changes that the enroll¬ 
ment of younger men in the armed forces and 
the influx of new workers brought in the age 
and sex composition of the labor force can be 
seen in Table 189, which compares data for 
April 1, 1944 with those for the last week in 
March 1940, in order to avoid the effects of 
seasonal variations. 

C. WARTIME OCCUPATIONAL CHANGES 

The war brought at least a temporary re¬ 
versal of many prewar industrial and occupa¬ 
tional trends, as it did in the sex and age com¬ 
position of the labor force. The great wartime 
emphasis on production, especially of muni¬ 
tions and durable goods, increased employ¬ 
ment in manufacturing and mining enough 
to reverse the downward trend of recent dec¬ 
ades. With the restriction of trade and service 
activities, and the curtailment of construction 
after completion of the war plants, emp oy- 
ment in these branches drifted downward or 
failed to make relative gains. 

It is true that employment increased in all 
large industrial divisions under the initial im- 
pact of the defense program, reflecting a gen- 
cral recovery stimulated and accelerated by 

government spending. As the program gained 
momentum, however, the character ol eco- 
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Table 189 


Participation in Labor Force of Persons 
14 Years Old and Over by Sex and 
Ace Groups, 1940 and 1944 


Group 

Perce n rage in Labor Force 

March 

> 94 °* 

April rtf44 

Normal b 

denial e 

Total 

52.8 

53 * 

59-5 

Male 

79-7 

79-3 

86.4 

* 4-*5 

8.6 

7-6 

24.0 

16-17 

29.7 

26.6 

56.3 

18-19 

67.6 

67.3 

9*-5 

20-24 

88.5 

88.5 

97.2 

25-34 

95.8 

95-7 

97.8 

35-44 

95-4 

95.0 

97.2 

45-54 

92.7 

9*-7 

95.2 

55-64 

84.6 

» 3-3 

89.9 

65 and over 42.2 

39.6 

48.5 

Female 

25.7 

27.1 

32.8 

14-15 

25 

2.0 

9-3 

16-17 

12.7 

9-5 

30.0 

18-19 

40.7 

40.7 

58.6 

20-24 

45.6 

46.9 

53 8 

25-34 

33-3 

36.0 

36.1 

35-44 

27.3 

30.6 

37-2 

45-54 

22.4 

24.0 

31.0 

55- f »4 

16.6 

> 7-3 

22.0 

65 and over 6.0 

5.6 

6.3 


Source: Bureau of Labor Statistics. 

a. Based on 1940 Census, adjusted for errors in classifi¬ 
cation and enumeration. 

b. Deduced from rates in the preceding column in agree¬ 
ment with the long-range trends in participation of single 
sex and age groups in labor force. 

e. Based on current population and labor force esti¬ 
mates of the Bureau of the Census. 

nomic activities changed rapidly. Employ¬ 
ment gains were moderate from April I 94 1 to 
April 1942, amounting to about 2.5 million for 
all nonagricultural activities, but were more 
than twice as large in the following year. After 
April 1943, when the war production program 
and inductions into the armed services were 
approaching their peak, civilian employment 
(including agriculture) soon began to fall ofT. 
and a year later it was down by more than half 
a million. 

The expansion between 1941 and 1945 in¬ 


volved the addition of more than 5 million 
workers in manufacturing and nearly 2 mil¬ 
lion in government service. Small gains oc¬ 
curred in trade, mining, transportation and 
utilities. Small losses occurred in finance and 
service and in construction after the peak of 
war construction in 1942. (See Table 190.) 

Manufacturing showed widely varying em¬ 
ployment trends. Durable goods added more 
than 2.5 million wage earners from April 1941 
to April 194?, and nondurable goods about 
300,000. Machinery, transportation equipment, 
and iron and steel industries made striking 
gains, while textiles, apparel and tobacco em¬ 
ployed more workers in April 1941 than after 
the war got under way. 

The monthly variations of employment in 
major industrial divisions from April 194 > 10 
April 1944 suggest that the wartime plateau of 
civilian employment came some time toward 
the end of 1944- In early iQ 4 -b ‘here was somc 
decline in civilian employment, partly because 
demand for labor by munitions industries was 
slowly diminishing, and partly because labor 
reserves were becoming exhausted and the en¬ 
trance of new workers could hardly offset the 
induction of men into the armed forces. Total 
employment, of course, continued to rise until 
V-J Day. largely because of the steady growth 
of the armed forces. 

The decline in employment in war indus¬ 
tries, which had started by the end of 194''* ' v *‘ s 
accelerated after the German collapse. Cut¬ 
backs were made in shipbuilding, in aircraft 
plants and in the production of ordnance, but 
renewed production of some civilian goods 
partly ofTset these losses. After the surrender of 
Japan the war production program was dras¬ 
tically reduced, with the sharp curtailment of 
war-industry employment, which tended, 
however, to be offset by expansion of civilian 
production. 

Training Programs 

Mobilization of industry for all out war re- 
ciuircd workers with special skills, who were 
not available in sufficient number. Extensive 
training was necessary to permit expansion of 
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Table 190 

Nonacricultural Employees by Industrial Divisions and Manufacturing 
Wage Earners by Industries in the United States, 1940-1944* 


{In Thousands) 


Industry 

‘940 

1941 

> 94 * 

>943 

>944 

Nonagricultural employees 

28,739 

32,085 

34,630 

39,724 

38,689 

Manufacturing 

9,832 

11,684 

*2,897 

* 6,774 

16,309 

Mining 

835 

564 

860 

903 

844 

Construction 

1,118 

*,775 

*,875 

*,402 

683 

Transportation and utilities 

2,956 

3***3 

3*344 

3,570 

3*744 

Trade 

6,122 

6,792 

6,658 

7,04 X 

6,968 

Finance, service, etc. 

4,160 

4»*74 

4,264 

4.089 

4.236 

Government 

3 . 7*6 

3.983 

4,732 

5.945 

5.905 

Manufacturing wage earners 

— 

10,831 

11,988 

* 3,735 

* 3 . 8*4 

Durable goods 

— 

5,560 

6,500 

1,569 

8 ,*45 

8,421 

Iron and steel 

— 

*,502 

*.729 

1,680 

Electrical machinery 

— 

— 

520 

695 

755 

Machinery (except electrical) 

— 

828 

1,048 

*,237 

*,227 

Automobiles — 

Transportation equipment (except 

672 

429 

653 

724 

automobiles) 

— 

— 

**25° 

2,221 

2.442 

Nonferrous metals 

— 

36* 

370 

41X 

432 

Lumber (basic products) 

— 

552 

549 

480 

475 

Lumber (finished products) 

— 

387 

387 

360 

347 

Clay, stone, glass 

— 

373 

378 

359 

339 

Nondurable goods 

— 

5.283 

5,488 

5.590 

5*393 

Textiles 

— 

*, 3*4 

*» 3°3 

*,254 

1,128 

Apparel 

— 

963 

952 

889 

879 

Leather 

— 

377 

386 

346 

3*5 

Food 

— 

836 

893 

910 

1,002 

83 

Tobacco 

— 

94 

93 

93 

Paper 

— 

— 

326 

3*2 

3*4 

Printing and publishing 

— 

— 

33 * 

33 ° 

332 

Chemicals 

— 

524 

576 

744 

601 

Petroleum and coal 

— 

**4 

*25 

*23 

120 

Rubber 

— 

158 

*42 

186 

*97 


Source: Surrey of Current Businett. Department of Commerce, fune 1941, 1942, 1943, 1944, 1945. 

3. Number of employee* in April of each year; ihc*c total* do not compare with nonagricultural 
"employed," since the latter include* self-employed. 


war production. Pre-employment training pre¬ 
vailed at the beginning; “paid-trainee" pro¬ 
grams became more usual alter the middle of 
1942. Employers hired inexperienced workers 
and placed them in training courses of a highly 
specialized character. The supplementary 
training for upgrading of workers was con¬ 
ducted in a similar way. 


The number of individuals who shifted 
from unskilled to semiskilled jobs, or from 
semiskilled to skilled work, during the war is 
unknown. Moreover, the classification of jobs 
changed under the impact of war; some highly 
skilled jobs were “diluted" while in other cases 
comparatively simple operations were classi¬ 
fied as skilled jobs to facilitate the recruitment 
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of workers. About half of the 9 million per¬ 
sons employed by the munitions industries at 
the peak either had received some kind of spe¬ 
cial training or had been upgraded. The num¬ 
ber and proportion of foremen, craftsmen and 
engineers increased tremendously. 

War controls tended to increase greatly the 
amount of clerical work, both public and pri¬ 
vate. At the same time, the number of profes¬ 
sional workers in the civilian labor force de¬ 
clined because of their induction into the 
armed forces and the curtailment of college 
activities. 

The extent to which the training and up¬ 
grading of workers during the war will af¬ 
fect the future character of the labor force is 
not very clear. The highly specialized training 
necessary for a job in a munitions factory may 
be of little use to an individual who cannot 
find a similar peacetime job. Possibly, the 
quality of our labor force will be more directly 
affected by the training of men in the armed 
forces. Qualities which general military train¬ 
ing develops — physical endurance, discipline 
and capacity for teamwork — arc of para¬ 
mount value for many kinds of economic ac¬ 
tivities. Another valuable asset is the spirit of 
leadership developed in those called upon to 
direct their comrades in military action. The 
technical training of men in the various spe¬ 
cialist branches of the army and navy air 
forces will also prove of lasting value to the 
nation. At the end of the war the United 
States had at its disposal at least a million 
pilots and air navigators, 2 million men with 
naval experience and as many men with other 
technical skills acquired in military service. 

However, it is easy to exaggerate the role of 
a great war in developing special skills and at¬ 
titudes, by ignoring certain negative effects. 
For many of the younger men, service in the 
armed forces meant serious interruption to 
their normal education — in some cases a per¬ 
manent loss to the nation, for it will never he 
overcome. For others, promising careers were 
broken, and for some, monotonous routine 
service at distant bases lessened their ability to 
a djust themselves to normal civilian life. 


d. WORK INC HOURS AND PRODUCTIVITY 
DURING WAR 

At the time the defense program was in¬ 
augurated in the summer of 1940 we were still 
recovering from the depression of the 193° s * 
Because of widespread unemployment and 
part-time work, actual average hours of work 
in nonagricultural pursuits were not much 
above what was coming to be regarded as the 
"normal 40 hours per week." Working hours 
increased gradually as the defense program got 
under way. Overtime work became quite com¬ 
mon in 1942, when the average work-week in 
nonagricultural activities had risen to around 
43 hours a week and was lengthening steadily. 

In manufacturing, average hours of work 
advanced from 37.2 in April 1940 (a fairly rep¬ 
resentative month, seasonally) to 40 hours in 
1941, to 42.7 hours in 1942 and 45 hours in 
April 1943. In durable goods manufacturing, 
average hours increased from 38.2 in April 
1940 to 46.8 in April 1943, while nondurable 
goods showed a smaller gain over the four-year 
period —from 36a to 42.5 hours. Hours of 
work in bituminous coal mining moved ir¬ 
regularly upward after the war got under way, 
but did not rise much above 40 hours until the 
end of 1943 and early 1944. Only minor 
changes were recorded in retail trade, with an 
irregular downward trend until the spring of 
1944. reflecting the closing of stores and short¬ 
age of goods. 

On the whole it appears that average hours 
of work reached a peak of more than 4S hours 
a week in the late fall of 194'v compared with 
an estimated average for the year of 43 hours 
per week in 194°- This was an increase of about 
12 per cent for agricultural and nonagricul¬ 
tural activities combined. Average working 
hours of nonagricultural employees reached a 
peak of more than 46 hours a week in the fall 
of 1943, compared with about 41 hours in early 
1940 before the defense program began. 1 he 
agricultural work-week reached a seasonal 
peak of more than <s hours in the early sum¬ 
mer of 194* and averaged 5S.5 hours for the 
year as a whole, compared with a seasonal peak 
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of 56 hours and a monthly average for the 
year of 52.3 hours in 1940. 

April 1944 was the first month in which the 
average work-week failed to increase over the 
same month of the year before. This was true 
of nonagricultural occupations as a whole, and 
of manufacturing, especially durable goods, 
which showed a small decline. In bituminous 
coal mining, however, as well as in retail trade, 
there were small gains. Beginning with June, 
each month of 1944 showed a decline from the 
corresponding month of the previous year in 
total average hours worked, and the average 
for the year was 46.7 hours per week, or about 
one hour less than the 47.6-hour average for 
1943. In nonagricultural activities, 1944 aver¬ 
aged 45.1 hours as compared with 45.4 in 1943. 
These declines continued in early 1945 an( * 
were sharply accelerated after the war ended. 11 
It is apparent from these trends that the peak 
of the industrial war effort was passed in the 
winter of 1943-1944, and it seems highly prob¬ 
able that the long-range trend toward shorter 
hours of work was only temporarily inter¬ 
rupted by the war. 

The monthly changes in employment and 
average weekly hours over the 1940-1945 pe¬ 
riod arc shown in Figure 25, together with 
the fluctuations in total “labor effort," as meas¬ 
ured by total man-hours per week. Total man¬ 
hours worked rose from 1940 to 1943 but flat¬ 
tened out in 1944 because the continued rise in 
total employment (chiefly through expansion 
of the armed forces) was partially offset by the 
decline in the length of the work-week. 

V rod activity 

Variations in the productivity of labor in 
wartime arc even harder to measure than 
changes in the price level or in purchasing 
power. Output per man-hour in the produc¬ 
tion of such war materials as tanks, air¬ 
planes and ships increased dramatically. But 
these gains in most cases were not due so much 
to the development of new methods ns to the 

21. Sic ApiHrn>li\ i for monthly on hour* of 

wmk m .v.Mkultm.il ;»n«l nniucrkultuul actmtirv. .il»o 
I'mc.ut of »r St.iti'lii' for working hours in minm£. 
m.mif.utmin-2. retail tr.nlo. etc. 


application of well-known techniques to the 
new product, c.g., the automobile assembly 
line applied in the mass production of air¬ 
craft. 

Other instances of great increases in average 
productivity of workers resulted from the full 
and continuous utilization of productive ca¬ 
pacity. After a decade of subnormal operations 
the railroads, for example, suddenly found 
both their freight and passenger facilities 
pushed far beyond normal capacity in the face 
of a shortage of manpower. Under these pres¬ 
sures and with highly efficient management, 
productivity per man increased greatly. How¬ 
ever, both labor and the consumers, as well as 
the industry, would probably have been “bet¬ 
ter off" in terms of working conditions and 
quality of service, if traffic volume, and conse¬ 
quently output per worker, had been at lower 
levels. 

In some cases what appeared statistically as 
increased productivity involved greater incon¬ 
venience and diminished service to consumers. 
In addition to the case of wartime railroad 
passenger traffic, this was true also of retail 
trade and personal service activities, where 
consumers had to perform for themselves 
many services normally performed for them. 

There were also many examples of de¬ 
creased per capita output and lowered effi¬ 
ciency arising directly from the fact that the 
peak demands of war “scraped the bottom of 
the labor barrel" and drew into the labor mar¬ 
ket manv workers who would have been un¬ 
able to hold down a job in normal times. Some 
branches of manufacturing and retail trade, as 
well as filling stations and restaurants, illus¬ 
trate this situation. Perhaps the most glaring 
example is domestic service, where efficiency, 
if it could be measured, would certainly have 
shown a sharp drop despite increased rates of 
pay. 

Any attempt to measure the over-all change 
in output per worker or per man-hour by com¬ 
paring changes in gross national product or 
national income with changes in employment 
meets great difficulties. For one thing, the dol¬ 
lar total of gross national product is a far from 
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Ficure 25. Employment, Weekly Hours and Total Man-Hours Per Week, 1940-1946 


Source: Appendix 1. 

reliable measure of changing output in war¬ 
time. The hypothetical reconstruction of gross 
national product in 1944 and other war years 
on the basis of recorded changes in prices, em¬ 
ployment and working hours did not provide 
very strong evidence of any appreciable in¬ 
crease in over-all output per man-hour during 
the war period. 2 * 

Price and employment changes appeared to 
account for about 96 per cent of the increase 
in gross national product between 1940 and 
i 94 > (when war output still did not bulk large 
in the total), so that productivity may have 
risen as much as 4 per cent in that one year. 
Gross national product in 1945, however, was 
only 2.8 per cent larger than it would have 
been on the basis of the volume of cmploy- 
m cnt, hours of work and price level prevailing 

aa - See Appendix 2 anil Chapter 1 for discussion f.u • 
t° r » rcs|>oniibic for increased output during World W.ir II. 
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in that year, and with output per man-hour at 
the 1940 rate. This would indicate an average 
increase in productivity of less than one per 
cent per year over this three-year period. 

But in 1944. the peak year of the war ef¬ 
fort, there was an indicated increase in output 
per man-hour of 5.9 per cent over 104". which 
would imply an increase «»l nearly 1.5 per cent 
l»er year for the four-year period. 1 lowevcr, 
some allowance must be made lor lowered etli- 
cicncy resulting from longer working hours, 
and for the fact that many of the emergency 
workers and of the unemployed drawn into 
the labor market at the peak of the war ef¬ 
fort were less efficient than regular workers. 

All these computations are to a large extent 
conjectural, however. It is doubtful whether 
any valid conclusions concerning wartime 
changes in productivity can be drawn trom an 
analysis based on such crude data as are now 
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available. If the price level index used in “de¬ 
flating” the gross national product for the war 
years failed to state the full amount of the 
price rise, which seems quite likely, it is pos¬ 
sible that there was no increase in over-all pro¬ 
ductivity — or even an actual decrease. 

This possibility is suggested in the valuable 
study by Solomon Fabricant of the various fac¬ 
tors making for increased and decreased pro¬ 
ductivity under war conditions. Writing in 
September 1942, Fabricant believed that an in¬ 
crease in productivity of 3 or 4 per cent prob¬ 
ably took place between 1940 and 1941 (which 
corresponds roughly with the percentage sug¬ 
gested above), but that the advanced stages of 
the war would probably bring lessened pro¬ 
ductivity, as measured by output per worker.* 5 

What actually happened to over-all produc¬ 
tivity during the war, however, probably 
means little in forecasting output per worker 
in the 1950 decade. It is more important — but 
no less difficult — to visualize the effects upon 
future labor productivity of the various tech¬ 
nological advances achieved in the war econ¬ 
omy. On the whole, technological progress will 
probably be accelerated, although its direction 
will be distorted and its economic effect tem¬ 
porarily offset by adverse factors. Shortage of 
labor and rising wages, characteristic of the 
war economy, in some cases stimulated more 
economical utilization of the work force. 
When mechanical laborsaving devices became 
scarce or disappeared from the market, man¬ 
agement had to find ways of improving meth¬ 
ods and avoiding waste of time and material. 
Thus, our whole productive system has prob- 

a 3 * In Productivity of Ijtbor in Peace and War. As 
for productivity during the bter Maces of the war ef¬ 
fort, Dr. Fabricant observes (writing in September 
1912) that "An actual fall in productivity per worker as 
well as per man-hour is not outside reasonable expectation 
for ibis year, in view of the so-called ’priorities unemploy¬ 
ment* I'criod through which we have been passing, the 
coMly manufacture of synthetic rubber and other substi¬ 
tutes. the bringing into production of high cost copper and 
other mines, the Continued dilution of the labor force, etc. 
Further lengthening of the work week abo may contribute 
to a decline in productivity. Indeed, the forces making for 
decline in labor productivity are perhaps iust now begin¬ 
ning to gain momentum. During 1940 and 1941 we may- 
have l*een in much the same stage as in 1914-16. Labor 
productivity may not rise at all this year, just as it slid not 
in 1917-18." 


ably come out of the war more streamlined 
and efficient. With production shifting from 
swords to plowshares, however, labor and 
material shortages, reconversion difficulties, 
strikes and shutdowns and the general “let¬ 
down" after the strenuous war effort resulted 
in many instances of lowered productivity. 
The same difficulties after World War I proved 
to be temporary, though painful. If they can 
be overcome now, over-all output per man¬ 
hour a few years hence will probably rise to 
a considerably higher level than before the 
war, at least to the extent that it would have 
increased in accordance with the long-range 
trends of the past. 

4. Demobilization and Readjustment 

Although the size of the labor force and the 
total volume of employment continued to rise 
throughout 1944, this was due largely to fur¬ 
ther expansion of the armed services, for civil¬ 
ian employment declined slightly during the 
year. Readjustment of the war economy really 
began shortly after the peak of war produc¬ 
tion in the last months of 1943. Employment 
in war industries declined by about half a mil¬ 
lion in the first half of 1944 and continued 
downward, but at a somewhat slower pace, 
throughout the rest of the year. Working 
hours in the spring of 1944 also began to fall 
below the corresponding months of the previ¬ 
ous year and this decline continued through¬ 
out the year. 

a. transitional employment shifts 

The magnitude of the transition from war 
to peace can be visualized by considering the 
situation in the late fall of 1944. By that time 
close to a million munitions workers had al¬ 
ready been demobilized and transferred to 
civilian activities, but the labor force had risen 
above 64 million with less than a million un¬ 
employed and about 7 million emergency 
workers in the labor market/ 4 With more 
than 63 million at work, about 34 million were 
employed in supplying the needs of the civil- 

24 - See Appendix 1 for data used in this section. 
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ian population and 29 million were engaged in 
supplying war requirements. Of the latter, 
close to 12 million were in the armed forces, 
some 8 million in the munitions industries and 
about 9 million in other war-related activities. 
On the face of it, this appeared to present 
the problem of finding peacetime jobs for some 
29 million workers within a few years after the 
end of the war —in addition to providing 
work for normal accessions to the labor mar¬ 
ket. 

Such an alarming picture of the difficulties 
of reconversion was of course wholly unrealis¬ 
tic. In the first place, although the armed 
forces were demobilized with great rapidity 
during the year after V-J Day, the peacetime 
strength of our military establishment is not 
likely to fall much below 2 million over the 
next decade or so. Hence about 10 million of 
military personnel will have returned to civil¬ 
ian pursuits by the end of the decade." Of 
these perhaps a half million casualties may be 
unable to enter the labor market. Thus, of the 
29 million in war work and war-related activi¬ 
ties at the peak, only 26 to 27 million had to 
find their places in civilian life. 

Reconversion of War Industry 

The fact that some of the 8 million muni¬ 
tions workers and a large number of the 9 mil¬ 
lion workers in war-related activities were to 
go on working at the same jobs in the same 
factories was often overlooked in describing 
the difficulties of reconversion. In many other 
cases the shift to peacetime activities could be 
made with little delay. Exactly the same prod¬ 
ucts often serve both war and peacetime pur¬ 
poses, and plants turning out such products do 
not have to be converted to war or reconverted 
to peace. This is true of such raw material in¬ 
dustries as coal mining, oil production, steel 
mills and lumber production, of foodstuffs, of 
many fabricated products such as machinery, 

. ? 5 - Of course this docs not mean that 2 million *>f cX * 
ut'njt personnel will still he in uniform in 19S‘». f-»r ili-.rc 
W, J* be rapid and extensive replacement «.f veterans by 
voluntary recruits to the regular establi'lunent and p"»- 
*'°ly by military trainees. 


and of transportation and utility services. 
Probably some 5 million of the peak number 
of “war workers" shifted to peacetime produc¬ 
tion without any change in their work. - '*' 

For some consumer goods, reconversion 
meant new product designs but no fundamen¬ 
tal change in tools and techniques. This type 
of adjustment was possible in textiles, leather, 
rubber and chemical industries, as well as in 
the production of apparel, electrical machin¬ 
ery, optical goods, scientific, professional and 
photographic equipment, and the like. These 
enterprises were able to shift to peacetime pro¬ 
duction without interrupting operations for 
more than a few weeks. The short reconver¬ 
sion period gave enough time for deferred re¬ 
pairs of workshops and reshuffling of person¬ 
nel, including replacement of emergency war 
workers by returning ex-servicemen. Employ¬ 
ment in industries of this type was probably 
between 4 and 5 million at the employment 
peak in laic 1944 - 

A far-reaching reorganization and retooling 
were necessary in automobile and airplane 
factories, in shipyards, and in the machinery 
and chemical industries, which had been con¬ 
verted to production of guns, munitions and 
explosives. In other words, it was the muni¬ 
tions industries proper, which employed about 
q million at the peak of the war effort, perhaps 
8 million at the end of IQ 44 and some 6 mil¬ 
lion shortly after the German surrender, that 
presented the major problem of reconversion. 

All in all. complete industrial demobiliza¬ 
tion probably required little or no readjust¬ 
ment in enterprises that employed 10 million 
out of the 17 million workers engaged in in¬ 
dustrial war work at the peak ol the b< om but 
some fundamental readjustments in muni¬ 
tions and other concerns employing about 7 
million persons. 


26. Thi* estimate imlu«U< m«- «• 
jhmit 3 million conamcifn w .rkri* 
thomjn.l in textile in •«» •<"• - 

ami planing mill*, ino.non in »t 
trio. 500.000 in ihr li 1 •!" l,,,n 
liomlrol iliouvaml in rn.i.lni 
<4 transportation r»|uirnui*». 
nail 3i**l water ita«*r ,,f ' " 
tici. 


500.000 miners, 
several luin.lr..! 
i.i o.. iii »a\vmi"» 
nr. clay an«l nla*s »n*!uv 
ml urol imluxtrv. *c\»ral 
i\ * ."».l pr.iJiKtion 
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Deflation of Labor Force 

Re-employment of returning servicemen 
and of workers laid off by munitions indus¬ 
tries has been facilitated by withdrawal of 
emergency war workers from the labor mar¬ 
ket. The labor force was expanded during the 
war at the price of temporary disorganization 
of the educational system, disruption of family 
households, and by employment of the handi¬ 
capped and superannuated. 

The maximum of about 7 million emer¬ 
gency workers who were in the labor force 
in the winter of 1944-1945 consisted predomi¬ 
nantly of those who expected to leave the labor 
market at the end of the war. It is true that not 
all the boys and girls who left school to enter 
the armed forces or to take office or factory 
jobs are returning to school or college. As a 
surplus group in the labor force, however, they 
“disappear” as soon as they reach the age 
when they would normally have entered gain¬ 
ful work. In other words, this surplus is being 
progressively “liquidated" as the nation re¬ 
turns to the prewar pattern of school attend¬ 
ance. The process will be completed long be¬ 
fore the end of the decade. 

Likewise most of the married women, espe¬ 
cially service wives, were eager to return to 
their homes as soon as possible. This tendency 
was evident even at the peak of the war effort. 
After each layoff in war industries in early 
1944, a large proportion of working women 
left the labor market — some temporarily, 
others for good. On the other hand, some of 
the married women who found jobs outside 
their homes during the war were inclined to 
stay in the labor force; but this again was in 
line with the long-range trend toward greater 
participation of women in the labor force. 
Most of the superannuated and handicapped 
workers were squeezed out of the labor mar¬ 
ket soon after the end of the war, although 
some remained to compete with each other for 
dwindling work opportunities. Inasmuch as 
nearly 6 million emergency workers left the 
labor market within a year after the war’s end, 
it is reasonable to expect that the deflation of 
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the labor force to normal dimensions will be 
virtually complete by i950. 2T 

T ransitional U nem ploy men t 

Although the demobilization of war person¬ 
nel and reconversion of industry from war to 
peace has proved to be a less formidable tech¬ 
nical problem than it was sometimes made to 
appear, it has involved some temporary 
unemployment, as well as the reduction and 
eventual elimination of overtime work. 

Unemployment during the period of peak 
wartime activity dropped to the abnormally 
low level of less than a million. During the pe¬ 
riod of reconversion after the end of the war 
there was considerable turnover unemploy¬ 
ment and temporary idleness while workers 
were returning to their prewar homes and 
jobs. Unemployment of this frictional kind 
rose to nearly 3 million in the early reconver¬ 
sion period and thereafter declined. As boom 
conditions subside, unemployment is likely to 
increase again. Past experience shows that 
even under "normal” conditions of high-level 
employment assumed by this survey, unem¬ 
ployment will probably average as high as 5 
per cent of the working force, or about 3 mil¬ 
lion. This would be about 2 million more 
than the maximum number unemployed at 
any time during 1944. 

Curtailment of Wording Hours 

The average length of the work-week 
reached its highest level of more than 48 hours 
in the late fall of 1943. Thereafter working 
time was progressively curtailed, each month 
after May 1944 falling behind the correspond¬ 
ing month of the year before. For the year 1944 
as a whole, the employed labor force worked 
about one hour less per week than in 1943. 
Curtailment of working hours continued in 
1945 and was accelerated after the war’s end. 

However, certain industries continued to 
work more than 40 hours during the early 
part of the transition period. This was the case 
not only in the capital goods and construction 

27. Src Appendix i, also I-nng, op. eil.. pp. 64-^5. 
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industries, but also in many consumers* goods 
industries, such as textiles. 

On the whole the experience during the war 
and immediate postwar period suggests that 
average working hours arc falling back rap¬ 
idly to prewar levels. Once these levels have 
been reached, the long-term gradual trend 
toward a shorter work-week is likely to con¬ 
tinue. , 

Reduction of working hours from the war¬ 
time level to normal peacetime levels in it¬ 
self creates additional labor requirements for 
civilian production. If the estimated 34 mil¬ 
lion workers supplying normal peacetime 
needs in the fall of 1944 had been working 47 
hours a week (which was the average for both 
war and nonwar workers), a reduction in the 
work-week to the 1940 average of 44 hours per 
week would have required 4 million addi¬ 
tional workers to turn out the same volume 
of goods and services. As average hours of 
work in civilian activities at that time were 
undoubtedly less than in war industries, 3 mil¬ 
lion is probably a more reasonable estimate of 
the additional jobs required by the immediate 
downward adjustment of working hours. 

b. DEMOBILIZATION AND RE-EMPLOYMENT 

To summarize: at the peak of the war in 
the winter of 1944-1945, about 63 million were 
at work, 34 million supplying civilian needs 
and about 29 million meeting war require¬ 
ments either as members of the armed forces 
or as industrial workers. Readjustment to 
peace —which was already largely completed 
within a year after the end of the war — ilms 
involved the reabsorption of these 29 million 
workers into normal peacetime activities. 

Out of this total, about 2 million will prob¬ 
ably have to be retained as military personnel 
for years to come. At least 6 million of the 7 
million emergency workers will be out of the 
labor force long before the end of the decade. 
Curtailment of working hours among the ^4 
million workers engaged in meeting civilian 
needs accounts for an additional 3 million 
jobs. Unemployment, which drop|x-d to the 
abnormally low level of less than a million in 


the winter of 1944-1945, will probably average 
around 3 million under normal conditions of 
high-level activity. Thus the immediate prob¬ 
lem of readjustment to peacetime conditions 
involved the shift of about 16 million work¬ 
ers— rather than 29 million — from “war 
work” to civilian jobs. Allowing for nearly 
half a million war casualties and for normal 
accessions to the labor force of over halt a 
million each year, “high employment" in 194S 
would mean providing civilian employment 
for a total of around 52 million workers. 

While this is half again as many as were 
employed in supplying the war-limited civil¬ 
ian requirements in the winter of 1^44-1945. it 
is only about 10 per cent more than the aver¬ 
age number of persons actually at work in 
1940. Obviously, the immediate problems of 
postwar demobilization and re-employment 
were not nearly so formidable as they ap¬ 
peared to many observers. In fact, within a 
year after V-J Day, under the influences of 
the postwar boom, civilian employment rose 
to higher levels than ever before achieved — 
and probably to higher levels than will prevail 
under more normal conditions toward the end 
of the present decade. 

5. Labor Force and Futi rf Oi tpit 
In spite of the drastic readjustments in em¬ 
ployment and working conditions caused by 
the war. its effects on the size of the labor 
force will probably prove to he temporary. 
The effectiveness of the labor force as a factor 
in our future capacity to produce can there¬ 
fore best he estimated by projecting the long¬ 
term trends in the si/e of the labor force, in 
average working hours and in productivity. 

a. LABOR FORCE IN 195 ° 

If this conclusion is correct, the si/e of the 
1950 labor force can he estimated by projecting 
past trends of "participation in the labor force" 
for various sex and age groups. '1 Inis, it can be 
assumed that participation by women will con¬ 
tinue to increase, as it has over the past several 
decades; that child labor will continue its rapid 
decline until it has virtually disappeared; 
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and that the proportion of gainful workers 
among persons over 65 years of age will con¬ 
tinue to fall. The proportion of men 16 to 44 
years of age in the labor force will also prob¬ 
ably continue its gradual long-term decline be¬ 
cause of longer school attendance by those at 
the lower end of this age scale. 

The size of the “normal" labor force has 
been estimated by the Bureau of the Census for 
each year of the 1940-1950 decade by project¬ 
ing these long-term trends on the basis of 
the estimated growth of the population and 
changes in its sex and age composition. The 
increase from the actual labor force of about 
53.3 million in 1940 to the estimate of nearly 
59.2 million in 1950 means that more than 3.3 
million persons were added to the normal la¬ 
bor force during the first half of the decade, 
and less than 2.6 million will be added during 
the second half. 

The Census points out that this decline in 
the rate of growth is in line with past tend¬ 
encies and can he expected to continue in the 
future. During the 1920*5, the annual rate of 
increase in the labor force was 1.6 per cent. 
This dropped sharply during the 1930’$ and 
rose temporarily in the first half of the present 
decade, averaging 1.2 per cent for the entire 
period. It will fall in the last half of the present 
decade to 0.9 per cent per annum. (See Table 

» 9 * •) 

The Census attributes the slackening in the 
rate of growth to two principal factors: "the 
reduction in the rate of population increase; 
and the long-term declines in the proportions 
of workers among hoys and girls of school age. 
among men and women over 65, and to some 
extent among men in the intermediate age 
groups" and further observes that 

The effect of these two factors is modified by the 
increasing proportions of women in the labor 
force between 20 and 65 years of age. and by the 
shifting age com|x>sition of the population. Up to 
the present, the decline in the rate of growth of 
our population has resulted in an increasing pro¬ 
portion of persons in the age groups in which the 
percentage of workers is relatively large. This 
trend [has] reached a turning point during the pe¬ 
riod 1940 to 1945; in these years a maximum pro- 


Table 191 

Size and Composition op Labor Force in March 
1940 and Estimated “Normal" Labor Force 
in March 1945 and 1950, by Sex and Ace 
{In Thousands) 


Group 

1940 

>945 

>950 

Total 

53» 2 99 

56,621 

59 ,*65 

Male, 14 years and over 

40,284 

41,929 

42,852 

14 to 19 

2,619 

2,406 

2,*55 

20 to 24 

5.035 

5 , 39 * 

5.169 

25 to 44 

18,817 

*9.657 

20,611 

45 w 6 4 

".954 

12,587 

12,974 

65 and over 

*.859 

I.887 

*,944 

Female, 14 years and 
over 

13,015 

* 4.692 

*6,312 

14 to 19 

*,395 

1,209 

*,038 

20 to 24 

2,688 

2,877 

2.783 

25 to 44 

6,107 

7.287 

8.547 

45 <0 64 

2,550 

3.030 

3.637 

65 and over 

275 

291 

308 


Sourer: Bureau of the Census, Special Reports, Normal 
Growth ot the Labor Force in the United Statex: 1940 
to 1950. June 12, 1944 (Series P-44, No. 12). 

Note: Slight discrepancies in additions are due to 
rounding. 

portion of the population is :n the "productive" 
age range. This fact, together with the increasing 
proportion of women in the labor force, is re¬ 
sponsible for the temporary upswing of the "nor¬ 
mal” rate of increase in the labor force during the 
first half of this decade. In future years, the age 
composition of the population will be progres¬ 
sively less favorable to labor force growth. 18 

Since the size of the normal labor force in 
March of each year is smaller by about 1.3 mil¬ 
lion than the average size for the year as a 
whole, the Census estimate of 59.2 million for 
1950 (as shown in Table 191) would mean 
an average for the year of 60.5 million. An al¬ 
lowance for war casualties, which are not 
taken into consideration in the Census esti¬ 
mate, would indicate an average normal la¬ 
bor force of 60 million for the year 1950. As 
indicated in Chapter 2, this figure can be criti¬ 
cized as being cither too low, on the grounds 
that some of the war emergency workers will 

at. Bureau of the Census, Special Reports, Normal 
Grou-th of the Libor Force in the United States: 1940 to 
19$0. June 12. 1944 (Series P-44. No. la). 
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still remain in the labor market until 1950, or 
too high, on the grounds that the Census pro¬ 
jections presume a too rapid increase in the 
“propensity” to be in the labor force on the 
part of women in the middle age groups. 10 

An average of 60 million workers in 1950, 
however, would mean that the proportion of 
the population in the labor market and the av¬ 
erage number of workers per family would be 
higher than in any previous peacetime period. 
In any event, the figure of 60 million seemed 
more appropriate for the purposes of this sur¬ 
vey and it has been used as one of the basic as¬ 
sumptions in preparing estimates of what the 
probable total output of goods and services 
would be in 1950 under conditions of stable 
prosperity and high-level employment. 

b. LABOR FORCE IN i960 

The uncertainties surrounding any attempt 
to project past trends of population and "labor 
force participation" by sex and age groups into 
the future become much greater when an at¬ 
tempt is made to look ahead as far as i960. Al¬ 
though the Census has not issued estimates of 
the “normal” labor force for years beyond 
1950, the Bureau observes that "The tend¬ 
encies of recent decades imply that in the fu¬ 
ture the Nation’s labor force will grow more 
slowly than in the past," largely because “the 
age composition of the population will be 
progressively less favorable to labor force 
growth.” 80 

Because of these considerations, as well as 
such "institutional” influences as old-age re¬ 
tirement and longer school attendance, the la¬ 
bor force will undoubtedly grow much more 
slowly from 1950 to i960 than during the 194 ° 
decade. In fact, a further decline in the rate of 
growth from that prevailing at the end of the 
1940 decade —less than 500,000 for i 949 “ , 05 °» 
according to Census estimates, compared with 

29. The estimate of 60 million in the normal l.d**r 
force is about one per cent lower than the average ol to 
other estimates of what the actual si/c of the I.«l*«r l»rce 
will be in 1950; sec Table 4 and Chapter 2 f..r «l.*<m- 
»ion of other estimates. See Appendix 30 f-»r discussion 0! 
Census projections of labor force participation. 

30 . Normal Growth of the Labor Force ,n the V rut cl 
Stater. tt) 4 o to /950. 


nearly 700,000 between 1940 and 1941 — seems 
highly probable. The estimate of an average 
of 63.4 million in the i960 labor force used in 
this survey, as explained in Appendix 30, is 
based on the estimated age and sex composi¬ 
tion of the population in that year. It assumes 
further moderate declines in the proportions 
of the youngest and oldest age groups of both 
sexes in the labor force, substantially increased 
participation by women in the labor force, 
compared with 1950, and no change in labor 
force participation by men in the middle age 
groups. Although this estimate implies a much 
smaller increase than during the 1940 decade, 
it is believed to be reasonably consistent with 
probable developments and with the assump¬ 
tions underlying this survey. 

It must be frankly admitted, however, that 
projection of population trends for age and 
sex groups as far ahead as fifteen years is 
highly speculative; this is doubly true in at¬ 
tempting to estimate the "propensity" of each 
group to become members of the labor force. 
Whereas the estimate of 60 million in the nor¬ 
mal labor force in 1950 is unlikely to be out of 
line in cither direction by much more than a 
million, the error in the estimate of 63.4 mil¬ 
lion for i960 could easily be twice as great. 

c. UTILIZATION AND PRODUCTIVITY OF FUTURE 
LABOR FORCE" 

What we can produce with a 1050 1 ‘bor 
force of 60 million and a i960 force of 63.4 mil¬ 
lion will depend on the extent to which the la¬ 
bor force is utilized and on its productivity at 
high levels of activity. In other words, the 
number of persons actually at work, the aver¬ 
age length of the work-week and the output 
per man-hour will determine the total output 
of goods and services. 

Employment 

How much unemployment is consistent 
with "full employment” of the labor force is 
essentially a matter of definition about which 
there arc honest differences of opinion among 

31. See Chapter 2 lot .« discussion of the assumption* 
regarding employment and unemployment, as well a* 
hours of work ami productivity. 
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competent investigators. Certainly, all of them 
would agree that complete “full employment ’ 
can never be achieved. Even at the peak of the 
war effort, when demand for labor was strong 
enough to have drawn 7 million emergency 
workers into the labor market, 600,000 per¬ 
sons were out of work. 

Estimates of the amount of unemployment 
to be expected at high levels of activity in 1950 
(as shown in Table 4) vary from 1.5 mil¬ 
lion to 4 million, or from less than 3 per cent of 
the labor force to nearly 7 per cent. For the 
purposes of this survey it seemed more realistic 
to assume that an attainable high level of ac¬ 
tivity for the future would be roughly com¬ 
parable to what was actually maintained dur¬ 
ing the prosperous last half of the 1920’$, 
rather than to a theoretical maximum of "full 
employment” and "capacity operation of the 
economy.” In view of the volume of unem¬ 
ployment in past periods of prosperity, and 
especially during the 1920s, an assumption 
that high levels of activity in the future would 
involve average unemployment amounting to 
5 per cent of the labor force appeared to be 
reasonable. 

On tins basis, 3 million of the 1950 labor 
force of 60 million would be unemployed, and 
an average of 57 million would be at work. 
With 3.2 million of the 1960 labor force of 63.4 
million out of work, an average of 60.2 million 
would be employed. These assumptions com¬ 
pare with an actual labor force numbering 54.4 
million in 1940, when an average of 7.5 million 
were out of work and 46.9 million were em¬ 
ployed. 

Honrs of Wor ^ 

The trend of working hours both in agricul¬ 
ture and in nonagricultural activities has been 
steadily downward over the past century, and 
this trend appears to have been accelerated 
in recent decades. The estimated customarv 
work-week in agriculture fell from about 72 
hours in the 1850-1S60 decade to a little above 
52 hours in 1940; in nonagricultural activities 
the standard work-week declined bv more 

J 

than a third from 1S50 to 1940 — from about 


69 hours a week to 44. Allowing for lost time 
and part-time operations, estimated actual 
working time for agriculture and nonagricul¬ 
tural activities combined declined from 70.6 
hours in 1850 to 43 hours in 1940. This was an 
average decline in the length of the work-week 
over the entire period of about 3 hours per 
decade. However, the average decline per dec¬ 
ade for the last three decades of the period was 
about 5 hours per week. 32 

There is every reason to believe that this 
long-term decline in working hours did not 
end abruptly in 1940, but will continue at least 
over the next decade or two. The goal of the 
40-hour week had not yet been attained by 
1940, while the rise in working hours that be¬ 
gan when the defense program got under way 
reversed itself more than a year before V-E 
Day, and the decline was sharply accelerated 
after the surrender of Japan. 

It has been assumed (as explained in Chap¬ 
ter 2) that the standard work-week in non¬ 
agricultural pursuits would fall from 44 hours 
in 1940 to 41 hours in 1950 and to 38 in 1960, 
and that customary hours in agriculture would 
decline from slightly above 52 hours per week 
in 1940 to 50 hours in 1950 and to 48 in i960. 
Allowing for lost time and part-time opera¬ 
tions and for further extension of annual vaca¬ 
tions with pay, this would mean that at high 
levels of economic activity in 1950 the actual 
work-week for agricultural and nonagricul¬ 
tural pursuits combined would average 40.8 
hours in 1950 and 37.7 hours in i960. Since the 
estimated actual work-week in 1940 was 43 
hours, this would mean a decline of 2.2 hours 
in the present decade and — chiefly because of 
the assumption that the two-week annual va¬ 
cation will become virtually universal by i960 
— a further decline of 3.1 hours during the 
1950 decade. 

Productivity 

Labor productivity, or output per man-hour, 
of those employed in 1950 and i960 is the third 

32. See Appendix 3 for estimates of the standard and 
average work-week for 1850 and every tenth year there¬ 
after to 1940, and Chapter 2 for a discussion of these 
trends. 
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factor determining the productive capacity of gross national product about S . 7 7 billion in 

the labor force Recent changes in labor pro- W* conditions of high .l CV el activity in 
ductivity have been discussed earlier in this that Go 2 million 

bri r £rs3is 

pc' annum compounded - would'continue ^ld^about S^J 

*32 mate St^billion. and gross national product 

hour-as measured by national income at $mi billion m 1960- 

'£> S“ 5 «m°st "dtoToj 7 ! «nts 'in Un<Ur -*-W“ Colons 
zi Under the pressure of war s impcrame, \%e 

were able to produce a much larger volume of 
d. productive capacity of labor force h an d services than would have been pos- 

The productive capacity of the future labor sib i c a t the hours of work prevailing a ! * 
force or the output of goods and services that limc ,hc defense program began — c\cn if c 
would be produced at high levels of activity, had had relatively full employment of the nor- 
can of course be readily determined - grant- ma l labor force. This great expansion of out¬ 
ing the assumptions stated above. These as- put was made possible hugely by <0 empl >- 
sumptions it must be remembered, contcm- ing most of the unemployed workers. (2) a, 
plate "normal" conditions of high-level activ- ing several million emergency work*™ '° lhe 
ity rather than the operation of our economy labor force, and (?) increasing hours of work, 
under "forced draff as a, the peak of the war These three methods of -panding our ca- 
effort in 194}—)45- The war emergency dem- pneity to produce would be as . a e ( 
onstrated our ability to increase substantially any future emergency. In fact. lh 
our capacity to produce by expanding the labor bor force" would be *>m^what rger in the 
force and employing a larger proportion of it, 1950 decade, not only because o 
Indbythe ^work-day and the population but because 


work-week. 

Under "Normal" Conditions 
With 57 million persons working an average 
of 40.8 hours per week in 1950, total man- 


pOIIUhlllUU ---I * , , 

this survey assume that with longer school at¬ 
tendance and earlier retirement a smaller pro¬ 
portion of the youngest and of the oldest age 
classes will be in the normal labor force. 

of 40.8 hours per"week in i 95 ototal man- ^£££33^ 
hours for the 52-wcck year would amount to I ccnl oi lbc labor force — as at 

121 billion. Total national income, on the has. • ^ rcccnl war effort. This would 

of a net output of 87.5 cents per man hou , I * miUion out of the assumed nor- 

would amount to about S106 billion in 1940 * f , million would be 

prices. Gross national product on the basis of mal t^ing force in .950. 

the relationship between it and nauona ^ Md "normally" unemployed in 

come during recent years would amount million minht be expected to 

about $134 billion. In terms of the ^^ p i oymc m under pressures comparable 

level-about 32 per cent above 1940 n emergency of World War II. 

lional income would be about $14“ »>' U,on and ,0 lhc 
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At the high point of war employment in the 
winter of 1944-1945, the normal labor force 
was augmented by 12 per cent through the ad¬ 
dition of about 7 million emergency workers. 

In another national emergency, mobiliza¬ 
tion of the labor force along the same lines as 
during the war could be expected to add at 
least 12.5 per cent to the normal labor force in 
1950 and — because of the assumed growth of 
the reserve labor force during the next decade 
— perhaps as much as 14 per cent in i960. This 
would mean about 7.5 million additional 
workers in 1950 and 8.9 million in i960. 

If these admittedly speculative — but not 
extravagant — assumptions are correct, it 
would be possible to expand employment from 
the assumed normal of 57 million to 66.9 mil¬ 
lion under the stress of an emergency in 1950; 
and in i960, from 60.2 million to 71.7 million. 
Since even the peak war effort had not com¬ 
pletely exhausted the labor supply, adequate 
incentives might produce enough workers to 
fill 67 million jobs in 1950 and 72 million in 
i960. These estimates are in terms of yearly 
averages. At the midsummer peak in 1950, em¬ 
ployment would rise to 70 million or more, 
and in i960 to at least 75 million. 

Speculation about the maximum length of 
the work-week that could be achieved under 
emergency pressures in 1950 and i960 is sur¬ 
rounded with even greater uncertainties than 
an attempt to estimate how many additional 
workers could be drawn into the labor market. 
With the extension of overtime work and 
the progressive elimination of vacations, the 
length of the work-week increased from an es¬ 
timated average of 43 hours per week for the 
year 1940 to 47.6 hours per week for 1943, or 
by nearly 11 per cent. 

It would probably be a mistake to assume 
that the 1943 average could be maintained un¬ 
der comparable conditions in 1950 and i960. 
The downward trend of working hours over 
the past several decades has been partly a mat¬ 
ter of choice because increased productivity 
made it possible to enjoy more leisure as well 
as more goods, but also partly a matter of ne¬ 
cessity because the increased tempo of work in 


modern industry makes a shorter work-day es¬ 
sential. With continued increases in productiv¬ 
ity over the next decade and a half, it is more 
reasonable to assume a maximum work-week 
shorter than at the peak in World War II. 

On the other hand, it seems logical to con¬ 
clude that the progressive shortening of the 
work-week assumed in this survey for the 
1950 decade will provide sufficiently greater 
"elasticity” to permit much more than an 11 
per cent expansion under emergency condi- 
tions. ,J What the effect of these conflicting in¬ 
fluences will be can only be a matter of judg¬ 
ment, but it may not be out of line to conclude 
that the maximum work-week under emer¬ 
gency conditions would be at least 47 hours 
in 1950 and 46 hours in i960. 

With 67 million persons working an average 
of 47 hours per week in 1950, total man-hours 
would amount to 164 billion. In i960, with a 
work-week of 46 hours and 72 million work¬ 
ers, total man-hours would be 172 billion. 
These totals, which compare with 121 billion 
man-hours for 1950 and 118 billion for i960 
under “normal" conditions of high level of ac¬ 
tivity, indicate that we would be able to ex¬ 
pand our total labor input by almost 36 per 
cent in 1950 and by 46 per cent in i960. 

Experience during the war furnishes no 
clear evidence as to whether productivity in¬ 
creased slightly or showed an actual decline 
between 1940 and the peak year 1944. (Sec 
Chapter 1.) If the net output of 87.5 cents per 
man-hour estimated for "normal” high-level 
activity in 1950 can be assumed to apply at 
emergency levels, national income would 
amount to $144 billion in 1940 prices, and gross 
national product to about $182 billion. In 
terms of the 1944 price level, national income 
would be $190 billion and gross national prod¬ 
uct S240 billion. Thus, the labor force of 1950 
working at maximum capacity would be able 
to turn out well over one fifth more goods and 
services than the actual gross national product 
of $199 billion in the peak year 1944. 

3 *. For one thins. the elimination of vacations would 
alone account for an estimated 0.8 hours per week in 1950. 
and for 1.5 hours in i960, as compared with 0.5 hours in 
1940. Sec Appendix 3. 
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Table 192 

Estimated Capacity of the Labor Force Under 
Conditions in 1950 and i960. Compared 


“Normal" and “Emergency 
With 1940 and 1944 


»» 


-Nor mar "Emergency" 



1940 

Labor force (In Millions )“ 

54-4 

Unemployed 

7-5 

46-9 

Employed 

Hours per week* 1 

43.0 

Man-hours per year (In Billions ) b 

104.9 

Net output per man-hour 

(1940 prices)** 

74-°v 

National income (In Billions) 

1940 prices® 

S 78 

102 

1944 prices- 

Gross national product (In Billions) 

1940 prices* 

S 97 
128 

1944 prices- 


1944 

r 1950 

i960 

‘ 95 0 

1960 

64.0 

60.0 

63.4 

— 

— 

0.8 

3.0 

3- 2 

— 

— 

63.2 

57.0 

60.2 

67 

7 2 

46.7 

40.8 

37-7 

47 

46 

*53-5 

120.9 

118.0 

164 

172 

79-3* 

«7-5 1 

103-tf 

87-5? 

103.4? 

S122 

$106 

$122 

$*44 

$178 

▼ 

161 

140 

161 

190 

2 35 

Si5* 

$134 

$*53 

S«82 

$223 

199 

*77 

202 

240 

295 


Source /: , ( 0 an j , 944 fipurcs; Appendix 3 for «95° ' 9 *° 

o, ?2~W fiEUic. 

c.' Table ?8 lor mi 1950. 19 ^. •»''^« nt ahovc , 91 o; .ee alw Table 18. 
i auo Table 

— lo —* ba,ion - 


’normal" 


For i960, with a “capacity labor input of 
.72 billion man-hours and average net output 
per man-hour of 103.4 cents, national income 
would amount to $178 billion in 194° P r, *f s> 
and gross national product to $223 billion. On 
the basis of the 1944 price lcve ’ national income 
would come to $235 billion and gross national 
product to approximately $295 billion. 1 c 
further gains in productivity and in the avail¬ 
able supply of labor would thus make it pos¬ 
sible for us, with a roughly comparable clTort 
in i960, to surpass the war record by almost 50 
per cent. 

Summary 

These estimates of the "maximum proac¬ 
tive capacity” of our future labor force arc 


mmarized and compared with actual output 
1940 and 1944 and with estimates of "nor- 
al" output under conditions of high-level ac- 
rity in 1950 and i960 in Table 192- These 
ugh estimates make it clear that we can 
catly surpass normal output under the pres- 
irc of necessity, as we did during the war. 
ut experience during the war also makes it 
car that, although the labor supply const.- 
ties the ultimate ceiling on production, it 
, only one of the determinants of our produc- 
vc capacity. Almost four years passed after 
lie defense program began in the summer of 
040 before we were able to mobilize and co- 
irdinate all the material and human resources 
,ceded to achieve capacity operation ot our 
economy in turning out a gross national prod- 
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uct more than 40 per cent of which was de¬ 
voted to war purposes. Whether or not as 
much time would be required to meet a com¬ 
parable future emergency, it is clear that the 
“reserve labor capacity” — that is, the differ¬ 


ence between the normal volume of employ¬ 
ment and length of the work-week and those 
under emergency conditions — can be drawn 
into use only gradually and by means of in¬ 
creasing incentives and pressures. 


572 



CHAPTER 23 


NATURAL RESOURCES 


The development of the American economy 
has been determined in large measure by the 
natural resources at our disposal and by our 
ability to obtain from them the raw materials 
that supply the foundation of our economic 
activity. The normal industrial consumption 
of many essential raw materials in the United 
States is equal to that of the rest of the world 
combined. Fortunately, we arc more nearly 
capable than any other great power (unless it 
be the Soviet Union) of meeting our normal 
demands from resources within our own 
boundaries. 

Among all the countries of the world the United 
States is the leading consumer of nearly any raw 
material one cares to name, and considering t ic 
raw material field as a whole — though there arc 
naturally great variations as concerns specih 
commodities —it is also the world s leading pro¬ 
ducer. ... In the period between 1925 and 1929 
during which world consumption and production 
of raw materials reached their highest pre-war 
levels, the United States was the largest consumer 
in the world of every important metal and or as¬ 
bestos, coal, mica, petroleum, 
sulphur. During the same period the Unitcu 
States was the world’s largest producer of alumi¬ 
num, copper, iron ore, lead, molybdenum zinc, 
coal, mica, petroleum, phosphates and sulphu . 
was the second largest producer of bauxite and 
magnesite, and practically tied for second p a c 
in the production of wool. It was the third largest 
producer of mercury, tungsten, vanadium ana 
nitrates . 1 

In 1939 the physical production of industrial 
minerals in the United States was almost four 


times as large as Russia’s, which was second to 
ours, and larger than the combined output ot 
Russia, Germany, the British Isles, Canada 
and Newfoundland, Venezuela, France and 
the Japanese Empire. Our complex needs arc, 
however, far beyond the power of any one 
country to supply. Considerably more than 
half of our 1929 imports (valued at 5 -M bil¬ 
lion) consisted of commodities that the United 
States docs not produce at all — or that it can¬ 
not produce in sufficient quantity to meet the 
requirements of American industry. 

The American economy produced a total ot 
1 481,000,000 tons of raw materials, or 11.4 tons 
per capita, in i 9 39- Of this, 1.7 tons of materia 
capita, more .ban half of which was fuel 
wood, came from forests.* Mineral materials, 
including ore rather than refined metals, ac- 
counted for 97 ions per capita. Of this, 3.5 
tons were coal, 1.5 ions petroleum, r -5 <°ns 
sand and gravel, 1.1 tons stone, 0.5 tons iron 
ore, 0.4 tons copper ore; and all other minerals 

amounted to 1.2 tons. 

Although the weight of raw materials pro¬ 
vides no clue to the extent of total economic 
activity associated with each type of raw ma¬ 
terial, it is an important factor in transporta¬ 
tion, bulk distribution and the localization ot 
industries in specific areas of resource avail¬ 
ability. Coal, for example, which constitutes 
about one third of the tonnage of raw mate¬ 
rials produced in good years, provides approxi- 
matcly the same proportion of railroad freight 
tonnage and almost one fifth of the railroad 
freight revenue. Total crude minerals ac 


By Wilbert G. Fritz, War Assets Administra¬ 
tion, formerly director of the Wartime hnergy 
Resources Survey and member of the stall of the 
National Resources Planning Board. Opinions 
expressed in this chapter arc those of the author 
and not necessarily those of the agencies wit 1 
which he is or has been associated. 
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counted for more than half of the originating 
tonnage of Class I railroads in 1941, and min¬ 
erals together with products derived from 
minerals accounted for more than three 
fourths of the tonnage. 

These estimates of the physical volume of 
raw materials do not reveal the share of eco¬ 
nomic effort applied in their production. Only 
a little over 2 per cent of our gainfully em¬ 
ployed persons were engaged in mining and 
forestry occupations in 1940, and fishing ac¬ 
counted for less than one quarter of one per 
cent. The share of the national income con¬ 
tributed by these industries was also small. 
The mining industries contrihutcd about 2 per 
cent of national income and forestry and fish¬ 
ing only a fraction of one per cent in 1940. 1 * * 4 

The gross value of crude (unrefined) min¬ 
eral materials produced in the United States 
in 1939 was approximately $4-2 billion. Eight 
of the 91 varieties of minerals reported by the 
Bureau of Mines in 1939 —petroleum, coal, 
natural gas, cement, iron ore, stone, sand and 
gravel, and copper — accounted for 84 per cent 
of the total value, and for 93 per cent of the 
total weight. The mineral fuels represent two 
thirds of the value of all crude minerals pro¬ 
duced, and the value of crude petroleum alone 
was double that of all metallic ores. 

Among forest materials, too, the leading 
item was fuel, with fuel wood accounting for 
39 per cent of the value of all crude forest prod¬ 
ucts produced in 1939. Saw logs accounted for 
nearly 36 per cent, pulpwood for almost 8 per 
cent and fence posts for 4 per cent of the total 
value of crude forest products. 

1 . Factors Determining Capacity of 
Natural Resources 

The capacity of our supplies of natural re¬ 

sources to support future levels of output in 
the United States cannot be determined with 
anything approaching mathematical certainty. 

4. The mining (inJinling quarrying) income data in 
<•« rtain instances include large payments for royalties and 
large allowances for resource depletion. Forestry is the only 
other industry containing these elements in marked de¬ 
gree. although rentals and allowances for depreciation may 
he somewhat analogous. 


It will depend upon a variety of factors, in¬ 
cluding the extent of our existing reserves, 
economics in the use of various materials, the 
use of wider varieties of materials and the dis¬ 
covery of new materials and new sources of 
supply of existing materials and of new tech¬ 
niques. 

a. EXHAUSTIBILITY 

In appraising the economic potentialities of 
our resources, it is useful to consider the vary¬ 
ing degrees to which they are exhaustible. 
First, there arc those resources which arc re- 
plenishablc or available in such abundance 
that exhaustion is not a factor. Water power 
and water supplies, within limits, arc in this 
class, for their capacity can be maintained by 
regulating runoff and controlling stream flow. 
The atmosphere is an inexhaustible source of 
oxygen, carbon dioxide, nitrogen and other 
materials important to the chemical industries. 
Sea water, too, is a growing and limitless 
source of products such as bromine and mag¬ 
nesium, which may become increasingly use¬ 
ful in the future. 

At the opposite extreme are those resources 
such as coal and oil which once used are gone 
forever. The metallic minerals, however, are 
in part merely borrowed for use in products 
for a time, and then returned to the world's 
stock pile in the form of scrap. Thus a portion 
continues in service until actually lost by abra¬ 
sion, corrosion or conversion to a form in 
which recovery is uneconomic. Forests may be 
classified between mineral resources and water 
resources in their degree of exhaustibility; na¬ 
ture can replace them — but slowly and only 
with man’s help. 

The supply of some of our most valuable 
resources is likely to become deficient in one 
or two decades, and will, therefore, present se¬ 
rious problems in the 1950 decade. Supplies of 
most of our high-grade metallic ores are in' 
this class. The known zinc, lead and bauxite 
reserves that arc now commercially feasible to 
utilize will be exhausted by 1960, even with the 
rate of extraction at half the wartime rate. Al¬ 
though crude petroleum and natural gas. 
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which together have supplied 40 per cent or 
more of our annual energy supply in recent 
years, will probably not become exhausted 
within 20 years, their partial depiction will 
also present a problem in the short run. 

Some of our resources are likely to become 
exhausted in several decades but will not pre¬ 
sent problems with which we must deal in the 
near future. Most of our resources of low- 
grade metallic ores fall within this group. 
Some of the minerals, such as clays containing 
aluminum and brown ores containing iron, 
will provide a boundless supply if we can de¬ 
velop commercially feasible processes for their 
exploitation. Supplies of certain nonmctallic 
minerals such as limestone are available to 
meet all conceivable demands, while our coal 
reserves are large enough for more than a thou¬ 
sand years, even at the wartime rate of extrac¬ 
tion. 


b. ECONOMY IN THE USE OF MATERIALS 

Approaching exhaustion in the supply of 
some of our vital raw materials has dictated 
economy in their use. The case of tin illustrates 
what may be expected of other metals whose 
supply is severely limited. Developments such 
as the electroplating method of applying tin 
continuously to sheet steel have made possible 
a saving of at least 50 per cent in the amount 
used. Similar economics, as well as substitu¬ 
tions of less scarce metals, made it possible for 
a single smelter in Texas, operating on Bo¬ 
livian ore, to supply a substantial share of the 
United States’ requirements of tin during the 
war when far eastern sources were inacces¬ 
sible. 

Economy in the use of iron ore has resulted 
from the tremendous growth in alloy steels, 
particularly stainless steel. Although this de¬ 
velopment has economized on iron ore, it has 
created the problem of assuring adequate sup¬ 
plies of critical nickel and chrome. Economy 
in the latter case has been effected by us¬ 
ing small amounts of “hardeners" — boron 
blended with calcium, manganese, silicon, ti¬ 
tanium or zirconium. Molybdenum, the do¬ 


mestic production of which normally is more 
than sufficient to meet our needs, is often sub¬ 
stituted for the scarce vanadium and tungsten 
in alloy steels. 

Other economics in metal usage have been 
achieved by the reduction of waste from mine 
to final consumer, introduction of lighter- 
weight construction, increased use of scrap 
and the substitution of synthetic nonmctallic 
materials. Economy in the use of fuel has been 
in progress for many decades and will prob¬ 
ably continue in the future. (Sec Table 193.) 

c. COMPLEX USE OF WIDER VARIETY OF RESOURCES 

We have also been progressively expanding 
the capacity of our natural resources by using 
wider varieties in new and more complex 
ways. A few decades ago gasoline, aluminum, 
magnesium, chromium, tungsten, to cite a few 
examples, were rarely used. Today they have 
become so important that a probable shortage 
of supply is cause for serious concern. We have 
learned during the last few decades, and par¬ 
ticularly during the war, that substitutions and 
varied combinations of materials can play an 
extremely important part in expanding our re- 
source capacity. The basic products that result 
from refining and purifying crude materials 
may be shaped into complex forms that are 
limited only by technological advancement. 

Developments in the field of plastics have 
been among the most spectacular. Before the 
war, the plastics industry was concerned 
mainly with the production of such simple 
items as radio parts, decorative buttons, elec¬ 
trical appliances and novelties. Conversion of 
the plastics industry to war production re¬ 
sulted in a tremendous extension of the variety 
of plastic materials and a marked increase in 
the number of their uses. This was made pos¬ 
sible by developing plastics to improve their 
strength, increase their ability to withstand 
wide and sudden temperature variations, and 
increase their resistance to chemicals and salt 
water. Not only have plastics proved to be de¬ 
sirable substitutes for scarce metals where high 
tensile and impact strength is required, hut 
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Table 193 


Fuel Economy in Consumption of Coal, 1920-1943 


Year 

Electric Utility 

Railroads 

Railroads 

Pig Iron 
Production 


(Pounds of Coal 

(Pounds of Coal 
Per 1 jooo Ton- 

(Pounds of Coal 
Per Passenger- 

(Pounds of Coal 


Per Kwh) 

Freight Miles) 

Car Mile) 

Per Cross Ton) 

1920 

3-39 

x 7 2 

18.8 

3 » 4 2x 

1921 

2.70 

162 

17.7 

3,236 

1922 

2.50 

163 

17.9 

3, 1 86 

x 9 2 3 

2.40 

161 

18.I 

3 . 3 2 3 

1924 

2.20 

x 49 

17.O 

3,248 

1925 

2.10 

140 

16.I 

3 , 12 6 

1926 

*•95 

*37 

I 5 .8 

3.048 

1927 

1.84 

X 3 X 

x 5-4 

3.094 

1928 

1.76 

x2 7 

15.0 

3.053 

1929 

1.69 

X2 5 

14.8 

2,984 

1930 

1.62 

121 

* 4-7 

2,979 

1931 

x -55 

,x 9 

x 4-5 

2,923 

!932 

1.50 

,2 3 

x 4-9 

2, 2 3 ? 

x 933 

M 7 

121 

15.2 

2,876 

x 934 

x -47 

122 

! 5 .2 

2,927 

•935 

1.46 

120 

x 5-5 

2,838 

x 936 

1.44 

x, 9 

x 5-3 

2,902 

>937 

M 3 

117 

, 5 - 1 

2,917 

* 93 ^ 

1.41 

x, 5 

14.9 

2,894 

x 939 

1-39 

x, 3 

14.8 

2,853 

194° 

*•35 

112 

x 5 ° 

2,846 

x 94 x 

*•34 

in 

15.0 

2,828 

1942 

, * 3 I 

in 

15.x 

2 , 9*7 

>943 

X - 3 X 

114 

15.0 

2,935 


Sourer: Faleral Power Commission. Association of American Railroads. Interstate Commerce 
Commission and Bureau of Mines as quoted in Statistical Data Concerning the Bituminous Coal 
Industry. National Coal Association. February 1945. 


they arc also used to advantage in place of rub¬ 
ber, wood and glass. 5 

New uses of materials such as those now be¬ 
ing developed for plastic plywood will also 
play an important part in expanding the ca¬ 
pacity of our natural resources. To give one 
example, a new type of “chemical wood” 
called “Compreg" has wide possibilities. It 
consists of laminated layers of wood impreg¬ 
nated with a plastic and put under such heavy 

S- Min M. Wctlicrby. ’Tta'tic'." Bulletin of the .Irnen- 
ctri Institute of Blinking. (X tobci 1043. p. 5. 


pressure that it is squeezed down to much less 
than its original size. By this means, a cheap 
wood can be given the qualities of heavy, dense 
tcakwood, which is comparable in strength to 
steel but somewhat higher in cost. It has even 
been considered by the motorcar industry as a 
possible substitute for steel in automobile 
chassis. The building industry may also offer 
wide opportunities for its use. 

In the field of industrial gases, companies 
making oxygen and acetylene for flame cut¬ 
ting and welding tools have developed their 
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u • , in rfleet it docs ture which will become the guideposts for £u- 

of inert and inactive gases as a p 8 nuclear power can be harnessed in 

mosphere.” For example, tires inflated with \ cslima tcd to 

nitrogen instead of air, which oxidizes the rub- Urge ct* aboul $10 pcr ton 
ber, give much better wear. Thc scicmisls and engineers connected with 

the work expressed a belief that small stand- 
d. discovery OF new resources and ar dizcd nuclear power plants will be dcvcl- 

sources OF supply * , Bccausc of harmful radiations against 

Discovery will undoubtedly continue to which heavy protection must be provided, 
play an important part in increasing resource howcvcr> alom i c power will not at the present 
availability. Discoveries of new techniques for G f development be practicable tor very 

utilizing basic resources, however, will prob- ^U-scalc uses, as in automotive vehicles, 
ably be more important than discoveries of AU information on nuclear power plants, ot 
resources themselves. The chances of finding coursc< has bccn derived at a time when no 
increased supplies of raw materials arc limited such planls have yet been built. Innumerable 
by thc fact that we have already explored many Mcnls rcm ain to be solved, although prac- 

frontiers and exhausted many possibilities. liC al application may lead to solutions and pos 

But we have much less information about re- sibirilies that arc not now foreseen. Consider- 
sources such as petroleum, natural gas, sul- . lhal S o much potential energy can e 
phur, copper, lead and zinc, which occur ... ^ in a negligible quant.ty of hss.onablc 

pockets underground, than about the wide- mucria |, , h e first introduction of atomic 
spread deposits of clay, limestone and coal. plants is likely to be m the more re- 

Then, too. we may increase our supply of raw mole powcr .|,ungry areas. Compet.i.'e resist- 
materials by discoveries of reserves wh.cb arc ancc wiU be strongest in low-cost power areas, 
difficult to extract or arc located in less acces- where lhcrc is already a large investment m ex- 
siblc areas. However, we can be reasonably is , ing generating plants. 1 b.s .s p..ri.s,ul. y 
certain that development of techniques will |rue l)CC ause by far thc largest part of the cost 
become more important than discovery of (>f dc | ivcrc d electric current .s the cost ot d.s- 
basic resources, and that crude raw materials , ri b ut j 0 n rather than of generation, 
in the future will undergo a much greater tie- any casc , adjustment and «»«"«* to 

gree of chemical transformation than ... the alomic p | an ts will he a for.,.,d.,hie umktuh 

past. , , ing and might be deterred by rcstr.c .o .n- 

The splitting of the atom has been by far the lcndcd lo prcvc n, des.ruct.vc ' 

most spectacular discovery of a new technique UldlU . , he radio, which was ...os. com, a ble 

for utilizing long-known resources. Dcpos.ts wilh , llc existing environ........ atom*. | ■ ' 

of pitchblende and carnotitc. the pr.nc.p.d ncceS si.a.c a reorganization ol » ,r 

sources of fissionable materials at the present <>my Thc c |Te C . „( such a fundamen a chan c 
time, have been comparatively well recordet on cx ; SI i n g sources of energy is no i . 
in the United States and abroad. The expU , >c , in ,h c initial period ot perhaps a Ses¬ 

sion of thc Hiroshima bomb provided irrefu- ^ of morc . Displacement of coal, petroleum, 
table evidence that the atom could l* split on .. na , ural gas a „d perhaps water |*..v er may ' 
mass scale and proved thc correctness of c<.r- sma || CV cn as far ahead as !•»*». ul 
tain theories and calculations on atomic si rue- ma y well be proceeding at an imp “«■ 

„ A denied rate. 

6 . Barron's Weekly. December 27. *94 3 - P 6 - 
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Table 194 

Indexes of Production of Mineral Raw Materials, Lumber, Water Power, Total Electric 
Power for Public Use and Manufactured Gas, 1919-1944 

(/940-/00)_ 

Tola! Min- Total Nonmelallic Total Manu- 

cral Raw Refined Nonmelallic Mineral Minerals Water Electric factured 

Year Materials Metals Minerals Fuels Exel. Fuels Lumber Power Power Cos 


, 9 I 9 

58.5 

70.1 

54-7 

56.3 

1920 

67.7 

78.9 

63.9 

65.2 

1921 

50.3 

38.1 

54-4 

5 < 3 

1922 

57-9 

60.2 

57 * 

56.1 

1923 

79-5 

88.0 

76.7 

77.0 

1924 

74 * 

75-9 

73-5 

72.0 

1925 

78.5 

855 

76.2 

73-4 

1926 

84.5 

90.5 

82.5 

80.6 

1927 

84.9 

85.5 

84.7 

82.4 

1928 

86.0 

® 9-5 

84.8 

81.9 

1929 

93-8 

98.8 

92.1 

90.3 

1930 

81.6 

74.6 

83.9 

82.3 

I 93 I 

65.1 

46.5 

7*.2 

72.2 

1932 

50.9 

24-5 

59.6 

63.2 

1933 

56.0 

3 * 4 

64.x 

68.5 

*934 

61. X 

37-4 

69.0 

72.6 

*935 

67.3 

49.6 

73.2 

76.9 

*936 

82.2 

72.2 

85.5 

86.5 

*937 

9*-9 

88.4 

93 * 

94.6 

*938 

75.8 

54 *2 

83.0 

853 

*939 

88.x 

78.2 

9 * *5 

9*-7 

*940 

100.0 

100.0 

xoo.o 

xoo.o 

* 94 * 

113.2 

118.5 

*xx -4 

106.9 

1942 

121.5 

* 33-9 

** 7-4 

X12.5 

*943 

127.5 

*53.2 

X18.9 

X19.0 

*944 

130.2 

* 45-3 

*25.3 

130.2 


48.3 

119.7 

34-0 

26.8 

108.7 

59.0 

XI7.0 

37.0 

29.9 

1x8.1 

46.9 

93*4 

347 

28.2 

** 3-5 

61.4 

109.3 

39 * 

32.8 

113.5 

75.6 

128.7 

43-4 

38.3 

xx6.x 

79.2 

124.2 

44-5 

40.6 

125.1 

87.2 

*32.5 

49.2 

45-4 

*29.9 

90.0 

127.7 

56.9 

50.8 

* 39-2 

93-7 

** 9-4 

64*4 

54.8 

136.8 

96.1 

xx8.o 

74 * 

597 

*40.3 

99-3 

X27.7 

73.6 

66.x 

.36.3 

89.9 

90.3 

70.8 

65.3 

128.2 

67.6 

57 * 

65.7 

62.6 

118.3 

45-5 

35-3 

72.5 

56.8 

X02.7 

46.8 

48.4 

737 

58.4 

93*9 

54.8 

53.6 

72-4 

62.6 

95 * 

58.6 

67.5 

84.2 

67.9 

947 

81.2 

84-4 

86.x 

77-4 

95-3 

87.x 

90.0 

93-4 

84.0 

93-4 

73.8 

74-7 

94 * 

80.5 

90.6 

90.6 

86.5 

92.5 

89.9 

93 * 

xoo.o 

xoo.o 

xoo.o 

100.0 

xoo.o 

129.x 

** 5-9 

107.0 

1x6.0 

103.6 

136.6 

125.6 

*33.0 

* 30-5 

112.1 

118.7 

1x9.7 

152.6 

*52.4 

II 7.1 

105.8 

1x2.5 

*52.5 

*59.2 

120.5 


Sources: Indexes computed for this study arc from Minerals Yearbook. 1931 to 1941, and from Mineral Resources of the 
United States, 1919 to 1930, Bureau of Mines. 


2. Requirements and Resources: 1919-1944 

Total requirements for metals, fuels and for¬ 
est products in the period between 1919 and 
1940, and even in the succeeding years of war 
disturbance, show a consistent relationship to 
national income. Production of basic minerals 
as a whole grew only slightly less rapidly than 
total national income (adjusted for price level 
changes). However, production of mineral 
fuels as a whole, water power, and total electric 
power for public use grew more rapidly than 


national income; production of nonmetallic 
minerals other than fuels grew somewhat less 
rapidly; production of basic metals consider¬ 
ably less rapidly; whereas manufactured gas 
and lumber output not only failed to keep pace 
but actually declined. Variations in the annual 
output of major groups of extractive raw ma¬ 
terials and electric power and manufactured 
gas for this period are shown in Table 194/ 

7. The indexes have been constructed to reflect the out¬ 
put of refined raw materials in the forms used for various 
purposes. The indexes of metallic minerals, for example. 
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The change in the physical 

eral output between 1929 and 1940 P rese " led ’ 1 J mcct new nec ds and provide new 

in Table ,95 reveals a spectacular growth .n rcvcal a slackening rate 

the output o£ “new minerals such as p , P ^ of an act J, al decline, occurring in 
bromine, molybdenum, tungsten and g g ’ f [hc oWer , bulkier metals and 
nesium, which reflects the discovery of new 3 ' c ° mineraIs . These trends reflect 

resources and development of newprocess depletion of our best domestic re- 

or uses. 1 The fact that substanua dechnes oc- * somc cases . cconom ies in the use of 

curred between 1929 and 1940 in the ° U *P U thcsc oldcr materials; the shift to newer, 
such important minerals as copper,'“ d ’’ . ? hlc[ materials and products; and the rising 

thracite and bituminous coal and cement is of £ a sourcc of supply." 

surprising, however. This decline occurred b - o£ all> perhaps, is the fact 

tween two widely separated years, and in ^ are becoming more and more corn- 

latter years the net output of all goods and - a pow e r -drivcn civilization. This sub¬ 

ices (as measured by national incomc "’ c stitution of inanimate sources of energy for 
slant prices) was about n per cent higher th vcr and horsepower is clearly evident 

in the earlier year. Mineral production a I wkle . use of the motor vehicle and 

whole increased only 6.6 per cent; ne «J« accompanying expansion of petroleum pro¬ 
increases occurred in the P roduc,, °" of ™ h duction. as wfll as in the rapid growth of elcc- 

and of nonmetallic minerals, and only tric power. Electrical expansion has been made 

fuels as a whole gained about as much bet ^ blc in part by widespread development of 

1929 and 1940 as did total national output. P° P through striking econo- 

xir,* ssssswrsv: =-=- - - - —— - - 

mcstic natural resources played in the develop- tr,c,t y 

• • --« L..I Ar-r. a. IRON RESOURCES 

Steel is the most widely used and versatile o£ . 

, . orel (o , our metals. In normal prewar years, the auto- 

Ma n '!Zll m0liVC indUS, , ry CO ? SU T d ab .° U United State 0 / 
competition with each other. Thus aluminum <ompeie» ^ lota l steel produced 111 the United States, 

arc srzs* nj*.- the construction industry about . 5 per cent 

eral. are more uniform and comparable Pruett «han ra ; !roads „ pcr cent and containers .llmo 

crude minerals. Thus a standard basic product 11 c Over 22 per CCIlt was used tor 111.1- 

may be obtained from crude minerals of widely di.Terent 8 per cent. Over 22 per cc --.is, 

characteristic,. ,, .... in chincry and tools, furniture and turmsliings, 

8. All the major minerals except gold are mclwW tn 

the list. This metal is excluded because its predominant: use Dona |d M Lid.lcll states »n a com" umot. n u 

is nonindustrial, and requirements are subject cussing this subiect, that the idea of mu > 1 , , 

gether different influences from those on other m.nerah. w|t of re servo.r against future ncexU^oncha 

The minerals listed in Table . 9 5 and included in the ™ a#| « overd one. He point* out tn ^ 

minerals indexes comprise 96.9 P er , ccn ' ° f 1 ** VMin's in tion thc fact that Germany with all "* " * ' J,‘ h cop . 
minerals production reported by the Bureau of ' fls oj lh c last two generations did n -t h «se <n b > 

« 9 « 9 . and 96.5 per cent in . 9 39 - The Bureau o M ncs P J ^ ^ wjf ^ j ctpitc a ll the recovery at sotildbe 
records on minerals production are reasonably cot np^ ^ exercised both in its own and in <°n«jut c. |hfsij o{ 

£££’. — ■*w™ in 

°wT;.c here <on«mcJ wilh .he «*«« of 
In any case. we . , n raw materials. Unless scrap 

men'* for virgin supplies. 


im-jiiv. muui hi iv.v-. »— I-/ - - 

ment of our economy during the past few dec¬ 
ades. First, the figures show thc rapid rise in 


OO.J per cent in i 9 jy. • ,- . 

records on minerals production are reasonably 
live, but are probably a little more complete in *919 
in 1919. A slightly larger percentage coverage by the • * 
eral, indexes in .939 than in t 9 «9. «heref«.re would tend 
to make them more truly representative of the long 
trend of total minerals production. In deriving 
posite indexes. 1939 values were used to weight the ua 
on physical volume of production. The 1939 values apr - 
to be representative in general of normal relati" * • P 
among the minerals. By 1940 the effects of the war 1 
rope were being felt; nevertheless, the selection ot %- 
in 1940 or even 1919 as weights would not have gi'« 
different results. 
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Table 195 

Value of Mineral Output in 1939, and Percentage Change in 
Physical Volumes Produced, 1929-1940 


Percentage Change 
in Physical Volume 

Class Value in 1939 From 1929 to 1940 


Metals 

(In Millions) 


Pig iron production 

$ 626.82 

-i -5 

Copper, smelter production 

148.24 

- 9-2 

Aluminum, primary production 

64.60 

4 - 8 x.i 

Zinc, primary slab production 

5*<>7 

-3.6 

Silver production 

44.20 

+I 3-5 

Lead, domestic primary production 

39-57 

-35.6 

Molybdenum production (metal contained) 

22.16 

4-779.7 

Tungsten shipped (60% WO,) 

Magnesium sold or used* 

4.40 

2.87 

4-541.0 

4-1,308.8 

Total above metals 

Si,003.93 

4-1.2 

Total reported 6 

$1,094.81 

— 

Fuels 



Crude petroleum production 

Si, 294-47 

+ 34-4 

Bituminous coal production 

728.23 

-13.8 

Natural gas, marketed production 

534-24 

+387 

Anthracite production 

187.18 

-30.2 

Natural gasoline production 

90.05 

+4.0 

Total above fuels 

$2,834.17 

4-10.7 

Total reported 6 

$2,834.20 

— 

Nonmctallic minerals 



Cement production 

$ 184.25 

-23.1 

Stone sold or used* 

158.46 

+9.2 

Raw clay sold* 

122.53 

+8.0 

Sand and gravel sold or used* - * 

106.07 

+6.7 

Sulphur shipped 

35-50 

44.9 

Lime sold or used* 

30.05 

+14.5 

Salt sold or used* 

24.51 

+17.1 

Phosphate rock sold or used* 

12.29 

+6.4 

Potash sold (K-O cquiv.) 

12.03 

+577.6 

Bromine sold or used* 

7.61 

+824.6 

Slate sales 

6.68 

-29.6 

Boron minerals sold or used* 

5.69 

+42.9 

Crude gypsum mined 

4-43 

-26.3 

Fluorspar shipped 

3.70 

+60.3 

Total above nonmctals 

$ 713.80 

+0.7 

Total reported 6 

$ 788.90 


Grand Total Minerals Listed Above 

$4,551.90 

+6.6 

Grand Total Reported Minerals 6 

$ 4 . 7 i 7 - 9 * 

— 


Sources: Minerals Yearbook. 1940 and 1941. anJ Mineral Resources of the United States, 1930, Bu¬ 
reau of Mines. 

a. "Sold or used" means sold or used by die producer. 

b. All minerals in die group reported in 1939 by the Bureau of Mines 

c. Includes glass sand. 
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agriculture, oil, gas, water and mining, and 
shipbuilding. Miscellaneous uses accounted 
for almost 18 per cent of the steel output, and 
about 7 per cent was exported. 10 

Normally, we supply between 90 and 95 per 
cent of our annual requirements from domes¬ 
tic iron ore reserves; the remainder we import 
from Chile, Cuba, Sweden and other sources 
of less importance. It has been estimated that 
our high-grade reserves in the Lake Superior 
district amounted to 1,460,000,000 tons before 
the war,” but we made very serious inroads 
on this supply during the five war years. State 
tax commission data indicate that high-grade 
reserves in the Lake Superior district amount 
to x.i billion gross tons.” In estimating our 
total iron ore resources we must also take ac¬ 
count of large reserves of lower-grade taco- 
nites, such as those in Minnesota, and enor¬ 
mous reserves throughout the country ot the 
less desirable brown ores and magnetites, v c 
may also be able to draw on high-grade iron 
ore reserves in Canada’s Steep Rock Lake area 
north of the Lake Superior district. 

It is estimated that our own high-grade iron 
ore reserves would last only n years at the 1943 
rate of use. The future rate of consumption, 
however, will be considerably below wartime 
and immediate postwar levels, while large 
amounts of scrap steel may be available tor a 
few years. 

Wartime demands began to affect produc¬ 
tion in 1939. The production of ingot steel rose 
from 56 million in 1937 to 89 million net tons 
in 1943, and 1937 was a prosperous year 
marked by a high rate of steel consumption. 
What this has meant in terms of iron ore out¬ 
put is clear from Table 196. Even by *94*. 
production had risen substantially above t c 
three previous peak years. Peacetime activity, 
even under conditions of high-level income 

10. Estimated by Marion W. Worthing in 
Prospects of the Steel Industry," a mimcographoi 

Port of the National Resources Planning Hoard. June >94 3 - 

11. C. K. Leith and D. M. Liddell. The Mineral Ke- 
ter vet 0/ the United States and Us Capacity to Produce 
National Resources Committee, Washington, I 95 °* >'• ’ ' 

12. These reserves may be underestimated. howe% * r ; y 
a* much as 50 per cent because they are based on o-nsc 
tive estimates for tax assessment purposes. 


Table 196 

Output op Principal Industrial Metals in the 
United States, 1919-1945 _ 


Year 


Iron Alumi- 

Ore num Copper Lead 


Zinc 


bong Tons) (Thousands of Short Tons) 


1919 

61 

64 

643 

1920 

68 

69 

605 

1921 

2 9 

2 7 

2 53 

1922 

* 9 2 3 

* 9 2 4 

i 9 2 5 

47 

69 

54 

62 

37 

64 

75 

70 

475 

7*8 

817 

837 

1926 

* 9 2 7 

68 

62 

74 

82 

870 

842 

1928 

62 

*05 

9*3 

1 9 2 9 

1930 

73 

58 

**4 

**5 

1,001 

697 

1931 

3 * 

89 

5 2 * 

1932 

10 

53 

272 

*933 

1934 

*935 

18 

2 5 

3 * 

43 

37 

60 

225 

244 

381 

*936 

*937 

1938 

49 

7 2 

28 

146 

*43 

611 

8 35 

562 

*939 

1940 

5 2 

74 

164 

206 

7*3 

909 

* 94 * 

* 94 2 

9 r 

106 

309 

5 2X 

966 

1,088 

1943 

101 

920 

*.093 

1944 

*945 

94 

88 

776 

496 

1,003 

783 


424 
477 
398 
469 
544 

566 

655 

681 

668 

626 

673 

574 

390 

*55 

260 

300 

3 " 

388 

443 

33 2 

421 

433 

47 * 

467 

407 

394 

357 


45 2 

450 

198 

353 

508 

5, A 

556 

612 

577 

l 92 

612 

489 

292 

207 

306 

355 

4*2 

492 

55 i 

436 
49 1 
590 

653 

630 

594 

467 


«»«• Amc,i ““ Meal 

New York. 

end employment, will undoubtedly leave the 
steel industry with surplus capacity and u dl 
considerably reduce the dram on non ore re- 

SC \Ve must remember that demand for min¬ 
erals in the last two peacetime decades in¬ 
creased more slowly than the national income 
Estimates of the period for which our 
Superior iron ore reserves will last have been 
progressively lengthened because iron ore con¬ 
sumption up to World War II did not in¬ 
crease at the expected rate. , , . 

The growing use of alloys also has had the 
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effect o£ economizing on our iron ore reserves. 
We produced over 11 million tons of alloy steel 
in 1939 contrasted with only 2 million in 1918. 
Special-purpose steel alloys, made by combin¬ 
ing steel with minor amounts of such metals as 
tungsten, molybdenum, chromium, manga¬ 
nese, vanadium and nickel, are better than or¬ 
dinary carbon steel and achieve a considerable 
saving in the tonnage of iron consumed. 

b. NON FERROUS METAL RESOURCES 

Although we are generally in a weak posi¬ 
tion in the case of nonferrous metal reserves, 
our domestic sources could be expanded con¬ 
siderably if techniques were found for extract¬ 
ing and refining our large reserves of low- 
grade ores at a cost that would make their use 
possible. 

(1). Lead and Zinc 

Of 626,000 tons of zinc consumed in the 
United States in 1939, about 43 per cent was 
used for galvanizing sheets, tubes, wire, wire 
cloth and hardware shapes; about 28 per cent 
for brass making; about 10 per cent for rolled 
zinc in such products as glass jar tops and 
photoengraving plates; about 13 per cent in 
die castings; and about 6 per cent for miscel¬ 
laneous items. 

The major prewar use of lead was for stor¬ 
age batteries, which accounted for about 30 
per cent of the 655,000 tons of lead used in 
1939. White lead and cable coverings each 
represented about n per cent of the total; red 
lead and litharge, 9 per cent; 7 per cent was 
used in building; and about 6 per cent in am¬ 
munition. The remainder was used for terne 
plate, foil, solder, type, and for other minor 
uses. 

Domestic primary production of lead in¬ 
creased from 421,000 tons in 1939 to 471,000 
tons in 1941, and declined in the war years; 
production of zinc increased from 491,000 tons 
in 1939 to 653,000 tons in 1941, and also de¬ 
clined subsequently. (See Table 196.) Mili¬ 
tary requirements forced us to use lead and 
zinc ores that were not considered profitable 


before the war. Although the development of 
new techniques for the recovery of these min¬ 
erals, particularly in the Rocky Mountain re¬ 
gion, added materially to the domestic ore re¬ 
serves of lead and zinc, discouraging results of 
recent exploration give us little hope that ex¬ 
tensive additional reserves of these metals will 
be found. It is estimated that commercial 
grades of lead and zinc would have been de¬ 
pleted in five years at the peak wartime rate 
of use. 

Although our consumption of lead will 
probably remain at a high level, because pro¬ 
duction of a large volume of durable goods is 
likely, we can count on a reduction of re¬ 
quirements by as much as one third from the 
peak wartime rate. In spite of this reduced 
consumption, however, the progressive deple¬ 
tion of our supply will remain a critical prob¬ 
lem. We shall become increasingly dependent 
on Canada, Mexico, Peru and Chile, from 
which sizable imports have come in the past. 
Substitutes are difficult to find, particularly for 
lead, which is valuable for use in storage bat¬ 
teries and as a covering for cables for the ex¬ 
panding electric-power and communications 
industries. 

As for zinc, we can expect extensive substi¬ 
tutions of steel, glass and plastics for rolled 
zinc, of aluminum for zinc castings and brass, 
and of titanic oxide for zinc oxide. In spite of 
substitution, however, the past pattern of zinc 
consumption indicates that we probably shall 
have to import over 50 per cent of our future 
requirements. 

(2). Copper 

The largest normal civilian user of copper is 
the electrical manufacturing industry, which 
absorbed over 24 per cent of the copper used 
in the United States in 1939. Rod and wire 
products accounted for 12 per cent of copper 
consumption, automobiles for 10 per cent, and 
buildings, excluding electricity, almost 11 per 
cent of the total demand. The remainder was 
used for light and power lines (almost 10 per 
cent), radio receiving sets, refrigerators, wire 
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purposes . 1 indusiries ro 19 per cent. The amount used for 

At prewar eonsu^t,on Uveh the ’h was ncg , lgi ble. The product.on 

copper supphes of ^ of alu ' min H um increased from .64,000 tons m 

5 p:^U°Se S ;«? ores £ the United .939.0 a prume peah of pao.otK. tons m .943- 

States, however, increased from <S ?,um,num is the only me,ah aside from iron 
1939 to almost 1.1 million tons; .n 943 -_( maRncsium . that can apparently be re- 

Table .96.) Scrap "'etal supphed a la gP incxhau5lib le abundance without 

poruon of our requirements in pc hibilive (but not necessarily competitive) 

The tonnage of scrap thrown on ** cos, for the long time future. However, short- 

1922 was sufficient to cause a lo-mont ^ mc f a i has been cause for serious 

down of primary producers. In the dc P"» concern because we have been extracting most 
Of . 93 »-> 9 J 5 . about 80 per cent of f o ur req of ^ a , uminum from our limited supply of 

ments were supplied by scrap, and the p hi „ h . Rrat ]e bauxite. Since 1937. however, we 

copper dropped ,0 its all-ume low *"* ha 8 ve imported more of the ore from abundant 
phenomenal increase in its use, cs t . y crvcs t hc Guianas than we have pro- 

the building trades. Recovery of copper f borders. According to 

munitions is likely to be an important factor cslima te of the Bureau of 

for several years to come. wc cou M rely on only about n -5 mil- 

At the peak war rate of c ° n * Ur "P‘‘°"’ b on tons of high- and medium-grade bauxite 

estimated that our commercial-grade copi _ ves _ enough to last only two or three 

reserves would not have lasted over 12 years. t hcrc not been a sharp curtailment 

It is unlikely that major discoveries of coppc y • ralc G f U sc. We have about 25 

reserves or such spectacular advances in tech- ^ ^ lons of usable reserves, including 

nology as those which made possible the use o ^ orcs lhal were used at high cost 

low-grade porphyry coppers will be * (h e war period. In any event, it is clear 

in the future. Although the production of 1 * ra des of bauxite arc not far 

grade ores will increase, we will P-bably be- cvcn though the rate of ex- 

come increasingly dependent on the import . .- ...... 
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tion of orcs from South America, Canada, anc 
the Congo and Rhodesia in Africa. 

(3). Bauxite and Aluminum 

Bauxite is our dominant source of alumi¬ 
num. It also yields abrasives, materials for ce¬ 
ment, refractories and industrial chemicals. 
Before the war, the transport industries ab- 

.11 r 11 .« iKcil 111 


11 CM I ■ -- - . 

traction remains considerably below the war- 

time rate. . 

About 60 processes have been worked ou 
for deriving alumina from common clays and 
other native ores besides bauxite. Only one o 
these has been put to use. even on a small 
scale, and this process depends on use of alu- 
nitc reserves, which arc also limited. Although 


llctore the war, the transport inau»..» of ncccS si,y n, lead to the dcvcl- 

sotbed 29 per cent of all the aluminum used techniques ih.ii will greatly reduce 

the United States. Caking utensils accoun cd >|»mn, ^ 1 ^ c) |y ve sha „ 

for 14 per cent, electrical conductors for 10 per _ years ,0 rely heavily on im 


cent and machinery and electrical appliances 
for 15 per cent. The remainder was used 
mainly by the building construction, chemical, 
foundry and metal-working, ferrous and non- 
ferrous metallurgy, food and beverage indus¬ 
tries. By 1943, the share of the supply absorbed 
13. Domestic Commerce. February 25. 1943 - P- '*'• 


continue for many years to rely heavily on im¬ 
ports of bauxite as wc have in the past, unless 
barriers are erected against foreign supplies. 

(4)- Magnesium 

Magnesium looks like aluminum, and is one 
■bird lighter; bu, i, is structurally weak by it- 
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self. In powder or thin foil form,' it is highly 
inflammable and makes an excellent material 
for flares and incendiary bombs. In bulkier 
forms, however, a heat of over 8oo° F. is usu¬ 
ally required for ignition. It is alloyed princi¬ 
pally with aluminum, manganese and zinc to 
form light and tough forgings, castings, sheets 
and shapes for airplane parts. It can be used 
with safety except that even small accumula¬ 
tions of magnesium dust must not be allowed 
to accumulate. Before war demands absorbed 
the entire supply, magnesium was used in 
sewing machines, textile machinery, vacuum 
cleaners, motor buses, trailers, etc. Magnesium, 
combined with aluminum or other alloying 
metals, will be used in the future for engine 
castings, doors, hatches, floors, seats, furniture, 
office equipment and brake assemblies. As 
much as a thousand pounds of magnesium 
may be used in a single plane. Aluminum is 
usually combined with some magnesium, 
partly for greater strength, and partly be¬ 
cause magnesium makes aluminum easier to 
“work.” Although magnesium now has a 
price per unit of volume close to that of 
aluminum, the ability of magnesium to com¬ 
pete with aluminum for postwar uses depends 
on the development of metallurgical processes 
for handling the metal more effectively, par¬ 
ticularly with reference to its great affinity for 
oxygen. 

Magnesium was extracted in 1929 from only 
one source — Michigan’s brine wells —by 
only one producer and by only one method. 
By 1941, this producer had increased its out¬ 
put over 26-fold, and in 1942 six producers had 
an annual magnesium capacity of over 350 
million pounds. The two chief methods used 
at present for producing metallic magnesium 
are from magnesium chloride and magnesium 
oxide. The principal sources of the chloride 
arc brine from driven wells — about 3 per cent 
magnesium; sea water with only 0.13 per cent 
magnesium; magnesite ore with 29 per cent; 
and dolomite with 14 per cent. The oxide 
comes mainly from brucite, which has 42 per 
cent magnesium. In addition to the above 
sources, the TVA is experimenting with a 


process for producing magnesium from oli¬ 
vine deposits, which are thought to be exten¬ 
sive in the TVA area. The potential supply, 
therefore (even if we had to depend exclu¬ 
sively on sea water), is sufficient to meet all 
conceivable future requirements. 

(5). Miscellaneous Nonferrous Metals 

The United States normally has produced 
only a negligible share of its requirements for 
antimony, manganese, tantalum, nickel, chro¬ 
mite and tin. It has produced less than half its 
needs for mercury, vanadium and platinum. 
Some of these metals, particularly mercury, 
vanadium, manganese and chromite, were 
produced domestically in greatly expanded 
volume during the war, but the reserve posi¬ 
tion remains unfavorable and war-accelerated 
production has hastened the depiction of the 
feasible sources. The share of the United States 
in world production and consumption of vari¬ 
ous nonferrous metals and other minerals is 
shown in Table 197 and Figure 26. 

Tungsten 

Tungsten is essential to high-speed tools for 
metal cutting and for use in electric light and 
radio tube filaments, where it is required only 
in very small quantities. Total world produc¬ 
tion in 1937, with China and Burma the larg¬ 
est producers, was only 42,000 net tons in 
terms of ore concentrates containing 60 per 
cent of tungsten trioxide. The deposits that 
were exploited during the first world war in 
Boulder County, Colorado, and Atolia, Cali¬ 
fornia, have been nearly exhausted. Since then 
the principal new developments have been in 
the Yellow Pine district of Idaho, the Pine 
Creek area near Bishop, California, and at the 
Nevada-Massachusctts mine in Nevada. In 
spite of the fact that more tungsten may be 
found, we shall probably be forced to rely heav¬ 
ily on imports. Although we have produced 
in the past (1937) only 8.4 per cent of total 
world output, we have accounted for a fifth of 
total world consumption. 
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Table 197 

Share or tt,e Un.ted States >n World Production and Consumrt.on 
ohare op th Selected Minerals in i 9 37 

(Based on Physical Volume )__ 


Minerals in Order of Pro¬ 
duction-Consumption Ratio 


Percentage 
of World 
Production 


Percentage 
of World 
Consumption 


Molybdenum 
Sulphur 
Phosphate rock 
Copper 

Natural gasoline 

Coal, bituminous and anthracite 

Lead 

Petroleum 

Cement 

Salt (sodium chloride) 

Natural gas 
Magnesium 


“pAVORABLE BALANCE” MINERALS 

9 x -9 


Iron ore 
Zinc 
Bromine 
Feldspar, crude 
Barite 

Fluorspar, crude 

Talc and ground soapstone 

Mica, sheet and scrap 

Magnesite, crude 

Gypsum, crude 

Bauxite 

Pyrites 

Arsenious oxide 
Mercury 
Vanadium 
Tungsten ore 
Peat 

Platinum metals 
Antimony ore 
Manganese ore 
Asbestos 
Graphite 

Columbium and tantalum ores 
Nickel 
Chromite ore 
Tin 


83.2 

35*9 

32.8 

87.9 

34.6 

25.2 

62.7 

23.9 
23-3 

89.8 

10.4 

UNFAVORABLE BALANCE” MINERALS 

34-7 

30.4 

78.5 

59-5 

330 

3, 9 

44.6 
46.4 

9-7 


36.8 

539 

26.5 

28.8 

8m 

32-5 

23.4 

60.8 
23-7 
232 

89.8 

10.4 


35-3 

.*•9 


1 


x -5 

62.3 


38.4 

33-9 


4 ».i 

56.1 


26.9 
11.5 


12.6 

34.8 


9.6 

26.8 


20-3 

17.6 


12.6 

253 


57-2 

26.8 


8-4 

0-2 


45 

3.0 


0.7 

1-8 


Percentage of US. 
Production to US. 
Consumption 


0.2 

1.0 

0.2 

0.2 

0.1 


54.6 

20.5 
O.4 

21.7 

43-2 

l6.I 

46.5 
ix *5 
63.0 

37.6 
44 * 
43-5 


249.8 

154.2 

135.6 
121.0 

108.1 

106.7 
103.9 

103.2 
xoo.8 

100.3 
100.1 
100.0 


98.4 

97* 1 

96.3 

95-5 

94.0 

93- 6 

92.7 

82.7 
77-4 

77 i 

59.6 

52.7 
48-4 

47.2 

46.3 
41.0 
37 * 

20.2 


7.0 

3-8 

1.9 

*•7 

0.5 

0.5 

0.2 


A IBB _- —- 

-:- 7Z7Z7^.o..'<". National Roou.c Plannin B BoarJ. D«cn» 

Source: Industrial Location and Nation* 

ber 1942. P- 152. 
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Figure 26. Sii \kk I'miii) Sr\ri-N is World 
Mineral I'rodc* tu*s and Connumihion, 1937 

Source Table H17. 


AND RESOURCES 
Nickel 

Domestic production of nickel has amounted 
to a fraction of one per cent of world produc¬ 
tion, but wc have used over a third of all 
the nickel consumed in the world. Of the 
nickel used in the United States, almost 70 per 
cent was absorbed by steel mills and nonfer- 
rous rolling mills. Domestic nickel has been 
produced from secondary metals recovered 
from scrap, primary metal recovered in cop¬ 
per refining, and as a by-product of talc pro¬ 
duction. Little likelihood exists that produc¬ 
tion from any of these sources will increase in 
the near future. Canada will probably con¬ 
tinue to be our major source of supply, al¬ 
though Cuba may become an important sec¬ 
ondary source. 

Tin 

Although the United States normally con¬ 
sumes over 40 per cent of all the tin consumed 
in the world, wc produce only one tenth of one 
per cent of the total. Over 60 per cent of the tin 
used in the United States in 1939 was for tin 
plate and solder. The remainder was used for 
babbitt, bronze, collapsible tubes, type metal, 
chemicals, tin oxide, etc. In a summary of prog¬ 
ress in its tin exploration program in 1941, the 
Bureau of Mines said: 

two of the largest known tin-bearing areas in the 
country were explored — one in South Dakota 
and the other in southeastern New Mexico which 
confirmed the opinion that no deposits arc likely 
to be found in the United States that can supply 
any substantial quantity of tin—even at prices 
several times the normal present price. Only 63 
long tons of tin were produced in 1941—with 
Alaska supplying virtually all the output. There is 
little doubt, therefore, that wc shall have to con¬ 
tinue to rely on Bolivian and other foreign 
sources. 

I 'anatiium 

Vanadium, combined with steel, produces 
one of the critical alloys that have become in¬ 
creasingly im|>ortant in recent years. Vana¬ 
dium was first produced in the United States 
as a by-product of radium plants in southwest- 
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ern Colorado and southeastern Utah. Since 
World War I, production in this region has 
expanded, and more recently vanadium was 
found in extensive beds associated with phos¬ 
phate deposits in Idaho. The chief source of 
the world’s supply, however, is a small district 
in Peru, the plants of which have been oper¬ 
ated by an American company. The United 
States accounted for 25 per cent of world pro¬ 
duction and 55 per cent of world consumption 
in 1937. When the processes for extraction of 
the reserves in Idaho arc perfected, we may be 
able to produce a larger share of our require¬ 
ments. 

Molybdenum 

Molybdenum has its chief use as an alloy in 
production of high-speed tool steels, in alloy 
steels for Diesel engines, automobiles, trucks, 
aircraft, and also as a catalyst in the chemical 
production of colors for dyes and in the elec¬ 
tronics industry. Prior to World War I, only 
13 per cent of the world’s small output was 
produced in the United States. In 1937* how¬ 
ever, we were responsible for 92 per cent of 
world production and 37 per cent of world 
consumption. This reversal is accounted for by 
exploitation of the Climax deposit in Colo¬ 
rado and recovery of molybdenum from Bing¬ 
ham Canyon, Utah. 

Manganese 

Manganese is another of the metals that arc 
important in the production of all carbon steel 
and, to some extent, in the production of spe¬ 
cial-purpose ferrous alloys. To meet increased 
war demand, new plants and new concentrat¬ 
ing processes were initiated or planned to re¬ 
cover manganese from low-grade ores. If all 
these plans had been carried out successfully, 
production would still be too small to meet 
American requirements for more than a few 
years. It is doubtful, however, whether any of 
these operations are commercially feasible in 
peacetime. In 1937, we produced less than one 
percent of the total world production and ac¬ 
counted for 16 per cent of world consumption. 


C. MINERAL FUELS 

Of all the resources needed for an industrial 
civilization, the energy-providing materials are 
most essential because they arc continually nec¬ 
essary in huge volume to make possible the 
economies of power-driven machinery and 
mass production. The tremendous gains in 
American productivity have been due largely 
to our fortunate possession of vast and readily 
exploited reserves of coal and petroleum which 
we have used — to an extent no other nation 
has been able to do — to lessen human toil and 
to vastly increase the effectiveness of human 
labor. 

In large part our tremendous increases in 
output per worker and per man-hour have 
been made possible by the substitution of ‘ in¬ 
animate energy” for human effort. During the 
past three quarters of a century we have in¬ 
creased our use of inanimate energy for all 
purposes some twcntyfold — from a "coal 
equivalent" of less than 70 million tons a year 
in the 1870 decade to nearly 1.4 billion tons in 
1944. On a per capita basis we "consumed” 
seven times as much energy in 1944 as in the 
,8 70 * s _ nearly 10 tons, compared with less 
than 1.5 tons. 14 

Extent of Reserves 

In spite of our heavy consumption of min¬ 
eral fuels in the past, however, the outlook for 
the future is at least moderately satisfactory. 

Our bituminous coal reserves arc adequate, 
even at the wartime accelerated output, for 
over a thousand years and our anthracite re¬ 
serves for over 175 years. It is true, ot course, 
that unless improved techniques are devel¬ 
oped, production costs may rise substantially 
as we arc forced to turn to inferior coal beds. 

The total volume of petroleum and natural 
gas in the ground is not definitely known. 
Guesses based on geological information indi¬ 
cate that total reserves for both resources are 
roughly double the proved portion, which tor 
petroleum at 20 billion barrels would last 15 
years if it could be extracted constantly at the 

l4 . Siaofiical Aburac, o\ 'h< UnifrJ Sure. P- 
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Table 198 

Proved Reserves of Mineral Fuels and Their 
Heat Value, United States* 


(Coal in Tons; Petroleum in Barrels; Natural Gas in Cubic Feet) 


Fuel 

Proved Retervet 

Estimated Heal Value in B.T.U. 

Total, All Fuels 

(In Billions) 

(In Quadrillions) 

67 . 944 -I 

(Per Cent of Total) 

100.0 

Coal 

3,180.8 

67,106.8 

98.8 

Anthracite 

15-4 

395.6 

0.6 

Bituminous coal 

MO7.8 

38 , 578-9 

56.8 

Subbituminous coal 

818.I 

15,543.6 

22.9 

Lignite 

939-5 

12,588.7 

18.5 

Petroleum and natural gas 

— 

837-3 

1.2 

Petroleum 

20.5 

129.2 

0.2 

Natural gas 

113,700* 

I28.5 

0.2 

Petroleum in shales 

92.0 

579.6 

0.8 


Source: Cf. data in Wilbert G. Fritz, "The Significance of Coal," Energy Resources and National 
Policy. Superintendent of Document*, Washington, 1939, p. 5*. Data for petroleum and natural 
gas have been revised to January 1, 1945, whereas those for various ranks of coal and for shale 
are as of January 1, 1938 but remain unchanged or approximately unchanged up to the later 
date. 

a. It should be observed that further substantial additions will be made to proved reserves of 
petroleum and natural gas but are unlikely for coal and shale; nevertheless, the percentage dis¬ 
tribution of fuel values would not be radically changed. 

b. Oil and Cat /oumal estimate. Other current estimates are as low as 85 trillion cubic feet 


1940 rate. On this basis our total proved and 
unproved reserves probably would be the 
equivalent of 30 years’ consumption. 

Natural gas reserves amounting to about 100 
trillion cubic feet would equal the consump¬ 
tion of a quarter of a century at the 1943 rate of 
use, and total reserves about half a century. It 
is important to note, however, that oil and gas 
reserves arc producible only at declining rates, 
so that current supplies may become deficient, 
or available only at mounting costs, long be¬ 
fore the day of exhaustion is approached. 

Our estimated reserves of the mineral fuels 
and their relative importance in terms of heat 
value arc shown in Table 198. We are clearly 
better off so far as coal is concerned than in the 
case of petroleum and natural gas. This is all 
the more significant when it is realized that we 
now depend on oil and gas for over 40 per 
cent of our total energy, as compared with less 
than 10 per cent at the turn of the century. (See 
Table 200.) 


Although new supplies of petroleum will 
undoubtedly continue to be discovered in the 
future, we have probably passed the peak of 
discoveries. Naturally, every oil field found 
diminishes the chances for finding another 
one, and almost every new pool that is tapped 
produces at a steadily diminishing rate over its 
useful life. Thus, there may be diminishing 
production from diminishing reserves. Data 
shown in Table 199 strongly support this con¬ 
clusion. Although a great increase has oc¬ 
curred since the mid-^o’s in the number of 
wildcat wells drilled and of new oil fields dis¬ 
covered, the average amount of new reserves 
discovered per field and per well has dimin¬ 
ished sharply. 

Even though production of crude oil can¬ 
not be expanded at will, there are several pos¬ 
sible methods of extending our supplies of 
liquid fuels. Our oil shale deposits in Utah, 
Colorado and Wyoming provide potential 
sources that could supply about five times as 
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Year 


Table 199 

Results of Exploratory Drilling, United States, i 934~*944 


Total Wildcat 
Wells Drilled 


Successful 

Wildcats 


Number New 

Oil Fields 
Discovered 


Total 


Indicated Maximum New Reserves 

Per Field Fer Wildcat 

Disco, ered Well Drilled 


I In Millions of Barrels) 


1934 

— 

— 

9 o 

108 

1 , 7*5 

2,054 

18.8 

19.0 

1935 

1936 

1937 

1938 

1939 

1940 

1941 

2,224 

2,638 

2,589 

3»038 

3,264 

222 

294 

224 

302 

5°3 

123 

187 

*94 

182 

216 

238 

2,322 - 
2,183 

2,049 

993 

1,6x8 

1,094 

800 

18.9 

**•7 

10.6 

5-5 

7-5 

4.6 

3-4 

1942 

*943 

*944 

3 . 2*3 

3 . 5 ** 

3.881 

5 °4 

55 A 

726 

234 

235 

746 

856 

3-2 


O.98 

O.78 

O.38 

O.53 

O.34 

0.25 

0.21 

0.22 


Source: 
gram 


Petroleum Administration lor war. ■ 

ami published previously only in graphic form. 


much as our proved petroleum reserves. The 
cost of producing oil from shale, however, 
would be from one and a half to two times the 
cost of producing crude petroleum in the mid- 
continent and Gulf Coast areas. Although the 
long distance of shale deposits from the major 
consuming centers might be an obstacle to 
their use, large-diameter pipelines could pro¬ 
vide low-cost transportation if volume were 

sufficient. 

Another method of expanding our supplies 
of oil would be to produce it from coal by 
hydrogenation processes, which have prove 
practical in Great Britain and Germany. In 
this case, however, present production costs 
are estimated at about 50 per cent more than 
for oil from shale. But transportation costs 
would average less than for shale oil, because 
coal supplies arc near the major consuming 
markets. 

Although alcohol can be used in internal 
combustion engines and other equipment, 
either in pure form or blended with gasoline, 
the high costs of production and limited pro¬ 
duction possibilities stand in the way of large- 
scale use. Alcohol from wood could supply 


>nly a small proportion of total needs, and 

wen though quick-growing crops could be 

Jcvclopcd also for yielding alcohol, the drain 
on soil resources would prove burdensome, 
while ability to compete with imports of pe¬ 
troleum and with other sources of liquid tucls 
would still be questionable. 

Manufacture of gas from coal can be ex¬ 
panded to compensate for the depletion ot 
natural gas supplies, but probably at three to 
four times the cost per unit of heat content. 
Small supplies of gas have been utilized from 
caseous coal beds in the past and new tech¬ 
niques might make possible the use ot larger 

quantities. 

Trends in Energy Consumption 

From the early 1800s to the end of the cen¬ 
tury, coal became an increasingly predomi¬ 
nant source of power and heat. In 1S99. as is 
evident in Table am., about 89 per cent of all 
energy was supplied by anthracite and bitumi¬ 
nous coal; 8 per cent was furnished by od and 
natural gas; and 3 per cent by water power 
Coal as an energy source declined after this 
period to 49 per cent in 1958. With the onset of 
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Table 200 

Sources of Enercy in the United States for Selected Years, 1899-1944 


{Percentage of Total) 


Year 

All 

Sources 

Anthra¬ 

cite 

Bitumi¬ 

nous 

Coal 

Domestic 

Crude 

Oil 

Imported 

Crude 

Oil 

Natural 

Cos 

Water 

Power* 

1899 

100.0 

21.8 

67.3 

4-5 

— 

3.2 

3-2 

1909 

100.0 

> 5-4 

69.7 

7-7 

— 

3.6 

3-6 

* 9*3 

100.0 

13.9 

7O.3 

8.3 

0.6 

3-5 

3-4 

1918** 

100.0 

12.4 

69.9 

9-9 

1.0 

3.6 

3-2 

1923 

100.0 

10.6 

6l.6 

18.3 

2.1 

4-5 

2.9 

! 9 2 9 

100.0 

7-9 

55 * 

23.8 

*•9 

8.1 

3-2 

* 93 6 

xoo.o 

6.5 

50-2 

28.8 

0.8 

10.2 

3-5 

*937 

100.0 

5-8 

47.8 

3*-5 

0.7 

10.6 

3.6 

1938 

100.0 

5-9 

43-2 

34-4 

0.7 

”7 

4.1 

>939 

100.0 

6.1 

44.9 

32.9 

0.9 

11.6 

3-6 

1940 

100.0 

5-5 

47.2 

3*7 

1.0 

11.2 

3-4 

1941 

100.0 

5-5 

48.7 

30.4 

1.1 

10.9 

3-4 

> 94 > b 

100.0 

5-5 

5 * *4 

28.0 

0.2 

11.1 

3.8 

* 943 b 

100.0 

5-3 

49-5 

28.9 

0.3 

11.8 

4.2 

* 944 b 

100.0 

5*2 

48.3 

29.9 

0.8 

11.9 

3-9 


Source : Minerals Yearbook. 1937 . '943 *n<I '945 (preprint). Percentage* for 1941-1943 have been 
recalculated to include imported crude oil previously unreported because of security regulation*. 
Import* of all energy source* except oil are a negligible proportion of the total. Fuel equivalent* 
used are: anthracite. 13.600 B.T.U. per lb.; bituminous coal, 13.100 B.T.U. per lb.; petroleum, 
6 million B.T.U. per bbl.; and natural ga*. 1.075 B.T.U. per cu. ft. 

a. Computed as an equivalent of the annual averages for fuel-generated electric power at cen¬ 
tral stations. 

b. Years of United States* direct participation in war. 


war in 1959, the percentage again ascended. 
There is little likelihood, however, that the 
higher level will continue now that the war is 
over. The remaining fuels — oil and gas — 
have shown striking increases in their contri¬ 
bution to our energy supply. 

d. non metallic minerals other than fuels 

Most of our nonmetallic minerals are avail¬ 
able in large enough quantities so that we 
need feel little concern over future supplies. 
Our extensive deposits of phosphates, potash, 
asbestos and graphite, however, arc mainly of 
low grade. Recent development work at Carls¬ 
bad. New Mexico, indicates beds of salt that 
will yield enough potash at competitive prices 
to meet all of our demands for many years to 


come. In the future, the development of more 
complex chemical derivatives should result in 
vastly expanding requirements for the non¬ 
metallic minerals that in the past have been 
consumed in relatively simple forms. Such 
minerals as stone, sand, gravel, clays, lime, 
salt, bromine and gypsum are available in 
practically limitless quantities. 

Of the nonmetallic minerals, notably sul¬ 
phur, we had an exportable surplus in normal 
times. In 1937, for example, we produced over 
83 per cent of the world supply of sulphur, but 
accounted for 54 per cent of world consump¬ 
tion. (Sec Table 197.) However, the brim¬ 
stones in the salt domes of the Tcxas-Louisiana 
Gulf Coast, which are now being used, will 
last only about 15 years. After that, we shall 
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Table 201 

Forest Resources op the United States, 1938 


Saw-Timber Volume 


Regioi 


Timber Area at End of 1938 
Total Timber Saw Timber 


Annual 

Stand at Growth 

End of 1938 at oft 9 38 


Annual Depletion 


Total 
in 1938 


Cut* 


Total 

Northeastern 

Central 

Lake 

Southern 

Plains 

South Rocky Mountains 
Columbia River Basin 
California 


(Thousands of Acres) 
461,697 212,862 


59.376 

29,231 

52,395 

202,531 

M 

30.653 

73. 8 42 

13.655 


21,154 

9,680 

7.123 

96,694 

22,683 

44,106 

11.417 


1,763,651 

84,025 

14.301 

57,616 

386,570 

35 

124.992 

882,632 

213.480 


(Millions of Board Feet) 

32,033 47 . 8 o 8 


2,625 

978 

I.85O 


20,403 


2,468 

I. 78 l 

2,421 

23,642 


516 

5.247 

4*4 


583 

14.263 

2,650 


42,444 

2,190 

1 . 77 ° 

2,146 

21,869 

t» 

466 

12,084 

1.919 


Source: Industrial Location and National 

tional Resource* Planning Board. 1942, Tables XII ana 

XIII, pp. 56 and 57 - • 

a. The regions cover the following areas: 

Northeastern —New England and Middle Atlannc 
states north of the Potomac River . 

Central — Ohio. Indiana. Illinois. Iowa and Missouri 
Lake —Michigan, Wisconsin and Minnesota 
Southern — States south of the Ohio and P® 10 ™* 

plus Arkansas. Louisiana, and the easterly portions of 
Oklahoma and Texas 


SSS BX IS* 

■SESEEaSattsis 

cSt'Tta-M™* WM. Waihinfiton, 
Oregon 

b. Negligible. 

c. Based on data for » 9 i 6 - 


have to turn to the pyritc deposits of the south¬ 
eastern and western states, to the by-product 
sources at copper and zinc plants, and to the 
purification of sour petroleum anti of natural 
and manufactured gas. 


c. FOREST RESOURCES 


About one fourth of the total land area of 
the United States is forestland capable of pro¬ 
ducing timber of commercial grade. Of t c 
462 million acres of commercial forestland, 213 
million acres arc saw-timber areas with 
large enough for lumber. These arc divit i< 
equally between old-growth and sccon 1- 
growth areas. Nearly two thirds of the old- 
growth saw timber is in the Rocky Mountain 
and Pacific Coast areas; about the same pro¬ 
portion of the second-growth timber is in the 
southern states. The remaining 249 million 
acres contain timber too small for saw-log pro¬ 
duction. 


Acreage provides only a rough indication of 
forest resources (as Table ao. shows) because 
the density of timber stand vanes greatly from 
area to area. The western (Mountain and Pa¬ 
cific) states have 70 per cent of the “'v-umber 
stand, as against only 37 P« cent ol he area 
6a per cent of saw-timber growth is in the 
southern states, where the long growing sea¬ 
son, heavy rainfall and favorable soils result 
in rapid replenishment. The annual eaw-t.m- 
ber growth in the country as a whole is 32 bi 
lion board feet, and the depletion from cu - 
t ing and destruction ... a reasonably normal 
year, such as .93*. " about 48 billion board 
feet, leaving a net annual depletion o. abou 
,6 billion board feet. Cutting of timber “ c 
counts for 89 per cent of the annual depletion 

of saw-timber trees and 7-1 P' r ccn ' ol lhe ?" 
nual depletion of cordwood trees. Destruction 
by fire, insects and disease accounts for the re- 
maining depletion. 
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Lumber production reached an all-time 
peak in 1907 and has been declining rapidly 
ever since. Although consumption of fuel 
wood has dropped since 1870-1880, most of the 
decline has been in consumption of saw-timber 
trees — those suitable for lumber. Consump¬ 
tion of timber for railroad tics, and of shin¬ 
gles, cooperage stock and wood lath, has also 
declined since the first decade of this century. 

Among the reasons for the decreasing use 
of wood products are new methods of econo¬ 
mizing, and the use of substitutes for nearly 
all important wood products — furniture, 
flooring, window and door frames, sash, 
screen frames, containers (even the traditional 
cigar boxes), excelsior, picture frames, toys, 
tools, transportation vehicles and rolling stock 
for railroads. Another important factor that 
has reduced requirements for wood is the 
larger application of preservatives, particu¬ 
larly to fence posts, telephone poles and rail¬ 
road tics. Fireproofing and better fire protec¬ 
tion have also helped to conserve supplies. 

In recent years, demand for such species as 
Douglas fir, red gum and tupelo varieties has 
increased because of their suitability for the 
production of veneers and plastic wood prod¬ 
ucts. Pulpwood consumption is also expand¬ 
ing because of growing demand for news¬ 
print, book paper and paper board. Wood 
waste is being used in increasing quantities 
for the production of synthetics and other 
chemical products, but expansion in these 
fields will be limited by competition with 
products derived from quick-growing farm 
products. In spite of these upward trends in 
nonlumber uses, the downward trend of lum¬ 
ber consumption results in a net decline in 
total wood consumption. This decline places a 
heavier demand on minerals and on cultivated 
crops for plant fibers and raw materials for 
plastics. 

Although we were experiencing a depletion 
of our forest resources even before the war — 
and war demands temporarily increased the 
depletion rate — there is little doubt that these 
resources can meet at least minimum needs for 
a prosperous future. Not only will economies 


and substitutions continue to reduce require¬ 
ments for wood, as they have in the past, but 
measures of conservation in the form of better 
fire and pest control and replanting of cutover 
areas can be expected to increase the annual re¬ 
placement. Improved processes for hardening 
soft woods by impregnation will doubdess en¬ 
hance the value of timber heretofore consid¬ 
ered comparatively useless. 

f. WATER RESOURCES 

Although water resources have many indus¬ 
trial uses, the major problem of use is for water 
power. For such uses of water as raw material 
in manufactured products, fire protccdon, 
washing, cleaning, navigation and irrigation, 
adequate supplies will be available for any 
conceivable industrial expansion if there is ef¬ 
fective interregional control. 

Falling water as a source of energy is re- 
plcnishable, and therefore once harnessed will 
serve without depletion of supply. In areas 
having steep stream gradients and favorable 
dam sites, it may be one of the cheapest sources 
of energy. Since water power, in contrast to 
“carboelcctric power,” can be turned on in¬ 
stantaneously and requires no outlays for fuel, 
it is a convenient complementary source of 
energy. However, it will never serve as a sub¬ 
stitute for a large proportion of our fuel sup¬ 
ply. If all the water falling as rain in the 
United States were transformed into power at 
the existing stream gradients, the energy pro¬ 
duced would not be equal to that derived from 
coal in good years. The share of energy ac¬ 
tually supplied in recent years by water power 
is shown in Table 200 to be only 3 to 4 per 
cent of the total equivalent for all fuels. Water 
power at potential sites is about one fourth de¬ 
veloped and, if fully developed, could have 
produced energy equivalent to approximately 
28 per cent of the coal and 40 per cent of the 
petroleum and natural gas produced in 1942. 

The development of water power is particu¬ 
larly advantageous in fuel-deficient areas. For¬ 
tunately, about two thirds of the potential un¬ 
developed water power is in the Mountain and 
Pacific Coast states, where high-grade coal is 
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Table 202 


Requirements for Natural Resources, 1929, 1940 ' 94 *. Wl ™ 

Estimates for 1950 and i960 


1929 *94° ' 94 ^ 


Wartime 

1950* 1960* 


Peak 3 


Absolute amounts (In Billions ) 

National income (at 1940 prices) 

Value of industrial minerals output (at 
1940 prices) 

Ratio of minerals output value to national 
income 

Indexes of physical volume 

National income (at 1940 prices) 

Total mineral raw materials 
Refined metals 
Total nonmctallic minerals 
Mineral fuels 

Other nonmctallic minerals 
Lumber 
Water power 

Total electric power for public use 
Manufactured gas _ 


$68 

$ 5°7 

7-4 7 o 

88 

94 

99 

9 2 

90 

99 

128 


$78 $103 


$I22< 


$I06 $122 


$5.40 

6 . 97 c 


$6.58 $ 7 * 45 c * 7-'9 

6.4% 6.1 7 * 68 7 o 


7 4 

136 


100 

100 

100 

100 

100 

100 

100 

100 

100 

100 


132 

122 

*34 
117 

**3 

*37 

126 

*33 

*30 

112 


*56 

138 

*57 

* 3 2 

130 

* 4 * 

126 

*53 

*59 

120 


*36 
*33 
* *7 
*38 
141 
128 

93 d 

1C8 

* 73 * 

94 


$8.16 
6-7 % 


*57 

* 5 * 

126 

*59 

164 

* 4 2 

7? 

216 

224; 

75 f 


a. The mineral raw material, indexes ****** on ** 
sum of the annual peak, of individual mineral.. 

b. The estimates for 1950 and i960 arc based on 
straight-line relationships to national 1' 0 f 
somewhat better performance assumed for £od«ct^« 

lumber, electric power for public use. and 

gas. It is assumed that re-use of war .crap will become 

negligible factor as early as i 95 °- 

d. Twelve points adde«l from 1940 W '^o and a. 
poinu from 1940 to i960 because of apparent curvi linear. > 

not readily obtainable. Hosvcvcr, it should be 
noted that the production of water power in 
conjunction with other developments — navi¬ 
gation, prevention of floods, reduction of pol¬ 
lution in periods of low stream flow, irrigation, 
and regularization of water supply — Wl 
yield benefits that extend far beyond that ot 
power, and may substantially reduce the cost 

e \ 


of relationship «o national income and P r ^' e JJ’ 
mrrrncc of the high phase of the long building c>clc. The 
d,asric d«l.ne from prewar levels reflects the drain on our 
lumber resources and a consequent acceleration in the use 
of lower-cost substitute materials. , 

e Ten poinu added from .940 to .950 because of ap ; 
parent cumlincarity of relationship '° ™'' 0 ™\'? C Q 0rn ‘ 
straight-line relationship assumed from l£ 5 « 

f. Four poinu added from 1950 to i960 because ot ap 
parent curvdinearity of relationship to national income. 


of the 


power. 


3. Future Requirements 
Some of the developments in addition to the 
level of general business activity that will in¬ 
fluence the future demand for metals are: in¬ 
troduction of many new products and proc¬ 
esses; expanding supplies of aluminum, mag¬ 


nesium and other basic materials because of 
war-induced increased capacity; emergence of 
a huge peacetime aviation industry; probable 
growth of television, prefabricated housing 
and other infant industries; large deferred de¬ 
mand for durable goods; increased use of sub¬ 
stitute materials; the return to the market of 
vast quantities of metal scrap; probable main¬ 
tenance of a substantial permanent military 
establishment; and the prospect of new for¬ 
eign markets. 

a. ESTIMATED REQUIREMENTS IN 195" '9 ( “> 

The estimates of supplies necessary to sup¬ 
port high levels of employment ami income in 

? m o and i960 presented in Table 202 arc 
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based on correlations with national income in 
the 1919-1940 period. Estimates are given only 
for major groups of materials since more de¬ 
tailed data are so greatly afTected by intermatc- 
rial displacements that they do not show rela¬ 
tionships sufficiently stable to yield significant 
results. 

The total estimated value of industrial min¬ 
eral output, at 1940 prices, is $7.2 billion in 
1950, or somewhat less than the wartime peak 
of $7-5 billion, but it will rise to $8.2 billion by 
i960. This represents a ratio of mineral output 
to national income of 6.8 per cent in 1950 and 
6.7 per cent in i960 —slightly less than the 
1940 ratio and considerably less than the 1929 
ratio. These declining ratios reflect the previ¬ 
ously mentioned trend toward a diminishing 
use of minerals in our economy. 

Measured in physical volume, output of 
mineral raw materials in 1950 would be 33 per 
cent above the 1940 level, compared with a rise 
of 36 per cent in national income (in 1940 dol¬ 
lars) ; and by i960 the output would be 51 per 
cent above 1940. as compared with 57 per cent 
for national income. Output of refined metals 
shows a much smaller increase; in both 1950 
and i960 it would be considerably below the 
wartime level. 

Output of mineral fuels, water power and 
electric power, on the other hand, is expected 
to increase more than the net national output 
of all goods and services. This again is a meas¬ 
ure of the increasing mechanization of eco¬ 
nomic life and the substitution of mechanical 
power for human and animal energy. Al¬ 
though energy requirements arc likely to con¬ 
tinue growing more rapidly than national in¬ 
come in the future, the fuel consumed in gen¬ 
erating such energy will undoubtedly tail to 
increase at an equal rate because of growing 
economy in its use. 

Output of nonmctallic minerals other than 
fuels is expected to increase at a somewhat less 
rapid rate than national income. Moreover, the 
substitution of these products, as well as of 
metals and synthetic libers, for wood is likely 
to continue to make serious inroads on the use 
of wood. Lumber production is cxjxrcted to 


continue its relative decline, so that 1950 pro¬ 
duction is estimated at only 93 per cent of the 
1940 total, and i960 production at only 76 per 
cent. Likewise, total output of manufactured 
gas will probably resume its deebne in these 
postwar years. 

Most of the industries covered by the esti¬ 
mates in Table 202 have operated at or close 
to the limits of their capacity in one or more 
years since 1941. Therefore, the production 
peaks of this period reflect approximately their 
practical capacity. Since the production of re¬ 
fined metals, 18 nonmctallic minerals other 
than fuels, as well as of lumber and gas, would, 
according to these calculations, be below the 
wartime peaks in the future, it is obvious that 
ample productive capacity for all these indus¬ 
tries should be available. 

Mineral fuels, water power and electric 
power for public use, on the other hand, are 
expected to exceed the wartime peak by 1950. 
The peacetime capacity of these industries can¬ 
not be measured entirely by the peak war out¬ 
put for several reasons. In the first place the 
number ofr working hours will undoubtedly 
drop because of elimination of overtime, re¬ 
sumption of vacations, and a return to the nor¬ 
mal seasonal pattern of operation. Second, the 
general estimates may not apply to specific 
types and grades of basic materials or to all 
regions of the country. There may be require¬ 
ments for materials in certain areas which call 
for additions to capacity. Third, the peak war 
use of reserves has resulted in depiction of 
sources of supply, necessitating the addition of 
new capacity elsewhere to maintain the re¬ 
quired level of production. There is virtual 

15. It should he noted that the foregoing estimates of 
mineral raw materials output pertain to the volume in re¬ 
fined form. In the case of iron, for example, pip iron 
rather than iron ore is used. This basis of calculation re¬ 
flect* the raw materials supply in the form in which the 
materials can he used in the thousands of end-products re¬ 
quires! for our economy and in which the materials com¬ 
pete most directly with each other for the various uses. The 
smelting and refining of crude ores and other crude min¬ 
erals is really an intermediate stage between mining and 
the manufacture of products. This step, however, is usually 
included in manufacturing by the Bureau of the Census 
and other reporting agencies. Consequently, the mining 
industry as ordinarily defined docs not include smelting 
and refining. 
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Table 203 

Labor Requirements and Productivity in Mining, 1929. 

Estimates for 1950 and i960 

1940 and 1942, With 

1929 1940 

Wartime 

,942 Peak > 95 ° b 


LaDor nt ir..-..-.-, 

Total civilian labor force 
Wage earners in mining 4 

Ratio of wage earners »n mining to labor lorce 
Indexes of labor and productivity 
Wage earners in mining 4 
Man-hours of wage earners in mining 4 
Man-hours per employed wage earner 

Production of crude minerals* 

Per wage earner 
Per man-hour 


4 *-3 

I.O6 

54.0 

0.83 

54-5 

0.86 

54 - 5 ° 

o.86 c 

58.0 

0.88 

2.2 

i -5 

1.6 

i.6 e 

*•5 

127.8 

100.0 

103.1 

103 

106 

1457 

100.0 

117.1 

1 i? e 

*03 

114-0 

100.0* 

113.5 

136* 

97 * 

96.O 

75 - 1 

100.0 

100.0 

i* 7 * 

i* 3-5 

!2 4 ‘ 

* 47 “ 

128 

65.9 

100.0 

100.0 

* 05* 

* 3 2 


0.84 

M 

101 

95 

94 * 

1 54 
* 5 2 
162 


a. All indexes relate to crude minerals only. ‘ nc,u ^ n * 

Cf. Table 194 and footnote 7 regarding indexes 01 

fm b d Estimates r based. except as noted, on the 
relations of total crude mineral ^der 

tion per man-hour to national income as cuunM 
the 'Tull employment" assumption of this survey, 
c. Annual average for 194 a. Estimates snoweo 

C "d' t >hc W.RC «*. "gjtftSL 

estimates, data for i 9 i 9 -* 9 >» were ^ ‘rc^VWun 
Ebcrle Spencer. Product,on. tmp , Work 


^ wrip? F ; 

nu ?' cs^s ;.v‘,« 

'»■ h '««*>« p« min - 

hoSr. die index .. die »»' for '*4>- SfC Table s04 ' 


exhaustion of the better grades of some key re¬ 
sources, which calls for great ingenuity in 
making substitutions and using lower-grade 
resources. 

These substantially larger requirements can 
probably be met without a much larger work¬ 
ing force than in 1940, and with a shorter 
work-week, chiefly because of rising produc¬ 
tivity. The mining industry has shown strik¬ 
ing gains in productivity, with an increase in 
production per man-hour of more than one 

half from 1929 to 194° ( as shown ,n , 

203). The percentage increase in productiv¬ 
ity was considerably less during the decade 
of the 1930's than during the al,hoU B n 

the amount of increase was greater. t c 
Table 204.) It is believed that the percent- 
age increase will decline even further up to 


1060. but that the average annual amount of 
the increase will be about equal to what it was 
from 1919 “> 1940. despite the growing deple- 
tion of mineral resources. On this basis, min¬ 
eral production per man-hour would increase 
about 32 per cent from 11)40 to 1950 and about 
62 per cent from 1940 «o »0<>o- Many factors, 
of course, can affect the future trend ot efh- 
ciency in mining, with the result that unit out¬ 
put may be cither much higher or lower than 
is now anticipated. 

b. LABOR REQUIREMENTS AND PRODUCTIVITY 

The number of wage earners in mining was 
only about per cent of the nation s civilian 
labor force in .040- Under the high levels ot 
production and employment assumed in this 
survey, the proportion would show no change 
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Table 204 

Indexes of Employment, Man-Hours and Output in 
Mining Industries, 1919-1944* 

(1940 = /oo) 


Year 

Average 
Number of 
Wage Earners 

Man-Hours 

Man-Hours 
Per Employed 
Wage Earner 

Crude 

Mineral 

Production 

Mineral 
Production 
Per Man-Hour 

* 9*9 

* 33-3 

* 47-5 

110.6 

57-7 

39 * 

1920 

*47.6 

162.4 

110.0 

66.9 

41.2 

1921 

112.2 

*23.3 

*09.9 

54.8 

44-4 

1922 

108.4 

121.2 

111.8 

59.0 

48.7 

1923 

* 43-5 

161.3 

112.3 

81.2 

50.3 

1924 

*29.9 

*46.5 

112.8 

76.5 

52 o 

1925 

128.0 

144.6 

112.9 

79.2 

54.8 

1926 

140.1 

* 57-3 

1 * 2-3 

85.9 

54.6 

*927 

131.1 

*48.3 

113.1 

88.1 

59-4 

1928 

!2 3 .2 

140.0 

113.6 

88.1 

62.9 

1929 

127.8 

*457 

114.0 

96.0 

65.9 

*930 

112.1 

122.4 

*09.3 

84.6 

69.1 

* 93 * 

88.3 

95.2 

107.8 

70.6 

74-2 

*932 

7*8 

75.0 

*04.4 

56.7 

75 -6 

*933 

81.7 

80.2 

98.3 

61.4 

76.6 

*934 

99-7 

85.6 

85.8 

66.9 

78.2 

*935 

102.9 

86.7 

84.2 

7*-3 

83-4 

*936 

117.0 

101.6 

86.8 

84.9 

83.6 

*937 

**97 

106.1 

88.6 

95-5 

90.0 

*938 

99-5 

89.3 

89.8 

8*7 

9*-5 

*939 

94.0 

88.1 

93.8 

90.3 

102.5 

*940 

100.0 

100.0 

100.0 

100.0 

100.0 

* 94 * 

100.7 

106.4 

*05.7 

111.5 

104.8 

*942 

103.1 

X17.1 

**3.5 

117.1 

100.0 

*943 

91.8 

" 3-5 

123.6 

118.8 

103.6 

*944 

84.3 

114.8 

• 136.2 

*23.5 

*04.7 


Sourer: Sec footnotes to Tabic 203. 

a. All indexes relate to crude materials, including gold-bearing ores; i.e., smelting and refining 
are excluded. 


by 1950, and only a slight decline to 1.4 per 
cent by i960. 

The actual number of wage earners in the 
industry is expected to rise slightly above the 
wartime peak by 1950, but with the elimina¬ 
tion of overtime and shortening of regular 
hours the total number of man-hours worked 
will probably be about one tenth less than at 
the peak of the war period, and not much 
above the 1940 level. Continued increases in 
productivity, however, would make possible a 


1950 mineral output one third above 1940 with 
only 6 per cent more workers and 3 per cent 
more man-hours. By i960, further gains in pro¬ 
ductivity would result in aggregate produc¬ 
tion of minerals half again as large as in 1940 
with an actual reduction in total man-hours 
worked. (See Table 203.) 

In the event of serious depletion of mineral 
resources combined with restrictions on im¬ 
ports, or public subsidies, a concentration of 
effort on minerals, even at an economic dis- 
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advantage would be required, and the num- What this means from the viewpoint of our 
btr of wage earners would increase. On the total economy is that we may have to devote 
other hand, if minerals are imported after the more economic effort to the extraction of ra 
war in greatly increased volume, a smaller pro- materials in the future ,han £ 1 * 

portion of the labor force will be devoted to past. Less than 2 per cent of the number of 
mining. Perhaps the most plausible assump- gainfully employed persons are now engag 
tion is 8 that mining will take place under a in mining. Our economy has usually operate ■ 
crowing handicap of depletion, which will re- with a sizable surplus of productive capacity 
tard the progress of efficiency and tend to sta- j n normal peacetime. Therctorc, if it becomes 
bilize the trend of employment. At the same ncC cssary to use our low-grade resources, the 
time there will probably be marked increases grcal cr cost of their utilization might be ab- 
in the importation of certain types of minerals, sorbed by a further use of our productive ca- 
but only a moderate over-all increase in min- p ac i lv . A doubling of the costs of mineral pro- 
eral imports. duction would mean that wc would have to 

make readjustments to employ 3 or 4 per cent 
4. Summary and Conclusions Q f aU gainful workers in the mineral indus- 

The exploration and development of min- tr i es . This would place a heavy burden on 
eral deposits in recent times has extended to mineral industries in world competition fo 
all parts of the world and although future dis- markets and would possibly require consider- 
coveries may modify the picture here and able reorganization, but it could probably be 


there, they are unlikely to change its basic 

characteristics. # , 

In contrast with the situation in the United 
States, vast resources in foreign areas — out¬ 
side of western Europe — remain relatively 
untouched. The presence of many mineral re¬ 
sources and the commercial feasibility of their 

■ 1 ... f .. _w 


auic - * 

accomplished without much disadvantage to 

the total economy. 

Adequate supplies to meet all future re¬ 
quirements may be assured by the following 
lines of action. First, there should be an inten¬ 
sive research program aimed at developing 
sources and the commercial tcasiDimy 01 uw» ncw techniques for utilizing more abundant 
extraction is already known. Wc know, for ex- rcscrvcs al low cost. It may be possible through 
ample, that the Caribbean area and the Mid- changes i n processes to provide basic materials 
die East have extensive undeveloped petro- from | ow . gra dc resources at costs equal to or 
leum reserves which can be exploited at lower if| a fcw cases even below those from high- 
costs than in the United States. Similarly, we dc rcsourccs , especially if various areas and 
know that China has abundant reserves ot of materials arc tapped. Second, a policy 

high-grade bituminous coal and anthracite in (rcc , y rclying on imports to the extent that 

inland areas, extraction of which awaits indus- ^ arc necessary to compensate tor ^* c ‘ u,cn ' 

trialization and the development of transpor- ^ domcsl j c sources is needed. Third, in 
tation. . case of minerals and other durable matc- 

In spite of our usual efficient and cconomi- ^ can be stored for long periods ot 

cal use of our own rcsourccs, wc have often wil b 0 ut deterioration and that would be 

been guilty of extravagance and wc are now ^ ^ casc G f W nr, wc could adopt a stock- 
approaching depletion of the best grades o .j. program. Most of the alloying metals 
many of our resources, as pointed out above. \ * afious supply during our par- 

Howcvcr, nearly all of the basic materials for ^ ipal ; on j n the war can be stock-piled for 

which concern may be felt at the present time 1 ^ of timc without any appreciable 

can be obtained within our borders from low- 1 . carrying charge on the invest- 

grade rcsourccs. The use of these, however, cost except c. y h 

would be economically less advantageous than co p pcr , lead and zinc present 

that of high-grade rcsourccs. 
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the most serious scarcity problems for the fu¬ 
ture. Because these materials are bulky, they 
are difficult to stock in sufficient quantity to 
meet several years’ requirements should sup¬ 
plies be cut off. Domestic aluminum supply 
also may become a serious problem, but fortu¬ 
nately we have inexhaustible low-grade re¬ 
sources of this metal in forms other than baux¬ 
ite from which we may conceivably produce 
aluminum without much increase in cost. In 
the longer term, depletion of high-grade do¬ 
mestic iron ore reserves will require expan¬ 
sion of imports or dependence on our vast res¬ 
ervoir of low-grade ores. The tendency in this 
industry has been definitely toward importa¬ 
tion of a larger share of domestic needs, very 
little effort having been made yet to extend 
the use of low-grade domestic reserves. 

The war has stimulated our ingenuity in 
finding new uses and new combinations and 
substitutions of materials, and to this extent 
has strengthened our raw material position. 


But heavy wartime demands weakened our 
position by hastening the depiction of our best 
reserves of a number of important industrial 
raw materials. Which of these effects will 
prove to be the more important cannot yet be 
determined. 

It is inevitable of course, as time goes on, 
that our supplies of mineral resources will 
come nearer to exhaustion and that our needs 
will be satisfied with less ease and at higher 
cost than before. Given a system that permits 
free access to the world’s resources, however, 
there can be no question of a raw material sup¬ 
ply adequate to support an expanding Ameri¬ 
can economy for many decades to come. And 
even if we should be forced to rely on our do¬ 
mestic mineral deposits to a much greater ex¬ 
tent than in the past, no reason exists for be¬ 
lieving that depletion is so extensive that it 
would necessarily become a serious barrier to 
the maintenance of high levels of production 
and employment in the future. 
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What can agriculture contribute to a high 
level of future prosperity? Consideration of 
this question calls for an over-all view of our 
domestic and foreign agricultural needs and 
an examination of agricultural capacity in 
terms of land, labor and equipment. 

The major part of this analysis is concerned 
with these elements in agricultural capacity, 
with what part they played during the war in 
the greatly expanded demand for food tor the 
armed forces and the lend-lease program, as 
well as for the civilian population, with what 
effects the war had upon them and what tu- 
ture tendencies they arc likely to follow. 

Of the annual output of the farm plant in 
the 1920’s about 85 per cent went into the do¬ 
mestic markets and 15 per cent to foreign mar¬ 
kets. Domestic consumption was supple¬ 
mented by imports of certain foods, feeds and 
fibers similar to commodities produced com¬ 
mercially in the United States; but these 
amounted to only about 60 per cent of the 
value of agricultural exports. Thus we base 
normally produced more farm products than 
we have consumed. However, the exclusion of 
cotton and tobacco from our foreign trade ng- 
urcs results in a net import balance ot toon 
products. These “supplementary” imports do 
not include the small volume of ••complemen¬ 
tary” imports consisting of rubber, coffee, silk, 
bananas, tea and spices. The net import a- 
ancc of food has been so small compared with 
total production that our agricultur al capacity 

By Louis H. Bran, Chief Fiscal Analyst, Bureau 
of the Budget, formerly Chief of the Division o 
Agricultural Industrial Relations. Agricultural 
Adjustment Administration, and agricu tur.i 
economist, U.S. Department of Agriculture. 
Opinions expressed in this chapter are those o 
the author and not necessarily those ot ihe agen¬ 
cies with which he is or has been associated. 


has been adequate to make us virtually self- 
sufficient in food, cotton and tobacco. 

The farm plant is made up chiefly of land, 
buildings, livestock and machinery, which had 
a total value of $42 billion in January 1940. 
About 80 per cent of this value was in land and 
buildings, 12 per cent in livestock and poultry 
and the remainder in equipment and in crops 
held for sale. 

The important elements in the agricultural 
plant arc revealed in the 1940 Census. In that 
year all land in farms amounted to 1,061,000,- 
000 acres divided as follows (in millions of 
acres): 


Land used for crops 34 2 

Harvested 3 21 

Crop failure 21 

Idle and fallow 57 

Plowable pasture ‘ 3 1 

Woodland ! 37 

All other farm land 394 


Land actually used for crops amounted to 
J42 million acres, and land available for crops 
(harvested, crop failure, idle and fallow, and 
plowable pasture) amounted to 53 ° million 
acres. Thus, half of all the land in farms was 
available for crops and 65 per cent of this was 
actually planted to crops. More than tins was 
planted in the peak year of the war. 

The number of people living on farms at the 
beginning of 194” was $o.547.o<*>, of whom 
0,694,000 were working on farms in March 
1940. The farm labor force was distributed as 
follows: farm operators, 6,097,000; other fam¬ 
ily labor. 1.844.000; hired labor, 1.75**100. V \m 
total working force of 9^000 was usually 
augmented during the planting and harvest¬ 
ing periods by about 2.500.000 seasonal labor¬ 
ers. chiefly from schools and farm homes. 

The third major element in agricultural ca¬ 
pacity is equipment and supplies required lor 
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production. The most important of these are 
(in thousands): 1 


Work stock 

Horses and mules 2 years old and 
over on farms January 1, 1940 13,005 

Motor equipment 

Automobiles 4* x 44 

Trucks i >047 

Tractors *» 5^7 

Electric power (number of farms 

reporting) 2,032 

Fertilizer (tons used in 1939) 8,000 


What trends may we reasonably expect in 
farm land, labor, capital and their capacity to 
produce the requirements of 1950-1960? 

1. Domestic Requirements for Agricul¬ 
tural Products 

Several over-all characteristics of the na¬ 
tion’s requirements for agricultural products 
arc useful in an effort to project agricultural 
capacity and resources into the future. 

a. STABLE PER CAPITA FOOD CONSUMPTION 

In spite of a wide variety of tastes and food 
habits and changes in our individual diets, the 
national per capita consumption of food tends 
to be quite stable from year to year and from 
decade to decade, and the acreage harvested 
for food has remained fairly stable at around 
two acres per capita. The per capita consump¬ 
tion of tobacco has been increasing, but it oc¬ 
cupies a relatively minor place both in the na¬ 
tional expenditure for farm products and in 
acreage requirements. While our per capita 
consumption of fiber crops — chiefly cotton 
and wool — varies substantially from year to 
year with industrial conditions, it is relatively 
stable from decade to decade. 

These constants simplify the problem of 
making projections for a growing population. 
Given the rate of population increase to i960, 
our main problem in projecting acreage re¬ 
quirements is the extent to which the national 
constant per capita consumption may be in- 

1. Figures in this section from Bureau of the Census, 
Agriculture, Vol. Ill, 1940. 


Table 205 


Per Capita Food Consumption in the United 
States, 1909 and 1939 
( Pounds) 


Food Group 

/909 

'939 

Change 

Total, All Foods 

1,880.0* 1,882.0* 

2.0 

Amount imported 




(sugar and bev¬ 
erages) 

72.0 

93-3 

21.3 

Cereals 




Wheat flour (in terms 




of grain) 

298.0 

222.0 

-76.O 

Corn 

129.0 

70.0 

-59.O 

Other cereals 

Meats 

75.0 

47.O 

-28.O 

Beef and veal 

81.0 

6l.O 

-20.0 

Pork 

67.0 

64.O 

. -3 ° 

Lamb and mutton 

6.7 

6.6 

-0.1 

Dairy and poultry products 



Chickens, dressed 

19.5 

x 9-4 

—0.1 

Eggs 

Milk and cream (milk 

3 *M 

38.1 

x 7 

equivalent) 

320.0 

35 x<0 

31.0 

Butter 

Other manufactured 

17.8 

x 77 

—o.i 

dairy products 
(milk equivalent) 

55.0 

124.0 

69.0 

Fats and oils 




Lard 

12.2 

12.8 

0.6 

Other edible fats and oils 10.3 

x 9-5 

9 J 

Fruits 




Apples 

63.8 

40.8 

-23.0 

Citrus fruits 

18.2 

62.4 

44-2 

Other 

60.8 

62.6 

1.8 

Canned, dried and juices 7.4 

27.6 

20.2 

Vegetables 




Potatoes (including 



-61.0 

sweet) 

232.0 

171.0 

Other 

237.0 

261.0 

24.0 

Canned 

130 

25.6 

12.6 

Dried beans 

Cane and beet sugar 

8.5 

97 

1.2 

(total) 

79.0 

103.0 

24.0 

Imported (estimated) 
Beverages 

(60.0) 

( 73 °) 


Coffee (imported) 

9.6 

x 4-9 

5-3 

Tea (imported) 

1.1 

0.7 

-0.4 

Cocoa (imported) 

*•3 

47 

3-4 


Source: ’•Consumption of Agricultural Products," Bureau 
of Agricultural Economics, Department of Agriculture, 
March 1941, mimeographed. 

a. In terms of fresh food weight as marketed by 
farmers. 
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Table 206 

Daily Per Capita Food Consumption, i909-*939 


Year 


Total 


X 909 

1919 

1929 

1939 


(Pounds) 

5 ' 12 
4.87 
5.02 
5" 


Proteins 

Fats 

Carbohydrates 

(Grams) 

(Grams) 

(Grams) 

96 

131 

481 

87 

*33 

45* 

87 

*44 

45* 

86 

*45 

4*5 


Calones 


(Humber) 

3’49° 

3.349 

3-449 

3 . 3° 6 


1 yjy -* --------—- 

^ n- rX“^'^?^< N r= on Dcp- 

ment of Agriculture. __ 


creased by improving the substandard diets of ' Tab i c ^ } 

the lower income groups of ** P°H at, °"' . In « nera l, these shifts reflect the influence 
In good years, the amount of food *"« ke “ d o£ cuf 8 tcnt opinion on ,he greater need for pro- 
by farmers averages 1,880 pounds p P tcc(Wc foods> suc h as dairy and poultry prod- 
of the population. (See TaMeao^) 3nd fruits and vegetables. The commodi- 

cause of waste, loss of water and loss of weight , hcsc internal shifts are shown 

in processing and in the preparation o£l>y- »es a^ omp J son of Ore amounts of various 
product feeds, we purchase at retail > J nds „{ f 00 ds consumed in 1909 and 1959 3nd 

of only 1 .J 75 P° unds P cr ^CdU J, much in the record of crop production for thesetwo 
years, the consumption of food s no During , hat jo-year period, we modi- 

less than in prosperous years. I u g \ diet by eating less cereals, potatoes, 

riod of great unemployment from 1931 935 * and bcc f and morc cggs , dairy prod- 

it was 1,335 P ounds P" Cap, ' a, ,°' five years, ucls, fats and oils, citrus fruits, canned fruits 
cent lower than in the prcced g Y vegetables, and sugars. 

This relatively stable consumption in the ta ^ hlion increased 45 cent 

of greatly reduced purchasing P . * an d 1039t the production of 

sible because retail food prices decline with towce^ W £^ 9 * ^ ^ fruils and 

earnings, food needs are primary an a x ,, per cent and dairy and poultry prod- 

conunue to produce regardtcM° * C a whole, ucts abom 62 per cent. Hut production of meat 

l^ma^f^Xcrnuning fu- animals increased only ^ 

ture fo«l and fiber retirements ,s the future nb.es, .her than true ? ^ _ ■ 

“end of population. * ^ dcmand for grams or feed, 

b. SHUTS IN consumption or noons “ly^.Tan cxVansfo^inlvheat acreage and 

SXc Has 

been a long-time reduction in the consump ^ was a f lcr World War 1 . 

of proteins, carbohydrates and calorics, wnue foocJ consumption depends prcdomi- 

consumption of fats has increased. Our daily domestic products. Imported 

per capita diet in 1939, contrasted wnth d-o Y J tea and cocoa constituted only 

1909, contained 14 per cent less in car o iy- * t Q f lola j consumption in 1909 and 

drates, 10 per cent less in proteins and 5 P cr 4 1 

601 



AMERICA S NEEDS AND RESOURCES 


Table 207 

Index Numbers op the Volume of Agricultural Production for Sale 
and for Consumption in the Farm Home, 1909-1943 

(7935-/939 - /oo) 


Crops Livestock and Livestock Products 


Year 

Crains 

Fruits 

and 

Nuts 

Vege¬ 
tables 
Except 
Truck 
Crops • 

Truck 

Crops 

Cotton 

and 

Cotton¬ 

seed 

Total 

Crops 

Meat 

Animals 

Dairy 

Products 

Total Total 
Livestock Agri- 
and Live- cultural 
Poultry stock Pro- 

Products Products b duction 

1909 

II0 

5 2 

93 

3 * 

75 

8l 

9 2 

63 

68 

78 

79 

1914 

122 

78 

87 

36 

12 3 

99 

88 

68 

74 

78 

86 

1919 

122 

64 

82 

4 2 

87 

9 * 

108 

74 

80 

90 

9 * 

1924 

**5 

74 

90 

66 

103 

96 

**5 

83 

9 * 

99 

98 

1929 

107 

73 

90 

87 

**3 

98 

*03 

93 

100 

99 

99 

1931 

*03 

98 

98 

83 

* 2 7 

I0 4 

*°3 

96 

101 

100 

102 

*934 

50 

86 

101 

88 

74 

7 2 

117 

98 

96 

106 

93 

*939 

* *5 

hi 

99 

106 

89 

*07 

109 

102 

108 

106 

106 

* 94 <> c 

x 16 

no 

101 

hi 

95 

107 

118 

105 

109 

112 

no 

* 94 ,c 

130 

* *4 

102 

1 *5 

83 

no 

118 

no 

**5 

* *5 

1 *3 

*942* 

*38 

1*4 

,0 5 

,2 7 

99 

*24 

*39 

xi6 

128 

126 

127 

* 943 ° 

109 

* *7 

I08 

**9 

90 

**3 

146 

129 

*53 

*37 

128 


Source: Bureau of Agricultural Economics, Department of b. Also includes wool and mohair. 
Agriculture. c. Preliminary, 

a. Includes tobacco, sugar crops, hay peanuts, soybeans, 
cowpcas, hops, and legume and grass seeds. 


only 5 per cent in 1939. Consumption figures 
for bananas and imported oils would probably 
raise these percentages to 5 and 6, respectively. 

c. impact of the war on food consumption 

The war brought about a marked and al¬ 
most immediate increase in per capita con¬ 
sumption of food. This resulted from increases 
in the purchasing power of the lower income 
groups in 1941 and 1942 and from the increased 
food requirements of those drawn into heavy 
war work, before restrictions had been im¬ 
posed on food distribution. Taking the pre¬ 
war 1955-1939 average consumption as 100, 
the 1940 consumption was 105; it rose to in in 
1941; dropped in 1942 to 108; and in 1943 to 
*05- 

Civilian per capita consumption in 1941 and 
1942 exceeded the average of the five prewar 
years, and was indeed 8 to 10 per cent above 


the consumption of such prosperity years as 
1909, 1923 and 1929. It is not clear to what ex¬ 
tent wasteful consumption and hoarding may 
have contributed to this high level of 1941- 
1942, or how much of the increase was due to 
the fact that more people were able to afford 
more adequate diets. With the rise of military 
and lend-leasc requirements and the introduc¬ 
tion of consumer rationing, consumption in 
1943 returned to the 1940 level. It now seems 
highly probable that these heavy consumption 
records for the first two years of war repre¬ 
sented an abnormally high level. Require¬ 
ments for the armed forces, for the lend-lease 
program and for foreign relief in liberated ter¬ 
ritories were substantially greater in 1944 and 
1945, and in addition, crop conditions were 
not as good in 1944-1945 as in 1941-1942. The 
war may have changed the characteristics of 
national consumption, as did World War I, 


602 







AGRICULTURAL CAPACITY 


perhaps by reducing consumption of cereals. 
Without special efforts to raise the national 
average consumption, however, it seems likely 
that the long-term average consumption of 
about i,880 pounds per capita will prevail. 

These conclusions regarding the war and 
postwar levels of consumption need to be 
qualified by noting the influence of Victory 
gardens. The American Institute of Public 
Opinion estimated that 21 million families 
planned to have gardens in the spring of 1943, 
as compared with 19 million in 1942, about 
16.5 million in 1941 and 14.5 million in 1940. 
By 1944, the number again declined to 19 
million. These gardens were about equally di- 

■ • • f _I <infl nrlnn 


Table 208 

Per Capita Consumption of Fibers in the 
United States, 1909-1939 
(Pounds) 


Year 

Cotton 

Wool 

Cotton 
and Wool 

Silk 

RayOt 

1909 

26.I 

7-4 

33-5 

•3 

— 

1919 

27.2 

6.1 

33-3 

•5 

n 

.1 

1929 

28.I 

6.0 

34.1 

.8 

I.I 

*939 

27.7 

6-4 

34 * 

•4 

3-5 


Source: Harold Barger and Hans H. LancLbcrg. Amen- 
can Agriculture. 1899-1939. National Bureau of Eco¬ 
nomic Research. New York. 1942. 


million. These gardens were aoout cquany u.- tion and acrcagc requirements for fibers, as for 
vided among farm, rural nonfarm and urban food may therefore be projected on the basis 
areas. It was also estimated that 25.5 million Q £ population growth, 
families planned home canning of fruits, vege¬ 
tables and other preserves. The volume of food 
supplied by these gardens is not definitely 
known, but very little of this additional 
consumption derived from noncommercial 
sources is likely to remain as a permanent in¬ 
crease in the national diet. 

d. STABLE PER CAPITA CONSUMPTION OF FIBERS 

In addition to food, requirements for cotton, 
wool and other fibers must be considered. The 
major commodity in this group is cotton, 

• . • a. • I f ....f U. nil 


e. TOBACCO CONSUMPTION 

Among the other nonfood crops, tobacco is 
sufficiently important to be considered. It takes 
at most only about 2 million acres, or less than 
two thirds of one per cent of total acrcagc for 
harvested crops. However, labor requirements 
per acre arc relatively large; tobacco absorbs 
nearly 3 per cent of total man-hour require¬ 
ments for all crops. 

-- «..« —.— - - The long-time rising demand for cigarette 

major commodity in this group is cotton, lo j )acco was accentuated by the war. However, 
which supplies more than three fourths of all ^ ] ong . lcrm upward trend has been accom- 
fiber consumption, with wool and expanding j cd hy a reduction in other uses of tobacco, 
rayon consumption accounting for most of the nclrC sult j s t hat per capita tobacco con- 

remaining fourth. Per capita mill consumption sumption increased at an average rate of less 

of cotton and wool totaled 34.1 pounds in both ^3,, Qnc ^ ccm a y car during the 20 years 
1939 and 1929, compared with 33.5 in 1909. before the war. Wc may, therefore, expect 
Rayon in 1939 supplied an additional new dc- acrc c requirements for tobacco production 
mand of 3.5 pounds. (Sec Table 20K.) (Q con iinuc to expand slowly and to represent a 

Consumption of cotton and wool by textile bgible share of total acreage, 

mills varies from ycar to ycar in response to 

fluctuations in industrial activity. But in years £ additional requirements for uest- 
of prosperity the combined consumption of adapted diet 

cotton and wool-like the per capita con- much wi „ fotxl consumption increase 

sumption of all foods —has tended to be rela- i( conditions of full 

jVdy constant. A higher level of postwar ,n- m W ^possible better diets for the 
dustrial activity would tend to support an 1 - ^ proup [> In other words, how 

in '. reased . P« ca P i,a consumption much more production and how many addi- 

and wool but to some extent d» m.ghtbeo<T | vouW bc needed to raise the d>- 

set by substitution of synthetic fibers. 1 roduc- »■ 
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Table 209 

Comparison of Actual Acreages and Livestock Production With Acreages, 
Production or Numbers Required to Supply 133.9 Million People* With 
Three Diets Which Meet the Nutritional Standards Estab¬ 
lished by the National Research Council 



Actual Acreages or 
Numbers for Domestic 
Use. 1936-1940 
</> 

Acreages or Numbers for 
Specified Diets 

Best-Adapted 

hem 

Moderate Cost 

(a) 

Straight 

O) 

- ^ 

Adjusted 

( 4 ) 



( Thousands of Acres at 


( Thousands 0/ Acres) 

Average I9j6-t940 b Yields) 

Food and feed crops 

3 II, 32 Z 

321,102 

319,238 

351,162 

Truck crops 

4 .M 4 

6,575 

6,597 

7,257 

Fruits 

4.269 

4.333 

4,621 

5,083 

Potatoes 

3.949 

4,013 

4,070 

4.477 

Beans, peas, nuts 

4.484 

3.979 

4.730 

5,203 

Sugar and sirup 

1,510 

M 94 

1,508 

1,659 

Grains for food 

62,463 

57.3*0 

57.599 

63.359 

Feed grains 

148,252 

* 49.*74 

147,074 

161,781 

All hay 

69,469 

83,104 

82,053 

90,258 

Miscellaneous crops 

12,781 

11,120 10,986 

(Millions of Head Slaughtered) 

12,085 

Meat animals 

Beef cattle 

15.2 

15-2 

14.7 

l6.2 

Veal calves 

9.6 

9-5 

9.2 

IO.I 

Hogs 

60.5 

65.2 

63.0 

69.3 

Sheep and lambs 

21.9 

24.0 

23.2 

25-5 

Chickens 

644.O 

659.0 

635.9 

699.5 


(Millions 0/ laying Hens and Milk Cows) 

Other animal products 

Hens 

369.O 

37 * * 2 

4H.7 

4529 

Milk cows 

23.9 

30.7 

30.3 

33-3 


Source: Bureau of Agricultural Economics. Department of Agriculture. 

Col. 1: Acreages and numbers chargeable to domestic disappearance (consumption), average 
1936-1940. 

Col. 2: Acres and numbers to supply 133.9 million people with an adequate diet at moderate 
cost, assuming consumption evenly distributed. 

Col. 3: Acres ansi numbers to supply a low-cost diet to all low-income families, a moderate-cost 
diet to families with moslerate incomes and a liberal diet to all high-income families, assuming 
consumption evenly slistributed among families within each group. 

Col. 4: Same as col. 3. except over-all increase of 10 per cent to allow for excess or above-average 
consumption within each group. 

a. Population in 1943. 

b. Except feesl grains, where 1935 is substituted for 1936. 


clary standards for low-income families to 
those recommended by the National Research 
Council, and to maintain those who are able 
to consume in excess of these standards at their 
higher level of consumption? Estimates by the 


Department of Agriculture presented before 
the Tolan Committee (shown in Table 209) 
furnish the best available clue to the answer. 

2. Some authorities hold the view that (1) the National 
Research Council's standards are admittedly liberal and 
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These estimates indicate that to supply the 
1943 population o£ nearly 134 million people 
with an adequate diet at moderate cost, as¬ 
suming an even distribution of consumption, 
would require substantial increases in the pro¬ 
duction of truck crops, in the hay crop to per¬ 
mit a marked increase in dairy products, and 
moderate increases in the production of hogs, 
sheep and lambs, and poultry. But it would in¬ 
volve moderate reductions in grains for food 
and in other minor crops. This reduction 
would about offset the increase in livestock 
production, with the result that the total vol¬ 
ume of production required for an adequate 
diet at moderate cost for the entire population 
would be very little more than in 1936-1940. 
To supply the nation with the best-adapted 
low-cost diet for all low-income families, with 
a moderate-cost diet for families with moder¬ 
ate incomes and with a liberal diet for all high- 
income families, assuming consumption evenly 
distributed among families in each group, 
would also require a total volume not much 
larger than during 1936-1940. The Depart¬ 
ment of Agriculture estimates suggest that 10 
per cent additional production should be al¬ 
lowed to permit those who arc now consum¬ 
ing above the average in their income groups 
to continue to do so." 

g. REQUIREMENTS FOR EXPORTS 

How much of our agricultural capacity we 
shall need for exports cannot be indicated 
with any degree of certainty. Before World 
War I, farmers obtained 15 per cent or more of 
their gross income from exports of farm prod¬ 
ucts. (Sec Table 210.) But exports supplied 

subject to revision; (a) optimum nutrition can be ensure*! 
without an increase in acreage. The increase of m per cent 
u * d here assumes no reduction in the standard of those 
above the recommended dietary level. This assumption 
would, of course, tend to overstate rather than underesti¬ 
mate acreage requirements. 

. 3 - However, if we assume conditions of general educa- 
{*° n and income and food distribution that will permit the 
low-income groups to lift their diets up to standard, we 
might also assume that some of those who now. for various 
so ns of taste, income or wasteful consumption habits, 
consume above standard may adjust their diets down to 
•Jandard. On this assumption, perhaps an increase of v*me- 
jmng less than 10 per cent over the 1936-194° P fo,IuC * 
uon for domestic use would suffice to meet the hest- 
Mapted-diet standard. 


Table 210 


Percentage Contribution op Exports to Gross 
Farm Income, 1869-1937 


Period 

All Agricul¬ 
tural Exports 
as Percentage 
of Total Gross 
Farm Income 

Exports. Ex¬ 
cluding Cotton, 
as Percentage 
of Total Gross 
Farm Income. 
Excluding Cotton 

1869-1875 

16.6 

87 

1876-1880 

16.8 

11 *3 

1881-1885 

19.3 

141 

1886-1890 

* 5-3 

9.8 

1891-1895 

17.6 

11.9 

1896-19OO 

19.2 

13 7 

19OI-1905 

i 8-4 

13.0 

1906-I9IO 

16.7 

2*2 

I9II-I915 

14-9 

7.6 

1916-1920 

17.6 

14.0 

1921-1925 

17.8 

'l 9 

1926-1930 

I4.7 

_ at 

8.7 

i 93 l “ I 934 

9.6 

5 - 2 

, 935“ , 937 

8.4 

4 7 


Sourer: Frederic Strauss and Louis H. Bean. Gross Farm 
Income and Indues 0/ Farm production and Pncesjn 
she United States. 1S69-19J7. Technical Bulletin No. 
703, Department of Agriculture. 194 °- 

less than xo per cent of their total income from 
food production. During 1916-1920. food ex¬ 
ports constituted 14 per cent of total farm in¬ 
come from food production, while all exports, 
including cotton, accounted for nearly 18 per 
cent of income from all farm products. During 
the late 1920*5, the export outlet declined to its 
prewar proportion and continued its decline 
with the greatly reduced foreign trade of the 

i93o’s. During 1 935 "* 937 - w, ' cn 8 P cr ccnt . of 
farm production was exported, 24 million 
acres were required to produce these exports, 
according to one official estimate. 

Food exports under the lend-lease program 
increased sharply. By «943 they amounted to 
$2 billion, or about 12 per cent of gross income 
from farm production. Other food exports 
brought the total to $2.5 billion, or 14 per cent 
of our increased fo.nl output, thereby about 
equaling the share of our food production that 
was shipped out in 1916-1920 and exceeding 
that of the 1920*5. 

We shall probably continue to export a rela- 
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tivcly large share of our food output for some 
years to come. Liberated areas need much in 
the way of foods, feeds and seeds, although of 
course these requirements will fall off as the 
productivity of these areas is restored. 

If we export as much as 15 per cent of our 
food production for relief purposes during the 
emergency period, it will be enough to support 
about 20 million people on the typical Ameri¬ 
can diet of 3,300 calories per day, and enough 
for about 33 million people on a relief diet of 
2,000 calorics per day. Or this amount of food 
could be made to supplement the diets of 120 
million people by allowing each person supple¬ 
mentary food equal to a fourth of the average 
American consumption. 

The volume of our exports beyond the post¬ 
war relief and reconstruction period is also 
very difficult to forecast. Much will depend on 
the progress that may be made in reshaping 
the agricultural-industrial balance in Euro¬ 
pean countries, and on the extent to which this 
program and a world-wide drive toward better 
diets will call for food supplies from the United 
States. Obviously, exports will also depend on 
domestic agricultural prices and on their rela¬ 
tion to world prices. 

It is commonly assumed that our postwar ex¬ 
port market for wheat, in view of potential 
supplies from competitive export countries 
such as Australia, Argentina and Canada, will 
not exceed too million bushels, and it may be 
considerably less. For cotton, in view of greatly 
expanded production in Brazil and Africa, it 
is assumed the market will not be more than 
3.5 million bales; for pork, at most 700 to 800 
million pounds live weight. All in all. no more 
than the combined production of 24 million 
acres that was exported in the late iqjo’s will 
be required in the long run. 

There is, on the other hand, the view that 
with so much undernourishment everywhere, 
we should stand ready to expand our har¬ 
vested cropland enough to increase produc¬ 
tion by a third, thus making it possible to ex¬ 
port twice as much as in the late 1920*$ and 
four times as much as in the late ii);o'$. An 
International Wheat Agreement adopted in 
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1942 by the United States, Australia, Argen¬ 
tina, Canada and the United Kingdom pro¬ 
vided, among other things, for the inter¬ 
national distribution of wheat for relief pur¬ 
poses, and the United Nations Food Confer¬ 
ence in 1943 resulted in considerable activity 
on the part of an Interim Committee on Food 
and Agriculture. It is not yet clear how large 
our contribution to international trade could 
or would be under an internationally engi¬ 
neered food and agricultural consumption 
program. Nor is it clear under what terms of 
international exchange or payment we would 
export such a large volume of farm products, 
or under what arrangements our farmers 
would undertake the coordinated program of 
soil conservation and farm management that 
would be necessary. 

For present purposes we may assume an in¬ 
termediate prospect between the two ex¬ 
tremes. If other countries, as well as the United 
States, maintain full industrial employment 
and if certain European countries make long¬ 
term shifts from agriculture to industry, our 
exports might be restored to about the level of 
the late i92o's, representing nearly 15 per cent 
of total farm production. These speculations 
would indicate greater rather than smaller fu¬ 
ture acreage requirements. 

h. PRODUCTION REQUIREMENTS FOR 
1950 AND i960 

On the basis of the record of fairly constant 
per capita consumption of food and nonfood 
crops, and from the assumed course of popu¬ 
lation growth, we may now project the vol¬ 
ume of production required for domestic con¬ 
sumption and for exports, assuming cither (1) 
no increase in per capita domestic consump¬ 
tion, or (2) an increase in consumption to 
meet the requirements of the best-adapted na¬ 
tional diet, including a 10 per cent allowance 
for unequal distribution within income 
groups. 

The course of our net agricultural produc¬ 
tion (for domestic consumption and exports) 
roughly parallels our population growth. On 
the basis of this long-time relationship — and 
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Source: Tabic an and text. 

not allowing for the moment for improving 
the diet of the low-income groups —the total 
volume of farm production in 1950 would need 
to be equivalent to an index of about 109, with 
1940 as 100. Of this, 16 points would represent 
exports and 93 points domestic consumption. 
Such a volume would provide the average per¬ 
son in the 1950 population of almost 145 mil¬ 
lion people with 1,880 pounds of food, includ¬ 
ing the usual supplementary imports of sugar, 
coffee, etc., and 34 pounds of cotton and wool 
for apparel, and would leave 15 per cent of the 
total production available for exports. By 
the additional production required for a popu¬ 
lation of 155 million people would call for a 
production index of 117. These estimated post¬ 
war requirements were exceeded under the 
stimulus of war. (See Figure 27.) 


It has been suggested that in estimating av¬ 
erage requirements the changing importance 
of certain products in total production and 
consumption be taken into account. The trend 
in production reflects the clfcct of these 
changes. Consequently, future requirements 
and production, based on a projection of past 
trends, imply a continuation of the same kind 
of trends in composition and acreage require¬ 
ments that prevailed in the past. 1 hese same 
considerations apply to the projections that fol¬ 
low of labor requirements per acre and per 
unit of output. 

The suggestion of the Department of Agri¬ 
culture that an allowance of 10 per cent be 
made to provide for the best-adapted diet as 
well as for excess consumption among those 
in each of the three income groups consuming 
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Figure 28. Crop and Livestock Production Per Acre Harvested, 
1910-1944, With Estimated Trend to i960 


Source: Table 211 and text. 


more than average would raise the 93 points 
representing the domestic portion of the index 
of total farm production to 102. The index for 
1950 would thus be raised from 109 to 118, and 
by i960 population growth would cause a fur¬ 
ther rise in the index to 127. 

i. ACRES REQUIRED IN I95O AND i960 

The acreage needed to meet these produc¬ 
tion requirements will depend upon the pro¬ 
ductivity of the acres harvested and on the 
“efficiency" of the feed-consuming animals in 
producing meats and dairy and poultry prod¬ 
ucts. The long-time results of changes and im¬ 
provements in these factors arc illustrated in 
Figure 28. The measure of production per 
acre shown here is not the usual index of crop 
yields per acre. It was obtained by dividing the 
index of net production of crops and livestock 
by the index of acreage in harvested crops as 
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shown in Table 211. This gives a measure, 
not of crop yields per acre, but a composite 
measure of per acre productivity of both crops 
and livestock, including livestock products 
marketed and those consumed on farms where 
produced. The record reveals a marked in¬ 
crease in productivity after World War I and 
an even more striking gain after 1935. 

Acreage requirements may be projected on 
the basis of various assumptions as to the fu¬ 
ture course of productivity. Common practice 
would be to assume that the average yields of 
I 935 _, 939 or of 193&-1942 will prevail in 1950 
and i960. But a study of the record and of the 
technological reasons for the sharp increase in 
productivity during the past decade or so war¬ 
rants the assumption that the index of net pro¬ 
duction per acre in 1950 may be about 105 per 
cent of 1940 and in i960 about 115 per cent, 
compared with 113 per cent in 1942 and 108 
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Table 2x1 

Index Numbers op Acreace of Crops Har¬ 
vested, Agricultural Production, Pro¬ 
duction Per Harvested Acre, 1909-1944 
(1940-100) 


Production 


Year 

Acreage * 
Harvested 

Agricultural 

Production 

Per Har¬ 
vested Acre b 

1909 

94.4 

71.8 

76 

1910 

95-4 

71.8 

75 

1911 

97.2 

75-4 

78 

1912 

96.6 

77-3 

80 

1913 

97.8 

73.6 

75 

19*4 

98.X 

78.2 

80 

19*5 

100.0 

78.2 

78 

1916 

X00.3 

75-4 

75 

1917 

X02.7 

78.2 

76 

1918 

X06.3 

81.8 

77 

1919 

X06.6 

82.7 

78 

1920 

X05.4 

83.6 

79 

1921 

X05.4 

75-4 

72 

a a 

1922 

*03.9 

82.7 

80 

1923 

103.6 

85.4 

82 

1924 

X04.2 

89.1 

86 

a 

1925 

*<> 5-4 

88.2 

84 

Oar 

1926 

X05.1 

90.9 

00 

O « 

x 9 2 7 

105.X 

89.x 

85 

go 

1928 

*05.7 

92.7 

00 

1929 

106.9 

90.0 

84 

1930 

108.0 

89.x 

83 

o. 

1931 

106.9 

92.7 

87 

0 

* 93 * 

108.9 

87.3 

80 

OO 

*933 

99.4 

87.3 

88 

*934 

88.6 

84.5 

95 

*935 

100.6 

82.7 

82 

*936 

94-5 

854 

90 

*937 

102.x 

96.4 

94 

1938 

X02.1 

93.6 

9 2 

*939 

97-5 

96-4 

99 

1940 

100.0 

100.0 

100 

1941 

101.2 

102.3 

101 

1942 

102.4 

1*5.5 

* *3 

*943 

105.0 

108.9 

104 

*944 

106.7 

i* 5-3 

108 


Source: Agricultural Statistics. 194J. •94 J. Department of 
Agriculture. 

. »• 1919-1942 — 46 crop*; 1909-1 9 ‘® *7 crop . s . ad ' 

Mined to 46 crop* by adding 14 million acres annually. 

b. Thi* should not be confused with "crop production 
per acre," because it includes livestock marketed during a 
given year but fed in part from crops produced on the 
«rcage of previous years. This comment is particularly 
relevant to the year* I934~>936. 


per cent in 1944. The somewhat lower level as¬ 
sumed for 1950 is suggested by the long-time 
“cyclical” character of the productivity record. 
Poor crops tend to recur at some time during 
every decade and livestock numbers and pro¬ 
duction tend to reach a peak about every 15 
years. This pattern would suggest a flattening 
out of the productivity trend during the latter 
part of the 1940-1950 decade and another peak 
in per acre productivity about i960. 

With production requirements for 1950 pro¬ 
jected to 118 per cent of the 1940 level and 
production per acre at 105 per cent, the total 
of harvested acres required for that year would 
be approximately 12 per cent greater than the 
321 million acres harvested in 1940, or a total 
of 360 million. If productivity again swings 
upward in the »950*s, with production per acre 
at 115 per cent of 1940, we could meet our esti¬ 
mated i960 production requirements of 127 
per cent with 353 million acres, a smaller har¬ 
vested acreage than in 1950 and only 10 per 
cent more than the 1940 acreage. However, if 
production per acre fails to resume an up¬ 
ward trend after 1950, acreage requirements in 
i960 would be 21 per cent above those of 1940, 
requiring a total of about 390 million acres. 

It is safe to conclude, therefore, that in or¬ 
der to meet the requirements of our growing 
population, fully employed and consuming a 
best-adapted diet, and to export 15 per cent of 
our annual farm production, about 360 mil¬ 
lion harvested acres would be required in 1950 
and not over 390 million in i960. In view of 
our present and potential land resources for 
crop production and in view of the continued 
advances in agricultural sciences, these acreage 
and production goals can very readily be at¬ 
tained. 

2. Physical Requirements for Expanded 
Production* 

Will we have ample physical and mate¬ 
rial resources —land, buildings, machinery, 
power, livestock and fertilizer — with which 
to provide the postwar food, feed and fiber re¬ 
quirements for a high level of employment 
and economic activity? 
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a. LAND RESOURCES 

The effect of the greatly increased demand 
for food for domestic civilian consumption, 
for the armed forces and for our allies during 
the war was to convert the agricultural restric¬ 
tion programs of the 1930’s into expansion pro¬ 
grams. Under the war food program, 364 mil¬ 
lion acres were planted to crops. This is less 
than 7 per cent more than the 342 million acres 
planted in 1940, and 10 million acres less than 
the record plantings of 1932, before the AAA 
curtailment programs were adopted to reduce 
export surpluses. In that year, for various rea¬ 
sons, about 15 million of the acres planted 
were abandoned. In subsequent years, particu¬ 
larly in the record drought years 1934 and 
1936, about 50 million acres were abandoned. 
In 1944 only 12 million acres were abandoned 
and 352 million were harvested. This is about 
8 million acres below projected acreage re¬ 
quirements for 1950. It is only 38 million acres 
less than the projected maximum, and about 
equal to the projected minimum, require¬ 
ments for i960. 

Under the 1944-1945 food program, almost 
all of the whcatland and cornland kept out of 
cultivation in recent years due to a weak ex¬ 
port market and bclow-parity prices was re¬ 
turned to cultivation, while idle cottonland 
was planted largely to peanuts, soybeans and 
corn. The presence of a large stock of Ameri¬ 
can cotton, together with much higher yields 
per acre, makes it possible to keep cotton acre¬ 
age down to less than half of what it used to 
be before the AAA cotton programs were 
adopted in 1933. 

The fair certainty that the additional land 
required for the 1950 and i960 food programs 
will be available springs both from the long¬ 
time record of expansion in our land resources 
and from an appraisal of the potentialities for 
greatly increasing harvested cropland under a 
well-directed soil conservation program. 

Projection on the Basis of Past Trends 

On the basis of increases from decade to dec¬ 
ade shown by the census record from 1849 
to date, one might expect all land in farms. 


amounting to 1,061,000,000 acres in 1939, to 
reach 1,100,000,000 acres by 1950 and 1,130,000,- 
000 acres by i960. 4 (See Table 212.) During 
the period since 1880, around half of all land 
in farms has been available for crops. Actual 
cropland harvested expanded from 30 per cent 
of the total in 1869 to above 36 per cent in the 
i92o’s. If we assume that half of all land in 
farms will be available for crops and 36 per 
cent can be harvested, there would be about 
395 million acres of harvested crops in 1950 and 
close to 410 million acres in i960. These acre¬ 
ages are well in excess of the projected re¬ 
quirements of 360 million acres for 1950 and 
350-390 million acres for i960. (See Table 
218.) If the projection after 1930 (disregard¬ 
ing the submarginal acreage of 1940) were 
made on the basis of the smallest decennial in¬ 
crease from 1880 to 1930 —that is, the 10-mil- 
lion-acre increase between 1920 and 1930 — 
harvested crops would amount to 380 million 
acres for 1950 and 390 million acres for i960. 
This is fully adequate for projected require¬ 
ments. 

Potential Increase Through Soil Conservation 
and Better Land Utilization 

The approach of the soil conservation spe¬ 
cialists to the problem of getting maximum use 
and production from agricultural land results 
in substantially different estimates from the 
projections based on past trends. 6 Studies of 
the Soil Conservation Service indicate that the 
total of land in farms can be expanded to 
1.1 billion acres, or by another 40 million 
acres over 1939, through drainage and irriga¬ 
tion, breaking up cutover forestland, and leas¬ 
ing or selling state or private corporate land. 
Such an expansion docs not appear excessive 
in view of the Department of Agricultures 
estimate that farm acreage expanded at the 
rate of nearly 4 million acres per year between 

4 - On the basis of the fact that ever since 1850 the in¬ 
creases in land in farms have been larger in alternate cen¬ 
sus years, the estimate could be placed as high as 1,150.* 
000.000 acres for i960. 

5. Material for this section supplied by Dr. H. Bennett, 
Chief of Soil Conservation Service, Department of Agri¬ 


culture. 
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Table 212 

All Land in Farms, Land Available for Crops, and Cropland Harvested, 1849-1959 


Year 


All Land 
in Farms 


Land 
Available 
lor Crops * 


Cropland 

Harvested 


Percentage of All 
Land in Farms 


Available 


Harvested 


Acres Per Capua 
of Total Population 

In Farms Harvested 


(Millions of Acres ) 


1849 

1859 

1869 

1879 

1889 

1899 

1909 

1919 

1929 

*939 

Projections 

1949 

*959 


293 

407 

408 

1*3 

*63 

189 

122 

38.5 . 
40.1 

46.3 

30.0 

12.7 

13.0 

10.6 


536 

285 

166 

53 * 

31.0 

10.7 

3-3 

623 

358 

220 

57-4 

35-3 

9-9 

3-5 

839 

4*4 

283 

49-4 

33.8 

x 1.0 

3-7 

879 

956 

987 

I,06l 

478 

500 

522 

530 

3 * 1 

349 

359 

3^1 

54*4 

52.6 

5 2 -9 

50.0 

35-4 

36.5 

36.4 

30-3 

9.6 

9.0 

8.0 

8.x 

3-4 

3-3 

2.9 

2.4 

1,100 

1,* 3 ° 

550 

5 6 5 

395 

4 *o 

50 

5 ° 

36 

7 i 

7.6 

2.8 

2.8 


Source: 1849-1939 — Bureau of the Census. Agriculture I. 
Vol. Ill, 1940; 1949 and * 959 . projeciions. 


1939 and 1943 — from 1,061,000,000 acres to 
1,076,000,000. 

As for the proportion of 1939 total farm acre¬ 
age that can be made available for crops, soil 
conservation surveys indicate that the 1939 
total of 530 million acres is close to the maxi¬ 
mum. In fact, these surveys show that 40 mil¬ 
lion acres of land arc not suitable for cropping 
and should be retired to permanent grass or 
trees, and that another 40 million acres now 
classified as "plowablc pasture’’ arc not suit¬ 
able for cultivation and should also remain in 
grass. As an offset to these 80 million acres, 
however, about 45 million acres of woodland 
could be cleared for cultivation, and another 
40 million could be brought into use through 
irrigation, breaking up cutover forestland, and 
leasing or selling state or private corporate 
land. Furthermore, as the shift from farm 
work animals to mechanical power continues, 
additional acreage will become available for 
food production. The net result is that total 
acreage available for crops would be slightly 
larger than in 1939. 


a. 1850-1920 — improved land; 1930-1940 — * ao< J 

available for crops (harvested, failure, idle, fallow and 
plowablc pasture). 

However, acreage in cropland harvested 
321 million out of 530 million acres available 
for crops in 1939 —could be greatly increased 
through a program of improved land use, in¬ 
cluding sound soil and water conservation 
practices. We could expand our harvested 
cropland by 134 million acres or more if the 
following desirable objectives were immedi¬ 
ately adopted and vigorously pursued: 

x. Putting some idle and fallow farmland 
into use (40 million acres or more) 

2. Reducing crop failures to a minimum 
through adoption of soil and water con¬ 
servation practices and other methods of 
good land use (14 million acres) 

3. Utilizing plowablc farm pasture for crop¬ 
land (40 million acres or more) 

4. Draining and irrigating suitable land not 
now in farms (20 million acres) 

5. Breaking up cutover upland forest areas 
not in farms (10 million acres) 

6. Leasing and selling to farmers western 
land owned hv states or private corpora¬ 
tions (10 million acres) 
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These measures would provide the country 
with a total of almost 460 million acres for 
harvesting crops, compared with 321 million 
reported in the 1940 Census and 347 million 
harvested in 1943. E vcn without increased 
yields per acre, it would thus be possible to ex¬ 
pand production by approximately 40 per cent 
above 1943 levels. However, if lands were used 
according to their capacity under this rounded 
land program, and if there were good soil 
management, erosion-control and conserva¬ 
tion practices, it is estimated that yields per 
acre would also increase, perhaps enough for a 
50 per cent gain in production. 

b. PRODUCTIVITY PER ACRE 

Part of the increased production required 
for the i95o’s can be expected to come from 
continued improvements in yields per acre. 
Since 1936 there has been a phenomenal rise in 
yields of the most important crops and fruits. 
Favorable weather has played its part, but 
hybrid seed and improved soil practices car¬ 
ried out under the AAA programs, the retire¬ 
ment of poor land, and many technological 
improvements in plant breeding, planting, cul¬ 
tivating and harvesting have contributed 
greatly. Hundreds of thousands of additional 
farmers under the agricultural adjustment 
programs of the late 1930's were taught'soil 
conservation methods, were paid and other¬ 
wise encouraged to use lime and fertilizer to 
make their land more productive, and learned 
how to breed better plants and how to breed 
and feed livestock for greater productivity. All 
of this progress is likely to perpetuate a sub¬ 
stantial part of the recent phenomenal rise in 
yields per acre and improvement in feeding 
efficiency into the 1950’s. 

Corn Yields 

One of the most striking cases of increased 
yields per acre, anti perhaps the most imjK>r- 
tant, is the advance in the yield of corn, associ¬ 
ated in recent years with the adoption of hy¬ 
brid corn in place of open-pollinated varieties. 
The importance of this development lies in the 


fact that corn represents around 100 million 
acres, or about 30 per cent of the total of har¬ 
vested crops. For the entire 60-ycar period from 
1879 to 1939, the yield per acre from decade to 
decade averaged between 25.9 bushels and 27.3 
bushels. The dry 1930's, particularly the record 
droughts of 1934 and 1936, lowered the aver¬ 
age level for the decade to 23.5 bushels. As the 
use of hybrid seed spread throughout the corn 
belt, however, and as other improved farming 
practices became more general (together with 
good weather), per acre yields went to a rec¬ 
ord of 31 bushels in 1941, and rose further to 

35.2 bushels in 1942 and 33.2 bushels in 1944. 
The 1942 yield was above the 1920-1929 aver¬ 
age by about 9 bushels, or 30 per cent. 

This trend is likely to continue. The Depart¬ 
ment of Agriculture in Technology on the 
Farm (published in 1940) indicates that 80 to 
85 per cent of the corn acreage in the corn belt, 
where more than half the crop is produced, 
will probably be planted to hybrids — perhaps 
before 1950. Extensive distribution of hybrids 
is going forward in the South as well. Inas¬ 
much as hybrids characteristically yield 15 to 
30 per cent more per acre than open-pollinated 
varieties, the Department estimates that adop¬ 
tion of hybrids for 80 per cent of corn acreage 
of the corn belt and for 40 per cent in other 
states would result in a 10 per cent greater corn 
crop. This estimate appears conservative, for 
recent records of corn yields suggest that more 
than this increase in productivity has already 
taken place. 

Feed Grains 

Among the other feed grains, 1942 yields 
were also at record levels: sorghum 25 per cent 
above the 1920-1929 average; oats 20 per cent 
above; and barley 10 per cent. Wheat yields 
for many years have fluctuated around 13 to 
14 bushels per acre. They reached a peak of 

16.3 bushels in 1031, but the improvement fol¬ 
lowing the 1936 drought brought wheat yields 
to nearly 20 bushels per acre, or about 40 per 
cent above the 1920-1929 average. Rye and flax 
yields have gained about 20 per cent, and tame 
hay and potatoes about 25 per cent. 
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Figure 29. Crop Yields Per Acre, 1919-1944 


Source: Tabic 213. 


Cotton 

Experience in cotton yields per acre dupli¬ 
cates that of corn. In all the decades from 1S70 
to 1930, the 1 o-ycar average yield per acre of 
cotton ranged between 162 and 192 pounds, 
with the record annual yield in that long pe- 
riod at about 220 pounds. But this record has 
been exceeded in every season since 1936. It 
reached a new peak of 270 pounds in 19 37 * 
ranged from 232 to 252 pounds in 1938-194 1 
and made a new high of 275 pounds in i 94 2 - 
These recent record yields, which may be at¬ 


tributed in large part 10 use of fertilizer, aban¬ 
donment of low-yielding lands, soil conserva¬ 
tion practices and use of higher-yielding seeds, 
have apparently established a new "normal 
nearly twice that of the 1920 s. 

Taking other crops into account and using 
the 10-year period of I 9 2 3 _l 93 2 ns a basc for 
comparisons, yields per acre of 28 crops were 
14 to 22 per cent greater in the 193S-1941 pe¬ 
riod and 36 per cent higher in 1942. as shown 
in Figure 29 and 'Fable 213. Only a part of 
these increases was lost in 1943 and 1944. 
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greater losses could occur in other years of less 


Table 213 


Index Numbers of Crop Yields Per Acre, 
* 9 * 9 -I 944 
(1923-1932 ■= 100) 


Year 

io Fruits 

28 Crops 

1919 

90.8 

99.O 

1920 

106.3 

108.8 

1921 

67.7 

92-4 

1922 

106.3 

99-7 

! 9 2 3 

106.3 

99-4 

I924 

91.O 

98.3 

I925 

92.4 

IOO.I 

1926 

116.8 

102.7 

I927 

83.2 

101.7 

I928 

II 3 .I 

104.3 

1929 

83.2 

97.8 

1930 

108.I 

92.9 

I 93 I 

III .3 

102.9 

1932 

94 * 

99-7 

*933 

90.4 

94-3 

*934 

95.0 

81.1 

*935 

106.4 

101.2 

*936 

93.6 

87.6 

*937 

126.9 

118.x 

*938 

120.7 

113.9 

*939 

128.8 

114.8 

*940 

124.8 

120.1 

* 94 * 

*36.7 

121.6 

*942 

* 39-5 

136.2 

*943 

*30.7 

124.1 

*944 

146.9 

*32.7 


Source: Crops and Markets. Depjriment of Agriculture. 
December 1941. P- 274. and January 1944. p. 3. 


Fruit 

’ Fruit crops, as well as feed grains, vege¬ 
tables and cotton crops, have shown a remark¬ 
able rise in yields since 1936. Ten important 
fruits had average yields per acre 21 to 29 per 
cent higher during 1937-1940 than their 1923- 
1932 average, and in 1942 they exceeded that 
average by almost 40 per cent. This is a slightly 
greater improvement than occurred in the 28 
crops. In 1943 the reduction in the average 
yield was slightly less than for the other crops, 
and by 1944 it had increased to 47 per cent 
above the 1923-1932 average. 

While some part of these recent advances in 
productivity per acre was lost in 1943, and 


favorable growing seasons, there is reason to 
expect that a large part of the improvement in 
the yield of corn, wheat, oats, cotton, potatoes, 
tobacco and other crops will continue, and 
that yields per acre in i960 could easily equal 
or exceed the 1940-1942 records. 

Livestock 

The marked increase in crop productivity 
per acre in the last decade or so was preceded 
during the 1920*5 by improvement in produc¬ 
tion of livestock and livestock products per 
unit of feed consumed and per animal unit. 
Production of livestock and livestock products 
per ton of feed crops consumed has probably 
increased by about 10 per cent between the 
decade of the 1920s and that of the 1930*$.The 
output of milk per dairy cow, for example, has 
been slowly rising over the long term. It 
reached a peak of 4,579 pounds in 1929 and, 
after a decline in the 1930’s, reached a new 
peak of 4,765 in 1942 —an increase of 186 
pounds, or 4 per cent. With about the same 
number of basic livestock on farms in 1940 as 
in 1920, the production of livestock and live¬ 
stock products was 33 per cent greater. 

Technological Developments 

The technological developments that have 
already taken place, and probable future 
changes, support the conclusion that net pro¬ 
duction per harvested acre will continue an 
upward trend as projected to i960 in Figure 
28. Among the developments that can be ex¬ 
pected to bring increased productivity, now 
being fostered by the Department of Agricul¬ 
ture and the Extension Service more actively 
than ever before, are: (1) further increase in 
the adoption and farm use of tractors; (2) a 
further increase in the productive efficiency of 
livestock: (3) further increases in the adop¬ 
tion of hybrid corn and wider adoption of 
high-yielding hays; (4) further progress in the 
adoption of new disease-resistant varieties of 
plants, particularly in wheat and oats; and (5) 
continued progress in cultural and soil-engi¬ 
neering practices. 
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The most important way of increasing per 
acre productivity, according to the Soil Con¬ 
servation Service, will be through extension 
of modern soil-engineering practices and 
through the better use of land by such means 
as soil conservation measures to hold the soil 
in the field and on the ranges and to conserve 
the rainfall. Wherever conservation practices 
have been applied, per acre yields have gen¬ 
erally increased. One of the most promising 
possibilities in this country is the potential pro¬ 
ductivity of the 30 million acres of generally 
good land, now included in soil drainage dis¬ 
tricts, that arc not producing to capacity, or at 
all, because of poor drainage resulting from the 
fact that ditches have silted up or have been 
obstructed with vegetation. 

C. FERTILIZER 

Fertilizer consumption will undoubtedly 
continue to expand and help to sustain and 
improve yields per acre of such crops as cotton, 
tobacco, wheat and potatoes. Between 1880 and 
1926, the tonnage of all commercial fertilizers 
(excluding limestone) consumed in the 
United States increased tenfold —from 753,- 
000 tons to 7.5 million tons. In 1930, total con¬ 
sumption reached 8.4 million tons. Following 
curtailment during the 1930*$, consumption 
again rose to 8.4 million tons in 1941. Ferti¬ 
lizers now in use contain a larger proportion 
of plant food, and farmers have learned how 
to apply them more effectively than in the past. 

In spite of the loss of part of our fertilizer 
imports, domestic production expanded to 
meet increased war needs. If the long-term up¬ 
ward trend in fertilizer use is resumed, we 
would be consuming about 9.5 million tons in 
* 95 ° and about 10 million tons in i960, an in¬ 
crease approximating the possible expansion 
in harvested crop acreage. 

d. FARM MACHINERY AND WORK STOCK 

Farmers emerged from the depression of the 
x 93 °’s with adequate financial capacity to re¬ 
sume the trend toward mechanization. '1 he 
War prosperity of 1918-1919 had previously 
made possible greatly increased purchases of 


farm machinery. Another wave of mechaniza¬ 
tion occurred in the 1920’s, with a peak in 
1929. A third peak was reached in 1937 and a 
later peak was achieved during 1940-1942. Just 
as the purchases of 192&-1929 enabled farmers 
to maintain their acreage and total production 
during the depression of the 1930‘s, in spite of 
a great falling off in purchases after 1929, so 
the record purchases of 1941-1942 made it pos¬ 
sible for farmers to expand their war produc¬ 
tion greatly, even though farm machinery pro¬ 
duction was reduced in 1943 at least 40 per 
cent below the 1940 volume. Steel allocations 
to the farm machinery industry in 1944 and 
1945 permitted production closer to the 1940 
level. 

There need be little concern over the avail¬ 
ability of industrial resources for further 
mechanization now and into the 1950's. Our 
iron and steel capacity is much greater than 
ever before and there should be no difficulty in 
providing the 3 to 4 per cent of total iron and 
steel output required for farm machinery and 
other farm supplies and equipment. 

The mechanization trend, in full swing in 
1940, may be expected to be resumed with 
vigor as an aid toward greater productivity 
and as a substitute for farm labor. A few ex¬ 
amples of selected items of farm machinery 
and the record of expansion in farm purchases 
of tractors will indicate the momentum of the 
trend and its possibilities. At the peak of the 
cycle of purchases of farm machinery in the 
1920's, 123,000 tractor moldboard plows were 
produced. At the 1937 peak, the number pro¬ 
duced went to 149.000, and in 194' ,0 i^ 000 - 
For these same years, the output of corn pick¬ 
ers was 12,000, 16.700 and 16.000. respectively; 
of combines (harvester-threshers) 37.000, 4S,- 
000 and 54,000, respectively: and of tractor 
cultivators 56,000, 127.000 and 145.000, respec¬ 
tively. 

The most important item in agricultural 
mechanization has been the tractor. Recent im¬ 
provements, extending its use to additional 
tasks and small-size farms, will continue to re¬ 
duce the need for horses and to release farm 
labor. At the beginning of i 9 - 4 v 'here were 
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• Table 214 

Number op Tractors, Horses and Mules Two Years Old and Over, and 
Equivalent Work-Animal Units on Farms, 1910-1943 


Total Equivalent 

Equivalent Wor\-Animol 

Wor^-Ani- Units Per 100 Acres 

mal Units* Harvested Cropland 


Year 


Tractors on 
Farms / an . 1 


Horses and 
Mules 2 Years 
Old and Over 
on Farms Jan. t 


1910 

X 9 X 5 

1920 

1930 

x 935 

1940 

! 9 4 2 

* 943 b 



(In Thousands) 


I 

x 9 > 4 2 9 

x 9>434 

25 

21,866 

2 *, 99 x 

246 

22,386 

23,616 

920 

x 7 » 9 8x 

22,581 

1,048 

x 5.473 

20,713 

x »545 

13.005 

20,730 

1,836 

* 2 » 4 XX 

* x . 59 x 

1,900 

12,270 

21,770 


( Number ) 

5-9 

6.4 

6.6 

6.1 

6.0 

6.0 

6.1 

6.1 


Source: Agricultural Situation. Department of Agriculture. May 1943 - 

a. One tractor was considered equivalent to five work animals. _. 

b. Preliminary. Harvested acres based on anticipated 1943 plantings and normal abandonment. 


1.9 million tractors on farms, compared with 
less than a million in 1930, about a quarter of a 
million in 1920 and practically none in 1910. . 

When a quarter of a million tractors ap¬ 
peared on farms —about 1920 —the number 
of horses began to decline. Between 1920 and 
1930, the number of horses on farms was re¬ 
duced from 22 to 18 million, and by 1943 to 12 
million. The Department of Agriculture esti¬ 
mates that one tractor is equivalent to five 
work animals and that the decrease in the 
number of horses and mules has been ofTsct by 
the increased number of farm tractors. In 1910 
we had 19.4 million horses and mules, or 5.9 
work animals per 100 harvested acres. By 1940 
the number of tractors on farms had increased 
to 1.5 million and the number of horses had 
declined to 13 million. “Equivalent work ani¬ 
mals” (horses combined with five times the 
number of tractors) for that year averaged six 
units per 100 acres. For 1943, smallest num¬ 
ber of horses—12.3 million — reached since 
the decline began in 1920, combined with 1.9 
million tractors, represented 6.1 work-animal 
units per 100 acres of harvested cropland. (See 
Table 214.) 

11 programs for mechanizing agriculture in 


areas of low productivity arc sponsored by a 
United Nations agricultural development au¬ 
thority, there will be a greatly expanded for¬ 
eign market for farm machinery and tractors. 
This would make it possible to produce new- 
model tractors to sell at considerably lower 
prices, thus opening up a wider market among 
our own smaller farming units. We may confi¬ 
dently look forward, therefore, to a further ad¬ 
vance in mechanization and to a larger num¬ 
ber of farm tractors, cotton pickers and many 
other farm laborsaving devices. 

e. livestock resources 

The basic herds of dairy and beef cattle and 
the hogs, sheep and poultry on farms are — 
like the work stock — part of the physical re¬ 
sources required for expanded food produc¬ 
tion. War requirements expanded these re¬ 
sources. In fact, hog production increased so 
much that, in spite of record-breaking feed 
supplies, the production and feeding of hogs 
had to be reduced in order to assure an ample 
supply of feed grains for 1944 and 1945. Wheat 
stocks were also drawn upon for feed. The 
huge wheat crop in 1944 and 1945 was large in 
terms of prewar normal carry-over require- 


616 



AGRICULTURAL CAPACITY 


ments but small in relation to recent large sur¬ 
pluses and in relation to the food requirements 
of Europe and other liberated areas. Looking 
beyond near-term requirements, however, the 
long-term trend in livestock numbers points to 
adequate basic stock for the dairy, poultry and 
meat consumption required in the average 
diets of 1950 and i960. 

If we consider all livestock on farms in their 
feed-consuming capacities, we find that at the 
peak about 1890 there were about 100 million 
animal units on farms; at the next peak in 
1905 the number reached 116 million. The 
World War I peak in 1919 amounted to 142 
million. The subsequent increase in livestock 
numbers was less pronounced, in view of the 
decline in horses on farms — but after another 
interval of about 15 years, it reached 144 mil¬ 
lion in 1934. 

The sharp expansion in hog numbers 
brought the total on farms to 84 million by 
January 1944. Part of this increase was liqui¬ 
dated during 1945, but for our long-term pro¬ 
jections we may assume that livestock re¬ 
sources in 1950 will be greater than at the pre¬ 
vious peak in 1934, and probably fully as great 
in i960. 

The composition of our basic "livestock 
population” for the production of market live¬ 
stock and livestock products has been chang¬ 
ing in the direction of increased production of 
dairy and poultry products. Work stock, we 
have noted, rose to a peak before 1920 and de¬ 
clined almost 50 per cent after that, with the 
advent of the tractor. However, trends in cat¬ 
tle, sheep, hogs and poultry arc quite different; 
generally they arc in the direction of yielding a 
greater per capita consumption of protective 
foods. 

The number of cattle other than milk cows 
has tended to run in long-term cycles, reaching 
successively greater peaks about every 15 years. 
Since this expansion has been slower than the 
growth in population, the per capita number 
of these cattle has declined. At the peak of the 
cycle in 1904, there were on farms 49 million 
cattle other than milk cows. At the peak in 
X 9 X 8 , there were 52 million. At the 1934 peak, 


terminated by the record drought of that year, 
the number was 47 million. Following the rec¬ 
ord of the past, the cycle that began after 1938 
would normally have reached a peak in the 
middle i940*s, in which case the peak of the 
following cycle would then be reached around 
i960. In view of the declining proportion of 
one- and two-year-olds in the beef cattle popu¬ 
lation, it may be expected that numbers on 
farms and beef production will continue to de¬ 
cline on a per capita basis as beef continues to 
be displaced in the national diet by other 
sources of protein and fat. 

Dairy Cattle 

Dairy cattle numbers have continued to ex¬ 
pand in recent years at the long-term, firmly 
established rate of increase. That rate has been 
about 2 million per decade, producing a record 
number of 23 million on January 1, 1930. In 
line with this rate of expansion, the number 
on farms 10 years later reached 25.4 million. As 
a result of the greatly expanded wartime de¬ 
mand, and with emphasis placed on dairy 
products as protective foods for an improved 
national diet, it is quite certain that this long¬ 
time rate of expansion will continue, and it 
could easily be exceeded. The basis for con¬ 
tinued expansion is clearly seen in the increas¬ 
ing proportion of one- and two-year-olds in the 
milk cow population. By 1950 the number of 
milk cows should be close to 2S million, and by 
i960 it should reach at least 30 million. This 
would represent an increase between 1940 and 
i960 of nearly 20 per cent, and would in itself 
he sufficient to provide for continued expan¬ 
sion in the per capita consumption of dairy 
products, even if the upward trend in milk 
production per cow fails to continue. 

Poultry 

Output of poultry products, hkc dairy pro¬ 
duction, is also expanding as national nutri¬ 
tional needs rise. The volume of chickens pro¬ 
duced increased from 2,064.000,000 pounds in 
1910 to 2,645,000.000 pounds in 1050, and it has 
fluctuated around this level since then. I he 
number of hens and pullets on farms expanded 
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from 319 million in 1910 10 351 million in 1919 
and to 420 million in 1930. The number for 
1940 fell short of the 1930 inventory, but by 
1943 it had risen to 536 million. Egg produc¬ 
tion per laying hen also increased noticeably 
during the 1920'$ and continued to increase 
during the 1930's, so that during 1938-1940 
production per layer was 11 per cent greater 
than in 1930, compared with a 6 per cent in¬ 
crease between 1920 and 1930. The 1930-1940 
increase in productivity per layer was suffi¬ 
cient to offset the reduction in numbers. 

With numbers maintained and expanded, 
and with continued improvement in egg pro¬ 
duction per layer, the per capita production 
and consumption of poultry products should 
readily meet the national nutritional require¬ 
ments in 1950 and i960. 

f. BUILDINGS 

There is little direct information about the 
present condition of farm buildings. Such evi¬ 
dence as exists in the form of estimates of ex¬ 
penditures and prices made by the Depart¬ 
ment of Agriculture points to considerable 
construction activity in 1939-1941, following a 
very low volume of construction during the 
depression of the 1930’s. The 1941 expenditure 
for service buildings — all farm buildings ex¬ 
cept operators' dwellings, fences, windmills 
and wells — was greater than in any previous 
year, except 1918-1920, and, allowing for the 
decline in construction costs, annual cx|>cndi- 
turcs for 1939-1941 were above those of any 
year in the 1920's. During that decade, ex¬ 
penditures for service buildings amounted to 
5 to 7 per cent of the inventory value of all 
service buildings on farms, but in 1939-1941 
they were the equivalent of 8 to 9 per cent of 
inventory value. This seems to indicate that 
farm building has exceeded mere replacement 
needs and docs not present a problem in sus¬ 
taining postwar agricultural productivity. 

In the case of farm buildings, as with farm 
machinery, the relatively large expenditures 
by farmers during the late 1920’s made pos¬ 
sible the maintenance of farm production 
throughout the logo's, when expenditures for 


buildings were cut sharply —from $348 mil¬ 
lion in 1929 to S71 million in 1932. The sharp 
increase in outlays during 1939-1941, together 
with substantial outlays in subsequent war 
years, despite the general curtailment in con¬ 
struction, have undoubtedly again put farm 
buildings in better condition to contribute to 
the maintenance of the present large volume 
of farm production. 

For 1950-1960 there need be no concern over 
adequate farm buildings. If farmers have am¬ 
ple income, as they arc bound to have under 
the assumed condition of a high level of eco¬ 
nomic activity, and if lumber and other build¬ 
ing materials are ample, as there is every rea¬ 
son to expect, farmers will correct any serious 
deficiencies in farm building due to under- 
maintenance and, in addition, will build and 
modernize to maintain the productivity of 
their farms. 

g. RURAL ELECTRIFICATION 

Continued extension of rural electrification 
will also sustain and expand agricultural pro¬ 
ductivity. Throughout the entire country, only 
178,000 farms had electric power in 1923; in 
1941, 2,352.000, or nearly 40 per cent of all 
farms, had electric power. Of the 250 ways in 
which electricity is used on farms, it is esti¬ 
mated that 40 to 50 per cent of farm electric 
power is used for irrigation, 30 per cent for 
household appliances and 20 to 30 per cent 
mainly for lighting barns and operating small 
equipment, such as pumps and milking ma¬ 
chines. 

This expansion has gone hand in hand with 
lower average costs per kilowatt-hour and in¬ 
creased use per farm, particularly in the east¬ 
ern half of the country. Less than 400.000 
farms cast of the one hundredth meridian 
were electrified in 1929. They used 672 kilo¬ 
watt-hours of energy per farm, at an average 
cost of 7.5 cents per hour. By 1941, however, 
the rate was down to 4.2 cents, and over 1.8 
million eastern farms were electrified, using 
1,221 kilowatt-hours per farm. At the rate of 
expansion of the last few years, nearly all of 
these farms will have electricity by 1950. 
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Human Resources for Expanded 
Agricultural Capacity 


The war has demonstrated that the produc¬ 
tivity of human, as well as of physical, re¬ 
sources can be greatly increased. The normal 
working population in agriculture was re¬ 
duced by die draft and by the competition of 
more attractive pay in war industries. But this 
loss was offset by the employment of more 
women, children and older men, and by the 
lengthening of hours of work. The result was 
that a total agricultural working force only 83 
per cent as large as in 1940 harvested about 31 
million acres, or 10 per cent more, in 1944 than 
in 1939, and it produced about 20 per cent 
more crops and livestock products. Most of this 
increase was achieved by those farms about 
half the total number —that normally pro¬ 
duce about 90 per cent of the total production 
for market. 

In appraising the human resources required 
for farm production in the 1950*$, it is impor¬ 
tant to remember that only part of the war¬ 
time increase in productivity per worker may 
be attributed to longer hours. Consequently, a 
return to peacetime production by 1950 will 
reveal a net gain in productivity. The return 
of farm labor from industrial areas and the 
armed services has released women and older 
men who were drawn into war production 
and thus permitted a return to, and even a re¬ 
duction of, the prewar hours of labor on farms. 
Will the increased production required for the 
1950 decade be possible with a total labor force 
that may not be any greater than in i«) 4 °* a,H * 
perhaps may be somewhat smaller? With the 
fair certainty of further progress in mechaniza¬ 
tion, is there reason to expect a continued rise 
in the number of acres handled per agricul¬ 
tural worker and in the volume of production 
per worker? 

So far as our land resources are concerned, 
it has been pointed out that comprehensive 
and adequate soil conservation and land de¬ 
velopment programs could increase national 
production by 50 per cent, or far beyond our 
projected future requirements. Similarly, the 
more than 2 million bona fide farms now op¬ 


erating on an unproductive, self-subsistence 
basis could be helped by adequate programs of 
education and financial aid in farm manage¬ 
ment and by a shifting to more productive 
land. These aids could further increase the pro¬ 
ductivity per agricultural worker and make- 
possible a continuation of the decline in the 
total agricultural working population that 
started in the i9=o*s and became more pro¬ 
nounced by 1940. 

It is conceivable that, from the standpoint ot 
national policy, we may have to make the 
choice of maintaining the working population 
in agriculture at the 1940 level of about 9 mil¬ 
lion, and produce a great deal more than our 
projected requirements for export, or releas¬ 
ing another million or more agricultural work¬ 
ers to other industries and services. 


a. IMPACT OF WAR ON LABOR SUPPLY 

In April 1940. working force in agricul¬ 
ture amounted to 9 million. According to esti¬ 
mates of the Bureau of the Census, this tola 
was reduced to 8.4 million by April 1942 and 
to 7.5 million by April i<) 4 -k This feline was 
due to the absorption of farm workers into the 
armed services and into industrial activities. 
Farm family labor and 10 to 20 per cent longer 
working hours in the summer months of the 
war years partly made up for the loss of hired 
labor. In addition, many male workers draw n 
from farms were replaced by women, youths 

and older men. . . 

This shift in the composition ot the tarm 1- 
bor force was only temporary, and some ot the 
reduction in the total was restored with the 
closing of war plants and the return ot men 
and women from the armed services. Fo low¬ 
ing this readjustment, the si/e ot farm hbor 
supply for the 1950^ may be expected to fall in 
line with the long-time trend in the agricul¬ 
tural-industrial balance. 

b. DECLINE IN AGRICULTURAL I.\BOR FORCE 

The long-time changing balance between 
agricultural and industrial employment has 
been remarkably tegular and persistent, as can 
be seen in Table 215. The maximum num- 
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Table 215 

Labor Force in Agricultural and Non agricultural Pursuits, 1820-1940 
(Number of Persons in Thousands) 


Year 

All 

Occupations 

Agricultural Pursuits 

Non agricultural Pursuits 

Number 

PerCent 

Number 

Per Cent 

1820 

2,881 

2,069 

71.8 

8l2 

28.2 

1830 

3 . 93 * 

2,772 

7O.5 

*,*59 

29.5 

1840 

5 » 4*0 

3.720 

68.6 

*,700 

3**4 

1850 

7»697 

4,902 

63.7 

2,795 

36.3 

i860 

*o .533 

6,208 

58.9 

4.325 

4I.I 

1870 

12,925 

6,850 

53.O 

6,075 

47.O 

1880 

* 7.392 

8,585 

49-4 

8,807 

50.6 

1890 

23,3*8 

9.938 

42.6 

13,380 

57-4 

I900 

29,073 

10,912 

37-5 

18,161 

62.5 

I91O 

37 . 37 * 

**,592 

31.0 

25,779 

69.0 

1920 

42,433 

*M 49 

27.0 

30,985 

73.0 

1930 

48,830 

*0,472 

21.4 

38,358 

78.6 

1940 * 

52,020 

9.004 

* 7-3 

43.016 

82.7 


Source: Bureau of the Census, Special Reports. 1940, Series P-14, No. 13. 

a. Experiences! labor force only, and hence total smaller than total labor force as given in Chap¬ 
ters 2 ami 22; also smaller than figures at beginning of this chapter, because of elimination of 
double counting of workers employed partly in agriculture and partly in other occupations. 


ber engaged in agricultural pursuits was 
reached in 1910, with a total of nearly 11.6 mil¬ 
lion, exclusive of summer seasonal labor. By 
1920 there was a reduction of 140,000; by 1950 
another reduction of nearly a million; and by 
19-1° a further reduction of nearly 1.5 million. 
While the total number engaged in agricul¬ 
tural pursuits declined from 11.6 million in 
1910 to 9 million in 1940, the total of all experi¬ 
enced workers in all industries expanded from 
37.4 million to 52 million. Those engaged in 
agriculture in 1940 constituted only 17.3 per 
cent of the nation's working force, as com¬ 
pared with 31 per cent in 1910, 37.5 per cent in 
1900, 5} per cent in 1S70 and 71.S per cent in 
1820. This rate of decline in the projxsrtion of 
the working population in agriculture has av¬ 
eraged roughly halt a percentage point per 
year. 

In view of this long-term decline in the rela¬ 
tive importance of agricultural pursuits, and 
with the national labor force for 1950 and i960 
estimated at 60 and 63.4 million, resjxrctivcly, 
what is the size of the agricultural labor force 


likely to be? We have a choice of several as¬ 
sumptions. If the long-term decline in the agri¬ 
cultural proportion of the total working force 
continues at the average rate of decline charac¬ 
teristic of the past 80 years (5.2 points per dec¬ 
ade), we would have only about 12 per cent of 
the working population engaged in agricul¬ 
ture in 1950, and only about 7 per cent in i960, 
compared with over 17 per cent in 1940. This 
proportion would be about as small in i960 as 
that in the United Kingdom in recent dec¬ 
ades. On this assumption, the total number of 
agricultural workers would be less than 4.5 
million in i960. A reduction to such a low fig¬ 
ure, which would mean cutting the total num¬ 
ber of farm operators and of hired and family 
labor to less than half the present number, is 
highly improbable, though not necessarily im¬ 
possible. As will be shown presently, the in¬ 
creases in the size of farms, in the number of 
acres per worker and in productivity per 
worker, which would be required to compen¬ 
sate for such a deduction, are greater than past 
experience would suggest as probable. 
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Table 216 


Percentage of Labor Force in Acriculture, 
1860-1940 



Per¬ 


Change in Decades of: 

Year 

centage in 
Agriculture 

Change 

* 

E 

ll 

Depression 

i860 

58.9 




1870 

53-o 

-5-9 

-5-9 

-3.6 

1880 

49.4 

-3.6 


1890 

42.6 

-6.8 

-6.8 

-5* 

1900 

37-5 

-5- 1 

-6.5 

1910 

3*o 

-6.5 


192O 

x 93° 

27.0 

21.4 

-4.0 

-5.6 

-5.6 

-4.1 

1940 

*7-3 

-4.1 

-6.2 

Average 

-5* 

-4-3 


Source: Table 215. 


The proportion of the national working 
force engaged in agriculture may also be pro¬ 
jected on the basis of shifts that have taken 
place in previous decades of relatively full em¬ 
ployment, such as we arc assuming for 1950 
and i960. On this basis, we also get results that 
seem improbable, though not impossible. An 
examination of the decennial shifts (shown in 
Table 216) reveals that in the decades of in¬ 
dustrial prosperity ending in 1870, 1890, 1910 
and 1930, the percentage in agricultural pur¬ 
suits fell relatively more (an average decline 
of 6.2 points) than in the decades of industrial 
depression ending in 1880, 1900 and 1940 (an 
average decline of 4.3 points). During the dec- 
adc ending in 1920 and embracing World 
War I, the decline was also only 4 percentage 
points. This probably reflects the greater cfleet 
of the demand for farm labor during World 
War 1 than in the previous decade. On the 
basis of this experience, we might assume a re¬ 
duction of 4 percentage points during the war 
decade ending in 1950, and another reduction 
of 6 points during the decade of relatively full 
employment ending in i960. This would mean 
7*4 per cent of the total working force engaged 
in agriculture in i960, as compared with over 
17 per cent in 1940. Obviously this kind of 
arithmetical projection would soon bring agri¬ 
cultural labor down to the vanishing point. 
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Figure 30. Per Cent of Labor Force in 
Acriculture and Production and 
Acreace Per Worker, 1870-1960 
Source/: Tables 215. 2 ' 7 - 2 18. an,l text. 

A third projection might, however, be made 
on the basis of the recent rate of decline in the 
agricultural proportion (as shown in Figure 
30). Between 19-0 and 1940. the r.itio de¬ 
clined from 27 to 17.4. or at a rate of about a 
third in 20 years. At this rate of decline the 
agricultural proportion in 1050 would be 
about 14 per cent and by n/*u it would be about 
11.5 per cent of the labor force instead ot the 
7 per cent indicated by the other assumptions. 
In this case, the total number engaged in agri¬ 
culture would be S -4 million in 195« 3,ul " > 
million in i960. Such a reduction appears rea¬ 
sonable, in view of the probability that pro¬ 
ductivity per worker will continue to expand 
at least in line with its long-term tendency. 
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Table 217 

Indexes of Net Agricultural Production Per 
Worker, 1909-1944* 

(1940 «= 100) 


Sourer: Bureau of Agrieulcural Economic*. 

a. Tlie National Bureau of Economic Research ha* pre- 
pared an m.hrx of production per worker for the ccn»u* 
*r W,lh . ,87 °- When link «' lo «»* BAE in- 
\o a, . \ 7 °' ,88 °- ,S9 °' ,9 °° ^ *9*o are 

H H Limlleri nd c 3 ’ reipcc ; ,Vdy ; (ScC H * Bjr ^ r 
. “ n ‘J*bcrg, American Agriculture, k*,. 

«.ona| Bureau of Economic Research. New 


trend in productivity. On the basis of Depart¬ 
ment of Agriculture indexes, production per 
worker rose from 63 in 1910 to 85 in 1930, and 
to 100 by 1940. This long-time trend suggested 
a probable “normal” figure of not over 103 for 
1942, but the actual output per worker reached 
a record of 117 and it rose further to 129 by 
1944. These wartime records, which accom¬ 
panied the largest output of crops in history, 
arc so far in excess of the long-time trend that 
some recession is likely. If productivity fol¬ 
lowed the long-time trend, it would in 1950 be 
about 120 per cent and in i960 about 140 per 
cent of the 1940 level. 

With such increases in productivity, the pro¬ 
jected production for 1950 and i960 (at 118 
and 127 per cent, respectively, of 1940) would 
require an agricultural labor force of about 8.8 
million workers in 1950 and about 8 million in 
i960. The wartime increases suggest a possible 
acceleration of the long-time trend, which 
would still further reduce labor requirements. 

Such an agricultural working force for 1950 
and i960 would call for a further increase in 
acreage per worker. This increase, however, 
would not be out of line with long-time trends 
in acres harvested per agricultural worker or 
with the expanding size of the average farm 
enterprise. 


c. productivity per agricultural worker 

The average output per farm worker in 1942 
was more than a sixth greater than in 1940, and 
n exceeded all previous records. (Sec Table 
2l 7 ‘) 1 ° part, this was due to bcttcr-than- 
average yields in unusually favorable growing 
seasons. In part, it was due to increased pro¬ 
ductivity from a longer work-week, to wider 
use of mechanical equipment and to better 
farm management practices. The output of 
livestock and livestock products per worker, 
affected less by weather and more by efficiency 
m feeding, was at least a fifth greater in 1942 
than in 1940. 

These rapid gains continued and by 1944 at¬ 
tained a level almost 30 per cent higher than 
in 1940, which was well above the long-term 


The size of the average farm enterprise has 
been expanding ever since the post-Civil War 
land adjustments broke up the southern plan¬ 
tations. The 1S50 and i860 Censuses reported 
about 200 acres per farm, but as a result of post- 
Civil War adjustments, the 1880 Census re¬ 
ported only 134 acres per farm. Since then 
there has been a trend toward larger farms, the 
average increase being a little over 10 acres per 
decade. The typical farm in 1940 was 174 acres. 
With continued expansion in the use of elec¬ 
tric power and mechanical equipment, the av¬ 
erage farm could, in line with this trend, con¬ 
sist of 185 acres in 1950, and almost 200 acres in 
i960. 

1 his would mean a further increase in har¬ 
vested acreage per worker. The long-time rec¬ 
ord shows an increase from 18 acres per 
worker in 1S70 to 31 in 1920, to 34 in 1930 and 
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Table 218 

Harvested Acres, Workers in Agriculture 
and Acres Per Worker, 1870-1960 


Year 

Harvested 

Acres 

Workers in 
Agriculture 

Acres Per 
Worker 


(In 

(In Thou¬ 



Millions ) 

sands ) 


1870 

122 

6,850 

17.9 

1880 

l66 

8,585 

19.3 

1890 

220 

9 * 93 ® 

22.1 

1900 

2 83 

10,912 

26.0 

1910 

3 ” 

11,592 

26.1 

1920 

349 

11,449 

30.6 

1930 

359 

10,472 

34-2 

1940 

321 

9,004 

35-7 

Projections 



1950 

(360) 

8,890-8,370 

40.5-43.0 

i960 

( 39 °) 

8,760-8,300 

44.5-47.0 


( 353 )* 

7 * 933 - 7 * 5 1 «* 

44.5-47.0* 


Sources: Tables 212 and 215. 
a. Alternative; see text. 


to 36 in 1940. (See Table 218.) By 1950, ac¬ 
cording to this trend, the average could be 40.5 
to 43 acres and by i960, 44.5 to 47 acres. With 
this expansion in acres per agricultural worker, 
the 360 million harvested acres estimated for 
1950 would require between 8.4 and 8.9 mil¬ 
lion workers; the 390 million acres projected 
for i960 would require 8.3~8.8 million, while 
the alternative possibility of 353 million acres 
projected for i960 would call for only 7.5 to 
7-9 million. 

These trends in production and acreage per 
agricultural worker could be accelerated by a 
vigorous program of financial and technical 
aid to low-income farmers. 

d. underemployment of low-income 
farmers 

The problem of securing additional agricul¬ 
tural output and the difficulties of getting more 
production from the fully utilized large-sized 
farms have focused attention both on the land 
and other physical resources, and on those hu¬ 
man resources that are not yet fully utilized. 
We now have a better picture of the man¬ 


power and of the actual and potential produc¬ 
tive capacity of our farms than has thus far 
been available. Thus, it is now possible to ex¬ 
amine the 6.1 million farms of the United 
States in terms of the opportunities they offer 
for full agricultural employment. We have in 
one study an analysis of productivity of the 
farms reported by the 1940 Census, and in an¬ 
other a similar analysis with special reference 
to the potentialities for maximum war produc¬ 
tion. The 1940 Census reveals' 1 about 40,000 un¬ 
classified farms, 88,000 farms reporting no 
income, 760,000 farms with the operator work¬ 
ing off the farm over 150 days, and 414.000 
retired operators, of whom half were over 65 
years old. In other words, there were 1,302,000 
farms that were not actually bona fiJc farms. 
The remaining 4.795.000 were capable of pro¬ 
viding full employment. 

The 1940 Census also revealed 4.019.000 
farms reporting gross earnings below $ 1,000. 
If other titan bona fide farms are assumed to be 
earning less than that figure, it is possible to 
say that 2,717,000 of the bona fide farms were 
low-income enterprises that did not fully uti¬ 
lize their manpower and potential managerial 
ability. Over half of the bona fide farmers may 
be said to have been underemployed; fully 
two thirds of these were located in the South. 

In studying the potentialities for increased 
production during wartime, the Farm Security 
Administration and the Bureau of Agricul¬ 
tural Economics came to the same general con¬ 
clusions, although they used a somewhat dif¬ 
ferent classification of farms. They divided the 
country’s farms into four groups according to 
their capacity for expansion: 

(1) Nearly 2 million high-income farms af¬ 
fording full-time employment lor one 
or more workers and. in general, pro¬ 
ducing at capacity. These farms by 1040 
had been able to build up cash reserves 
and to place themselves in good operat¬ 
ing condition, as to equipment and soil- 
conserving practices, and to assume the 

fi. See P. G. Hammer and R. K. Ruck. “MIc Man¬ 
power.” ImhJ Tolicy Keuew. April 
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risks of expanded production. They may 
be expected to continue their improve¬ 
ment in efficiency. 

(2) About 1.8 million medium-income 
farms, affording less than full-time em¬ 
ployment for one person per farm, but 
having land and labor resources for ex¬ 
panded production. These farms in gen¬ 
eral are short of capital equipment and 
livestock. They use only family labor 
but, given adequate credit and machin¬ 
ery, could add one or two new enter¬ 
prises to their present crop and greatly 
increase food production. 

(3) About 850,000 low-income farms having 
limited land resources and no possibil¬ 
ity for giving full employment to one 
worker. While there arc opportunities 
among these for increased production, 
probably not more than half of them 
have the land resources to become full¬ 
time, family-type farms. The rest must 
either combine into larger units, or their 
operators must move to better farms or 
to urban employment. 

(4) Nearly 1.5 million low-income farms 
with inadequate land resources and no 
prospects for expanded production. 
Since many of these arc only part-time 
farms, they make practically no contri¬ 
bution to the volume of marketable 
farm products. Their operators could 
contribute more to the economy by tak¬ 
ing jobs on other farms or in industry. 

It is estimated by the Farm Security Admin¬ 
istration that 500,000 farmers in group (2) 
above, given credit and supervision help, could 
make a substantial increase in food produc¬ 
tion. In groups (?) and (4) substantially more 
production is also possible, for 600.000 farmers 
could add an additional cow, 600,000 could add 
a sow and 600,000 could keep an additional 50 
hens and sell 50 additional chickens. 

If we were to capitalize on this potential pro¬ 
duction. the net elfect w ould be to give us that 
much more agricultural capacity for a high 
level of demand, at home and abroad. 


4 . Summary 

There appears to be no material obstacle in 
prospect to our achieving an agricultural pro¬ 
duction program in 1950-1960 sufficient to 
meet adequate food and fiber requirements for 
both the domestic and foreign markets. Food 
production for civilian consumption, for our 
armed forces here and abroad, and for regular 
and lend-lcase exports, were almost expanded 
to this point. We harvested almost as many 
acres in 1944 as arc projected for peacetime 
requirements for 1950. Moreover, we have new 
lands that can be brought into production; 
lands already in cultivation can be made more 
productive through better management and 
better soil and water conservation practices; 
and continued progress can be expected in the 
production of better-yielding plants and ani¬ 
mals. Recent advances in these agricultural 
sciences indicate additional progress toward 
even greater productivity during the next two 
decades. 

Under the stress of war, farm plant and farm 
labor were made much more productive, and 
some of these gains will be retained. Cropland 
was made more productive through the ex¬ 
panded use of higher-yielding seeds and im¬ 
proved planting, cultivating and harvesting 
practices. The conversion of feed crops into 
livestock and livestock products became more 
efficient. Mechanical power continued to dis¬ 
place horses and hired labor, and this trend 
was accelerated by the movement of farm la¬ 
bor into the armed services and nonagricul- 
tural war industries. Work stock will con¬ 
tinue to be displaced by tractors, but other 
livestock will probably expand in line with 
growing demand. Hours of labor on farms un¬ 
der the stress of the war production programs 
were substantially increased, and women — as 
well as old and young people — were drawn 
into farm work. But these abnormal shifts 
were largely readjusted as farm men and 
women returned from the armed services and 
from industry. Farm machinery will be in 
greater demand than ever before, partly be¬ 
cause higher wages will promote mechaniza¬ 
tion and partly because many more farmers 
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and farm youth have acquired mechanical 
skills. Our postwar industrial capacity will 
readily supply all the necessary farm machin¬ 
ery and equipment, all the building materials 
and commercial fertilizer, and all the rural 
electric power needed to keep an expanded 
agricultural plant in full operation in the 1950 
decade. 

For our own domestic requirements, assum¬ 
ing an adequate national diet, we shall need 
320 million acres by 1950 in harvested crops 
and about 310-350 million by i960. For export 
demand, assuming we can maintain a reason¬ 
able share of international trade in farm prod¬ 
ucts, we may need an additional 40 million 
acres. Our projections for 1950 and i960 thus 
total 360 and 350-390 million acres, respec¬ 
tively, as compared with about 321 million 
acres in 1940 and 352 million acres in 19 - 44 - 
This assumes that recent gains in productivity 
per acre and per animal feed-consuming unit 
will be retained. Soil experts estimate that, if 
necessary, the American farm plant could be 
expanded by about a third — to about 460 mil¬ 
lion acres in cropland harvested out of the 
present total of land available for crops. Pro¬ 
duction could be expanded 50 per cent. This 
would be accomplished chiefly by bringing 
certain idle land into cultivation, converting 
plowable pasture into cropland for harvest, 
clearing some forestland, bringing new lands 
under irrigation, and applying immediately on 
a national basis the soil erosion and soil conser¬ 
vation measures that have been found bene¬ 
ficial and profitable so far. Price conditions, of 
course, would have to be favorable for these 
developments. Thus, our land resources can 
be expanded substantially beyond the domes¬ 
tic requirements under conditions of high- 
level employment. They could, therefore, be 
made to contribute substantially to world-wide 
needs. 

The labor force for cultivating and harvest¬ 
ing this expanded acreage will be adequate, 
even though the number following agricul¬ 


tural pursuits may be less than in 1940. With 
the aid of mechanical power, the average op¬ 
erator or farm tenant has been able to handle 
a constantly increasing number of acres of har¬ 
vested crops. The 9 million working persons 
engaged in farming in 1940 handled about 36 
acres per person compared with 34 acres in 
1930 and 31 in 1920. The expansion of the agri¬ 
cultural war production program and the in¬ 
crease in the ratio of land harvested per worker 
indicate that by i960 it could even increase to 
50 acres. This would undoubtedly mean a con¬ 
tinuation of the trend toward larger-sized and 
better-managed farms. 

Just as there is ample opportunity to expand 
the total of land in harvested crops under a 
vigorous scientific soil management program, 
so there is a great opportunity to make low- 
income farmers more efficient. There arc 
nearly a million low-income farm operators in 
the total of 6 million who have limited land 
and financial resources. Their farms cannot 
supply them with full employment. More than 
half of them arc located in the South, produc¬ 
ing single crops of cotton or tobacco. With 
moderate managerial and financial assistance, 
more than half of all these relatively unpro¬ 
ductive farms could contribute substantially 
to the nation’s food production by diversifying 
their operations to include poultry or hogs or 
truck crops. .. 

There arc also about a million and a halt 
low-income farm operators whose resources 
arc so inadequate that efforts at rehabilitation 
would not be fruitful. By and large, their 
farms supply merely part-time work and t heir 
productive contribution could best be made in 
nonagriculiur.il employment. 

This shift to other occupations is the direc¬ 
tion that the long-time agricultural industrial 
balance is likely to take. It is in line with the 
long-time trend of the past and in accordance 
with the recent accclcr..t«l r ue of improve- 
ment in agricultural productivity and mecha¬ 
nization. 
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CHAPTER 25 

INDUSTRIAL CAPACITY 


Previous chapters of this report have dealt 
with the labor force, the supply of natural re¬ 
sources, and agricultural land and facilities as 
elements in our capacity to produce in the post¬ 
war period. All of these will be more than 
adequate to enable us to achieve a high level 
of production and income. 

War experience showed how readily we can 
expand the labor supply — up to a certain 
point. Despite heavy drafts of workers into 
the armed forces, the civilian labor force was 
well maintained, and its output increased, by 
employing women and others not previously 
in the labor force, by training unskilled work¬ 
ers, upgrading the semiskilled and lengthen¬ 
ing hours of work. 

We are rich in tillable land and in the tech¬ 
niques and facilities required for a highly pro¬ 
ductive agriculture. With further mechaniza¬ 
tion, increased use of fertilizers, wise extension 
of soil conservation practices and development 
of higher-yielding crops, there is little doubt of 
the capacity of American agriculture, not only 
to meet the food and fiber needs of our own 
population, but to provide a surplus for export. 

Nor should a shortage of natural resources 
prove an obstacle to high-level production and 
employment for many years to come. We are 
rich in fishery and forest resources and can 
continue so indefinitely with proper conserva¬ 
tion measures. With a few important excep¬ 
tions, we arc amply endowed with the wide 


By A. Benjamin Handler, Assistant Research 
Director, and J. Frederic Dewhurst, Economist 
of the Twentieth Century Fund and Research Di¬ 
rector of this survey. Lowell f. Chawner, 
formerly on the staff of the Bureau of Foreign 
and Domestic Commerce, U.S. Department of 
Commerce, served as consultant in the prepara¬ 
tion of certain material for this chapter, but is not 
responsible for the opinions expressed therein. 
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variety of minerals required for a highly in¬ 
dustrialized economy. Although the demands 
of total war made serious inroads on our best 
reserves of petroleum, iron ore, copper, zinc, 
lead and bauxite, minerals will not be a future 
bottleneck except in the event of another ma¬ 
jor war. We can readily meet our few de¬ 
ficiencies through imports and use of low- 
grade ores, while exploration will probably un¬ 
cover new sources of domestic supply. Dwin¬ 
dling supplies of many raw materials can be 
offset by chemical and synthetic methods that 
provide a wide range of substitutes, as well as 
many new and better materials. Only in the 
long run need we be concerned about our 
supply of natural resources, and even then 
new discoveries, imports and further techni¬ 
cal development will serve to relieve threat¬ 
ened shortages. 

With ample agricultural and natural re¬ 
sources and an adequate and highly skilled la¬ 
bor supply, are we equipped with enough 
capital plant and facilities to produce and dis¬ 
tribute the volume and variety of goods and 
services required in the postwar period? 

Capital Facilities 

An inventory of our commercial and in¬ 
dustrial structures and facilities would be of 
extraordinary magnitude and complexity. It 
would include the buildings, furnishings and 
equipment of some 1.8 million retail stores, 
some 200,000 wholesale establishments and of 
a wide range of service enterprises such as ho¬ 
tels, theaters and banks, totaling 650,000. In 
addition to the structures, machinery and fa¬ 
cilities of nearly 200,000 factories, and a like 
number of construction firms, such an inven¬ 
tory would include the vast network of trans¬ 
portation facilities — highways, railroads, air¬ 
ways, pipelines and waterways — with a com- 
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bined length of some 2.2 million miles. Vehi¬ 
cles, watercraft and aircraft of all kinds would 
add to the total, as would the facilities and 
equipment of communication and power and 
gas utilities, of mining enterprises and of pub¬ 
lic enterprises in the form of buildings, water 
and sewer systems, and waterway and harbor 
developments. 

About a quarter of a century ago, in 1922, 
the Federal Trade Commission estimated the 
value of publicly owned highways and streets, 
manufacturing machinery and equipment, 
motor vehicles and the properties of railroads 
and other public utilities at about SH5 billion. 

Yet this total did not include the value of either 
taxable or tax-exempt "real property and im¬ 
provements ” That is, it excluded the value o 
both industrial and commercial structures and 
public buildings, which of course arc all part 
of our productive facilities. A conservative al¬ 
lowance for these structures would add at least 
$20 billion, and probably more, to the above 
total. In 1930, Robert R. Doanc, partly on the 
basis of the earlier Federal Trade Commission 
study, estimated the value of industrial and 
commercial buildings, industrial equipment, 
railroad and public utility structures and 
equipment, public buildings and motor vehi¬ 
cles at $131 billion. 3 

With the addition of the public and private 
structures and facilities constructed during the 
i93o’s, the value of our industrial and com¬ 
mercial plant and facilities undoubtedly ex¬ 
ceeded $150 billion before the war began. 1 he 
additional large expansion since the defense 
program began has probably brought the pres¬ 
ent total value of our productive facilities (ex¬ 
clusive of agricultural) to not far from S200 
• billion — and of course much more in terms o 
present replacement costs. 

In addition to this wealth of productive fa¬ 
cilities, we have a great reservoir of engineer¬ 
ing skill and scientific talent, as well as the 
highly organized competence to plan and su- 

I. See National Wealth and Income. Federal 1 ra«Ie 
Commission, S. Doc. .26. 69th Con*.. 1st *«*-. ' 9 J0 - 

P 2. Robert R. Doane. The Anatomy 0/ American Wealth. 
Harper fc Brothers. New York, 1940. P- »«*• 


pcrvisc industrial operations. 1 his organized 
“know-how," is possessed by a multitude of 
thoroughly trained specialists in production, 
finance, technical research and personnel rela¬ 
tions, with extensive practical experience, 
who arc accustomed to working together in 
operating organizations as teams of experts. 
Most groups of this character in the United 
States have arisen under private ownership, 
but in recent years many public agencies have 
developed highly efficient management or¬ 
ganizations. The war has demonstrated how 
deeply rooted is this technical skill; even our 
children have an almost intuitive ability to 
handle mechanical devices. 

As this chapter will show, we can easily 
have more than enough industrial and com¬ 
mercial facilities — just as we have ample 
quantities of raw materials and agricultural 
products — to provide full employment for 
our labor force. Our output so far surpasses 
any other country’s that during the war we be¬ 
came the "arsenal of democracy" while main¬ 
taining a high standard of living at home and 
helping to feed our allies. Indeed, for a decade 
before the war we were plagued with idle 
plants and idle men. And there is no evidence, 
in the years of greatest prosperity during the 
1920’s, that our industrial machine was in¬ 
capable of meeting the demands made upon it. 
Indeed, it has been estimated that it could have 
produced about one fourth more than it did. 


1. Nature of Capacity 

Industrial and commercial capacity is some¬ 
times measured by the total quantity of goods 
and services that could be produced with all 
our existing capital facilities. This is purely an 
engineering view of capacity. It assumes as 
full and continuous utilization of all existing 
plant and equipment as would be technically 
possible. The capacity of an industry is re¬ 
garded as the combined production ot all 
plants — efficient and obsolete, active and idle 
— working 24 hours a day 365 days a year, less 

See Edwin G. Nomsc and Associates. 
parity to Produce. Tl.e Brookings Institution. W ashington. 
1914. Chap. 20. 
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the time needed for repairs, cleaning, break¬ 
downs and other technical purposes. Such a 
concept of capacity really implies that what is 
technically feasible is economically possible. 
But so long as living and working habits and 
costs and prices arc relevant, they limit the full 
use of existing capital facilities. 

At the other extreme, a strictly utilitarian 
view might regard as submarginal and there¬ 
fore not part of an industry's capacity all plant 
and equipment that arc idle at the price and 
market conditions of the moment. According 
to this view, capacity would never be excessive 
for it would change with every fluctuation in 
prices and costs and would thus always be 
equal to production. Such a definition of ca¬ 
pacity would be meaningless. 

Neither of these extreme views can be ac¬ 
cepted. The first is too absolute in its complete 
independence of anything but the physical ca¬ 
pacity of existing facilities and complete dis¬ 
regard of costs. With demand at high levels 
(or under monopoly conditions) the high price 
of a product might temporarily permit the use 
of obsolete facilities. But demand cannot be 
sustained if costs are disregarded for long, and 
any nation-wide attempt to use all our obsolete 
facilities alongside our efficient ones would im¬ 
pose an impossible drain on our resources. No 
sooner would simultaneous use of them all be 
attempted than forces leading to their partial 
disuse would he set in motion. In the real 
world, as soon as we even begin to approach 
capacity in the "engineering sense." acquisi¬ 
tion of additional efficient machinery increases 
capacity. Considerations of cost or resource 
utilization have a way of either keeping obso¬ 
lete plants idle or replacing them with more 
efficient ones. The engineering view of capac¬ 
ity as the sum total of all existing physical fa¬ 
cilities cannot apply in a dynamic world of 
changing costs and prices. 

Any realistic view of capacity lies some¬ 
where between these extremes. It must recog¬ 
nize on the one hand that only plant and 
equipment that can be used economically 
should be included in capacity, and on the 
other that only permanently uneconomic plant 


and equipment should be excluded. Idle fa¬ 
cilities range all the way from those whose 
costs arc so high that they can never be run 
profitably again to those that will come into 
operation with the slightest increase in price. 

Because the question of whether a plant is 
permanently or only temporarily idle cannot 
always be answered, the precise measurement 
of capacity is difficult if not impossible. The 
situation is further complicated in industries 
where capacity is variable, such as electric light 
and power, where it may change with stream 
flow. Moreover, in continuous-operation in¬ 
dustries like steel, capacity is easier to measure 
than in automobile manufacturing, where it is 
customary to work only one shift a day and 
where demand is highly seasonal. Further¬ 
more, in an industry where efficiency depends 
greatly on volume of business, surprising re¬ 
sults may be achieved, as in wartime railway 
traffic, where swollen demands were met to 
a large extent through fuller utilization of 
equipment and use of marginal rolling stock. 
In most industries, measurement is impossible 
because of the flexibility of capacity in relation 
to hours, shifts and working conditions. The 
capacity of an industry is never static; it can 
expand and contract with no change in physi¬ 
cal facilities. Continuous changes in produc¬ 
tivity and constant addition or substitution of 
facilities rapidly outdate any measurement. 

T his is true of a single industry as well as of 
the economy as a whole. 

2. Prewar Industrial Capacity 

Our industrial and commercial capacity was 
greater than ever just before the war. By 1939 
the output of every nondurable manufactur¬ 
ing industry, as well as of telephone service, 
electric light and power and retail trade, had 
reached new peaks. By 1940 new high levels 
were attained by mining and by every durable 
manufacturing industry except lumber. Trans¬ 
portation reached a new high level a year later, 
'let these records were attained despite mass 
unemployment and considerable underutiliza¬ 
tion of facilities. In 1040, a year of high pro¬ 
duction, about one fifth of the nonagricul- 
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tural labor force was unemployed. And in the 
recession year 1938, consumer income was only 
about two thirds of what could have been 
achieved under full employment. 4 

Underutilization of Facilities 

During the 1930*5, marked and widespread 
increases occurred in the efficiency of labor. 
Output per man-hour in manufacturing was a 
third higher in 1939 than in 1929. In railway 
transportation, the increase in productivity 
was equally striking. Output per man-hour on 
steam railroads increased 33 per cent between 
1919 and 1929, while almost as large an in¬ 
crease (31 per cent) occurred in the 1930 s.® 

In bituminous coal mining, too, output per 
man-hour increased by almost a third between 
1929 and 1939; in anthracite mining the in¬ 
crease was nearly 80 per cent. Output per em¬ 
ployee in the electric light and power industry 
increased by almost 60 per cent.® 1 he rise in 
output per man-hour was even greater, for 
there was a decline in hours of work. In the 
telephone industry output per employee, 
whether measured by number of conversations 
or number of telephones, increased by about 
40 per cent, 1 and per man-hour probably by a 
greater amount. 

Because of these large increases in produc¬ 
tivity, the total volume of output in 19^9 was 
achieved with less labor than would have been 
required a decade earlier. In manufacturing 
the number of man-hours worked in 1939 was 
25 per cent less than in 1929 but total output 
increased slightly; on steam railroads man¬ 
hours declined by 4* per cent, but traffic by 
only a quarter; and in mining man-hours de¬ 
clined by 49 per cent and output by only a 
quarter." In the electric light and power in- 

4. Patterns of Retouree U/e. National Resources Com¬ 
mittee, Washington, 19.18. - * 

5. Witt Bowden. ••Wages, Hours, and Pr«lu<iivny «t 

Industrial Labor, 1909 to 1959 .” Monthly Labor Renew. 
September 1940. . 

6. Output (from Statistical Abstract 0/ the l n,ted 
States. 1943. Table 47a. p. 426) divided by employment 
(from Survey of Current Business. 1942 suppl.. P- 4 '*>- 

7 - Output (from Statistical Abstract. 194 »• * v> 

and 453) divided by employment (from Surrey ol < 
rent Business, toe. at.). 

8. Bowden, op. at. 


dustry, employment was less by n per cent 
than in 1929, while production was about 40 
per cent greater; and in the telephone industry 
employment fell by 24 per cent, while produc¬ 
tion rose slightly.® Since the number of hours 
in the work-week declined during the decade, 
the number of man-hours worked in these lat¬ 
ter two industries declined even more than 
employment fell off. 

Not only was a given unit of output in 1939 
turned out with less labor than in 1929, but in 
the railroad industry with less equipment as 
well. The number of locomotives, freight cars 
and passenger cars in service were each re¬ 
duced by more than a quarter.'" In the inter¬ 
war period technological changes, together 
with administrative and control measures, in¬ 
creased the load per train and its speed of 
movement. Rails became heavier; double¬ 
tracking was increased; signal systems were 
improved. Locomotives were able to travel 
half as far again in a day with loads half again 
as heavy. Lightweight steel boxcars could carry 
25 per cent more freight than the old wooden 
cars. Freight handling at terminals was 
speeded up. Operating methods were im¬ 
proved and the idle time of freight cars re¬ 
duced." These improvements in efficiency 
were not confined to the 1920 s, but con¬ 
tinued during the i9*o‘s, despite the fact that 
capital expenditures by the railroads dropped 
to an average of $;22 million a year from $747 
million in the t92o's. 

In manufacturing,depreciation charges dur¬ 
ing the i9$o's exceeded capital expenditures 
by about $3 billion." If this is taken as a rough 
measure of the “consumption" of manufactur¬ 
ing fixed capital assets, available facilities de¬ 
clined by about 5 per cent. Furthermore, 
manufacturing plant and equipment increased 
in age and obsolescence during the 193 ° s: 
for only $14 billion worth of capital expendi- 

9. Surrey of Current Business, loc. at. 

, 0 . Statistical Abstract 19it. 1 •»'''* P; ■***• . 

ii. See Monthly Utter ol the National City Ban * ol 
\’ew York. October 1941 - , , , .... 

, • Sc. the ankle I.V l-ow. II I. Ch .xM.cr entitle! Ca|u- 
ul I xiK-n.litur.' b.r Nbn.iUu.rm,: Plant jiu! K|u.|M"ci»I 
_ l 9 , 5 I,, 1940 ." Surrey of Current business. March 

1941. P- 
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tures were made in that decade compared with 
$21 billion in the 1920’s. 13 Thus, with a re¬ 
placement value of $55 billion just before the 
war, three quarters of the facilities were more 
than io years old, compared with well under 
two thirds in 1929. 

In the electric light and power industry, 
however, total installed capacity of generating 
plants increased nearly 28 per cent. 14 While in 
the telephone industry, miles of wire and in¬ 
vestment both increased by about a quarter. 18 
Thus in these two industries 1939 per unit out¬ 
put was achieved with less labor but with more 
facilities than a decade earlier. 

Everywhere productivity was increased and 
employment reduced, while available capital 
facilities either increased or were not reduced 
commcnsuratcly. Consequently, there was 
everywhere more idle plant and equipment 
than a decade earlier. If this unused or excess 
capacity had been put into operation, sub¬ 
stantial increases in output could have been 
achieved. On the basis of the same level of em¬ 
ployment and the same degree of utilization of 
equipment as in 1929, and with productivity 
per wan-hour at the 193 9 level, manufacturing 
production in 1939 could have increased by 
about 26 per cent, railroad traffic by 31 per 
cent, electric light and power output by at least 
44 per cent and telephone service by at least 
two thirds. 10 In bituminous coal mining the 
Bureau of Mines has estimated that, merely by 
utilizing the existing supply of labor full time, 
output could have been increased by 47 per 
cent in 1939.’ 7 

Productivity and the Level of Output 

The indicated amounts by which 1939 out- 

13. Bavcd on ibid., p. 9. where the replacement value 
of productive facilities in existence shortly before the war 
was estimated to be in the neighborhood of S55 billion. 

14. Statistical Abstract, 1943, Table 471, p. 425. 

15. Ibid., Table 455. p. 416. 

16. Productivity multiplied by facilities. Thus in manu¬ 
facturing productivity or output per man-hour increased to 
133 per cent, while facilities declined to 95 per cent of the 
1929 level. 133 X 95/0 =126, which is the level to which 
output could have been raised. 

17. W. II. Young, R. L. Anderson and L. H. Isaac, 
''Bituminous Coal and Lignite," a chapter from Minerals 
Yearbook, 1944, Table 13. p. 22. 


put could have been increased, however, are 
by no means accurate estimates of the excess 
capacity in these industries. In the first place 
(except for bituminous coal mining) they as¬ 
sume the same degree of utilization of facili¬ 
ties as in 1929. Hence the indicated possible 
1939 levels of output would not eliminate all 
excess capacity, but only that part which was 
greater than the excess present in 1929. 

Secondly, and more important, it is doubt¬ 
ful what would happen to productivity with 
operation of our facilities at close to capacity. 
Output per man-hour would appear to in¬ 
crease as plant and equipment are more fully 
utilized, for there arc many economies and ef¬ 
ficiencies which cannot be taken advantage of 
when these same facilities are only partly used. 
But if instead of partly utilizing all facilities, 
only the most efficient were operated and the 
rest left wholly idle, then as the least efficient 
were brought into operation average output 
per man-hour would decline. Therefore, with 
partial utilization of all plant and equipment, 
productivity would tend to be comparatively 
low; while with full utilization of only the 
most efficient facilities it would tend to be 
high. It is interesting to note that in manufac¬ 
turing, output per man-hour increased during 
the i93o’s at less than half the rate of the 
i92o’s; in steam railroads the rate of increase 
was much the same in both decades; and in 
bituminous coal mining it was a third greater 
in the 1930V 8 

During the depression there was heavy pres¬ 
sure on producers to reduce costs, which they 
did by effective use of nonmechanical aids to 
efficiency while keeping capital outlays at a 
minimum. Undoubtedly, the increased pro¬ 
ductivity in manufacturing was partly due to 
such devices as the “speed-up,” which could be 
used most effectively when there was extensive 
unemployment. In railroad transportation im¬ 
proved operating methods were an important 
factor in raising productivity. Of course, there 
were technological changes, such as the load¬ 
ing machine in coal mining and the dial tele¬ 
phone, that increased productivity, as well as 

18. Bowden, op. at. 
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other and. more obscure forces that retarded 
productivity. 

For the economy as a whole, the rate of in¬ 
crease in output per man-hour, as shown in 
Chapter 2, was substantially greater in the 
1930*5 than in the 1920*5 — 41 per cent com¬ 
pared with 21 per cent. Since capital expendi¬ 
tures were at a particularly low level in the de¬ 
pression decade, the high rate could not have 
been due so much to the installation of more 
efficient machinery as to the tendency to leave 
inefficient facilities idle while intensively us¬ 
ing only the most efficient, 10 and the tendency 
toward extensive use of nonmcchanical aids to 
productivity. 

The conclusion that we had considerable ex¬ 
cess capacity before the war is, of course, in¬ 
escapable. However, extreme caution is neces¬ 
sary in attempting to measure capacity. Most 
estimates of net capital accumulation or “de- 
cumulation” depend on the accounting device 
of depreciation, which provides only a rough 
guide to actual “capital consumption." Even 
were this difficulty overcome, the obscurities 
surrounding the effect of capacity production 
on productivity and costs make it difficult to 
determine what maximum output can be 
achieved. Beyond this there is the question 
of whether what is technically possible would 
be economically feasible. 

Problem of Excess Capacity 

Excess capacity was not merely a depression 
phenomenon. The most elaborate statistical 
study of capacity ever undertaken 30 shows that 
nearly every industry was operating below ca¬ 
pacity during the prosperous 1920*$ and had 
been doing so since the beginning of the cen¬ 
tury. Even in 1929, at the end of five years of 
high employment and prosperity, it was found 
that only the steel and machine-tool industries 
were definitely operating at capacity, that few 
mining industries were operating even near ca- 

19. Colin Clark attributes the fcreat increase in produc¬ 
tivity during the depression in Germany and America On 
contrast to the decline in Great Britain and I-rance) to this 
factor. Sec Chapter 22 of this report, section 2c. footnote 

20. The Conditions of Economic Progress. Macmillan Co.. 
New York, 1940, p. 61. 

20. Nourse el at., op. cit. 


pacity and that the transportation industry 
could have doubled the tonnage carried with 
only a moderate increase in equipment and no 
increase in plant. 

As early as 18S6 Carroll Wright, in a famous 
work, 21 pointed out that "the means of pro¬ 
duction were far in excess of the needs of con¬ 
sumption” (i.c., effective demand) and that 
“this overproduction has been a growth nour¬ 
ished by permanent and not transitory phases 
of the industrial development of the last half 
century," i.c., the development of laborsaving 
machinery. 22 

We have thus achieved ever-growing mas¬ 
tery of scarcity and growing ability to satisfy 
human requirements with no strain on our ca¬ 
pacity to produce. So successful have we been 
that capacity has persistently tended to keep a 
jump ahead of production. Indeed, a margin 
of unused or “excess" capacity is generally re¬ 
garded as normal. It is not only a cyclical phe¬ 
nomenon. but has been a concomitant of our 
industrialization, harmful only when too large 
and too prolonged. 

According to one student of the problem, 
unused capacity is inevitable in a competitively 
organized industrial society: 

. . . Existing capacity is forced into idleness not 
only because of age and technological obsoles¬ 
cence, but because for innumerable other reasons 
its owners arc unable to obtain a large enough 
share of the market to keep it busy. The unused 
capacity may be technically and mechanically 
good, but the product it turns out may lack mar¬ 
ket appeal, or the owners may Ik- poor salesmen, 
or may be inadequately supplied with outlets, or 
may be insufficiently financed. Idle capacity in 
this condition is seldom scrapped, partly because 
it is not physically ready for the iunk pile, partly 
because its idleness is likely to be only partial. .. . 
Since the operation of competition spreads idle¬ 
ness thin, instead of concentrating it as a mo¬ 
nopoly usually tries to do. the affected capacity 
tends to hang on in the industry. . . . In the great 
majority of cases it requires a sizeable amount ot 


21. The First Annual Report of the Commissioner of 
l^j/’or. See especially pp. -5J _ **3 parnm. 

’i “. . . dm wonderful introduction and extension of 
power machinery is one of the .prime causes, if not the 
prime cause. of the novel industrial condition in which the 
manufacturing nations find themselves. //;«/-. P- *9 See 
also pp. 80 and 257- 
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unused and partially used facilities before addi¬ 
tions to capacity by expanding producers are held 
down sufficiently to prevent a further growth in 
the under-used plant. . . . The full utilization of 
the mechanical capacity of an industry must be 
regarded as a temporary and self-limiting condi¬ 
tion. It will ordinarily set in motion responses cal¬ 
culated to restore a margin of unused capac¬ 
ity. . . .** 

The Brookings’ study 24 cites the ease of the 
automobile industry, where until after World 
War I capacity was deficient because of the 
rapidly growing demand for automobiles. 
Thereafter, the expansion of production fa¬ 
cilities took on "a slightly speculative charac¬ 
ter,” and this "tendency to build up fully to or 
even beyond current demands of the market" 
continued until 1929. 

This illustrates what has happerted to the 
economy as a whole. In the early stages of 
industrialization, facilities could not be ex¬ 
panded rapidly enough to take care of mount¬ 
ing demand. Then, as demand ceased to grow 
at the previous rate, or leveled off or declined, 
the urge for profits, coupled with inability 
properly to analyze the market, caused pro¬ 
ducers to continue the accumulation of capital 
facilities beyond market requirements. Of 
course, this excess disappeared in time either 
because it was taken out of use, because of an 
increase in demand or because it was con¬ 
verted to the production of other products. In 
the meantime, it was at most partly used, and 
in any ease was regarded as part of the indus¬ 
try's capacity. This process continuously oc¬ 
curring and recurring throughout the econ¬ 
omy inevitably results in a constant condition 
of excess capacity. 

In some cases the difficulties of keeping ca¬ 
pacity adjusted to demand are accentuated by 
the effects of government regulation or sub¬ 
sidization. The transportation industry is an 
illustration. The development of highway 
transportation, rehabilitation and expansion 
of water transport, and the increase in rail¬ 
road efficiency, left the railroads with un- 

2 l-'inm an unpublished memorandum by George Tcr- 
"The Problem of Manufacturim* Capacity." April 
20. 1940. 

-1. Noursc et .it., op. fit., p|*. 228-30. 


utilized capacity in 1929 sufficient to accom¬ 
modate the total increase in traffic that had 
taken place since the beginning of the cen¬ 
tury. 28 Yet the huge capital investment of the 
railroads could not be abandoned — while 
their specialized plant and equipment could 
not easily be used for other purposes. Conse- 
quendy, their facilities remained in partial use 
and created excess capacity. The bituminous 
coal mines, too, were designed to produce far 
more than was being required of them. In¬ 
creased demand during World War I and high 
prices immediately afterwards resulted in the 
opening of hundreds of new mines and the ex¬ 
pansion of old ones. Yet after 1918 the demand 
for coal failed to increase, largely because of 
competition from other fuels, and the number 
of idle mines grew, "diminished only by the 
reluctant decision of the owners to abandon 
them entirely.” 2 ® Capacity continued to ex¬ 
pand until 1923, and thereafter was liquidated 
too slowly ever to eliminate a substantial ex¬ 
cess. 

One of the most interesting examples of ri¬ 
gidity is shown in the flour-milling industry: 

With each change in the source of wheat, and 
sometimes with changes in freight rates, tariffs, 
and so forth, it becomes economically desirable to 
expand capacity in certain sections. This, in a 
nonexpanding industry like flour milling, neces¬ 
sarily reduces the operating ratios in older mill¬ 
ing districts or in less efficient plants. But mills 
with low operating ratios frequently do not close 
down, because there is a certain amount of wheat 
naturally tributary to them and it is therefore in¬ 
advisable to liquidate the investment entirely. 
Consequently we have many flour mills which op¬ 
erate at much less than full capacity, and always 
have had as far back as our records go. 2T 

Apparently, a certain amount of excess ca¬ 
pacity is an inevitable phenomenon in an in¬ 
dustrial society organized for profit and sub¬ 
ject to risks and uncertainties. Unused capacity 
is costly primarily to those who have invested 
in it. and although overcapitalization often re¬ 
flects a misuse of resources and may lead to 
higher prices, it is not in itself harmful. Only 

25. Ibid., pp. 373-74 and 422. 

26. Ihd.. p. 52. 27. Ibid., p. 192. 
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mand is it a cause for alarm, for then manufacture of vital war products or 

unemployment and a lowerc stan ar o - bccausc Q f limited supply. Bituminous coal 
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3. Wartime Production Records 

During the war the problem of excess ca¬ 
pacity that had so plagued the country in the 
depression years vanished. In its place was the 
, rr •___Inr nnr- 


witn me --- - , 

because of limited supply. Bituminous coal 

production expanded more than 50 per cent 
and anthracite coal somewhat less. Iron ore 
production increased over 100 per cent and 
production of petroleum by more than a third. 
Production of durable goods as a whole 

• 1 T riK-lc sir. 


depression years vanished. In us p ace was ,nc ^ dances. Trucks, air- 

LaSinS 

Srr CS“S- M 4 50 per cent ,o neariy 7 o rimes their , 959 

billion worth of new manufacturing anc ot ^cr tota poods the increases were not 

producrive (acili.ies was added toour prewar J lhcse products were 

industrial and commercial capaci y. essential to the prosecution of the war. 

Fabulous new production records were J imporlant advances. 

achieved in comparison with *939 • Tcxli i c production went up considerably: cot- 

plane production increased over 16 times, .morion 6 l per cent; woolen con- 

a 1939 production rate of 6,315 <° a rate of 109, ton J pcr cent; and 


times in . 

tons in 1939 to an annual rate of 24 million at 

the end of 1943 - 

Iron and steel industries expanded, too, 
though somewhat less spectacularly. Produc¬ 
tion of pig iron, Bessemer and open-hearth 
steel almost doubled, while production of elec¬ 
trically manufactured steel nearly quad¬ 
rupled. As might be expected, the production 

. ■ < • 1_Mrtnl- 


manufactured food products increased Mgmti- 
cantlv. Butter gained only 3 per sent and 

reached its wartime peak in » 94 «- Uul mcjt * 
tomatoes and peas, wheat dour, evaporated 
milk and cheese production increased from y* 
percent to 127 per cent. 

Other nondurable products — pulp and pa- 

rupled. As might be expected, the production per ^gamcT Cn!me"("hvm’h ft‘m- 
of machinery increased enormously. Met. ^ , s |>cr ccnl .u the war- 

working machinery pro.luc.ion rose 630 per creased by more than per 

cent and electrical machinery and equipment time P c — ^ ^ communication, tic- 

521 per cent. (Sec Appendix 31.) mciu lous gains, similar to those in manutac- 

Of the nonferrous metals, production of . \. i s occurred. Pav'cngcr tral- 

aluminum and magnesium showed the most turc rt . t \ un quadrupled and 

spectacular gains. Production of aluminum in- ,c on ,. doubled. At the same time. 

gets increased from ^ short tons in « 9 39 \ ncrc . wl bv only ,S 

to over 1.1 million at the wartime peak . ' lv , cr cars l>\ one per cent. 

October ,943-about 6 times. Magnesium per cent and passe,yr 

production increased 71 times—from 7 mil¬ 
lion pounds in 1939 to 504 million pounds in 
January 1944. , . 

Domestic production of bauxite quickly in¬ 
creased in accordance with aluminum require¬ 
ments. The rate of output in August 194* was 
over 20 times what it was in 1939- Expansion 


Passenger-mile flown m planes increased 
over 150 per cent to ., wartime r-’k "> • Vu :- us ' 
, 9 «; and ton miles flown (express and mat ) 
increased over ■ per cent I he number o. 
ocean-going merchant voxels in service rose 
from ..too in l 9 W *« 5 - 7 “> ,n December 19+b 
more than 400 | x r ccnI - 
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Telephone installations increased enor¬ 
mously but telegraph messages showed only a 
modest percentage gain. The total energy gen¬ 
erated by our electric light and power system 
increased 84 per cent by January 1944, the war¬ 
time peak. And production of natural and 
manufactured gas rose well over 50 per cent. 

The imposing production records achieved 
during the war are shown in Appendix 31, 
which compares peak war production of a 
number of industries with production in 1939. 
The peak was not reached simultaneously by 
all industries. The nonwar industries reached 
their maximum output early in the war and at 
a relatively low level compared with the war 
industries because they had to give way to mili¬ 
tary and naval requirements. This was particu¬ 
larly true of consumer durables, most of which 
went out of production a few months after 
Pearl Harbor. Passenger-car production, for 
example, rose from 2.9 million in 1939 to 3.7 
million in 1941 and then dropped to 200,000 in 
1942. Sugar refining also ceased to expand 
after 1941 because of shortage of supplies. Pulp 
and paper and shoe production reached their 
peaks early in 1942. The substantial increases 
in all these nonwar industries after 1959 show 
how much slack there was in the economy that 
could be taken up quickly and without strain. 

These records show how readily we could 
expand our capacity to produce a large num¬ 
ber of individual items. But they do not in¬ 
dicate what we achieved in the way of simul¬ 
taneous production of each at the peak of our 
total economic effort. Total iruUtftrial produc¬ 
tion was at a peak in November 194?, when 
the Federal Reserve index stood at 247 as com¬ 
pared with an average of 122 for 1940. In that 
month such war industries as iron and steel, 
machinery, transportation equipment, non- 
ferrous metals and products, chemicals and 
rubber products were operating at or very 
close to their peak production levels. At the 
other extreme, the leather products, printing 
and publishing, and construction industries 
had fallen from their wartime peaks to below 
their 19^9 levels. 

With some significant exceptions — alco¬ 


holic beverages, tobacco products and tele¬ 
phones — the other industries not directly con¬ 
nected with the war were operating at appre¬ 
ciably lower levels in November 1943 than 
those attained before that month. Mining out¬ 
put, for example, was 25 per cent above 1939 
in November 1943, compared with an earlier 
peak of 35 per cent above 1939. Lumber prod¬ 
ucts had fallen from an "individual peak” of 34 
per cent above 1939 to 28 per cent; stone, clay 
and glass products from 58 per cent to 47 per 
cent; textiles from 45 per cent to 36 per cent; 
petroleum and coal products from 125 to 94 
per cent; transportation from 118 to 109 per 
cent; telegrams from 26 to 21 per cent; elec¬ 
tric light and power from 78 to 66 per cent; 
and retail trade from 2S to 17 per cent. On the 
whole, however, the output of the nonwar in¬ 
dustries was remarkably well maintained at 
the peak of the industrial war efTort in No¬ 
vember 1943. (Sec Table 219.) 

Although these remarkable wartime ad¬ 
vances could not have been achieved if we had 
not had substantial excess capacity when the 
war started, they arc primarily a measure of 
our ability to greatly increase our industrial 
capacity under the pressure of war necessity. 
Whether these wartime production achieve¬ 
ments mean that we already have the capacity 
to fulfill future peacetime requirements de¬ 
pends on the nature and extent of our future 
requirements. 

4. Postwar Production Under Full 
Employment 

This survey has estimated that at high levels 
of employment in 1950 national income will 
amount to $106 billion (in 1940 prices), and in 
i960 to $122 billion. These totals represent in¬ 
creases of 36 per cent and 56 per cent, respec¬ 
tively. over the 1940 national income of about 
SyS billion. \V hat will these higher levels of 
national income — or total net output of the 
economy — involve in terms of the output of 
our mines and various branches of manu¬ 
facturing and of transportation and commu¬ 
nication, electric light and power, retail trade 
and construction activity? An answer to this 
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Table 219 


Peak Wartime Industrial and Commercial 
Activity 


(Percentage Increase Over 1939) 


Individual 

Type of Activity Peak * 

November 
• 943 b 

Mining 

35 

25 

Manufacturing 

Durable 

Iron and steel 

89 

84 

Machinery 

345 

345 

Transportation equipment 

663 

663 

Nonferrous metals and 

products 

158 

15 a 

Lumber and products 

34 

28 

Stone, clay and glass prod- 

ucts 

58 

47 

Nondurable 

Textiles and products 

45 

3 ° 

Leather and products 

28 

e 

Manufactured food prod- 

ucts 

47 

42 

Alcoholic beverages 

46 

44 

Tobacco products 

40 

40 

Paper and products 

43 

23 

Printing and publishing 

25 

V 

Petroleum and coal prod- 

ucts 

*25 

94 

Chemicals 

261 

248 

Rubber products 

116 

"3 

Transportation 

118 

109 

Communications 

Telegrams 

26 

21 

Telephones 

*7 

16 

Electric light and power 

78 

66 

Retail trade 

28 

>7 

Construction 

84 

« 


Source/: Mining and manufacturing — Federal Re/erve 
Bulletin, October 1943. PP- 964-84. and February 1944. 
pp. 180, 181. 

Transportation — Survey of Current Butinett. May >943. 

PP. 26-27, and May 1944. P- S-ai. 

Communications — Economic Almanac. National Indus¬ 
trial Conference Board, New York, 1945 - 
Electric light and power — Slaluiical Ahttract of the 
United Statet. 1943, Table 472, and Surrey of Current 
Butinett. January 1945, p. S-24. 

Retail trade — Survey of Current Butinett. November 
> 943 . P- 11, and September 1945 . P- 19 - 
Construction — Survey of Current Butinett. November 
1945 . P- 24. 

a. Based on seasonally adjusted monthly indexes of pro¬ 
duction, except for communications, electric power and 
construction, where peak year was used. 


question is essential in any attempt to assess the 
capacity of our industrial and commercial 
plant and facilities to meet future require¬ 
ments. 

a. estimated requirements 

The future output of various branches of in¬ 
dustry and commerce can best be estimated in 
the light of past relationships and trends. Pro¬ 
jections of this kind, of course, arc hazardous 
and at best can provide only a rough indica¬ 
tion of future output. The past may well be a 
misleading guide to the future. Relationships 
that prevailed at prewar levels of output and 
activity may not hold true at the much higher 
levels assumed for 1950 and i960. Moreover, 
inventions, new products and technical inno¬ 
vations may produce results that cannot be 
foreseen on the basis of past experience. In 
spite of these difficulties and uncertainties, 
however, past experience provides our best 
clue to the future. 

Future ‘‘requirements*' for various branches 
of industry and commerce — or the levels of 
output or activity expected in 195° anc * l 9 ^°> as 
shown in Table 220 —have been estimated 
primarily on the basis of the past relationship 
between an index of physical activity in each 
branch and cither gross national product, na¬ 
tional income or consumer expenditures, in 
constant prices. 2 * The results of this analysis 
show that nearly all branches of manufactur¬ 
ing will increase their output between iq-jo 
and 1950 by a larger amount than the as¬ 
sumed rise of 36 per cent in national income. 
The only exceptions arc leather and leather 
products, with an increase of 35 per cent, to¬ 
bacco products, with 30 per cent, and lumber 
with a slight decrease. Increases for the other 
branches range from 40 per cent for iron and 
steel, food products, printing and publishing, 
chemicals and rubber products, to 53 per cent 

28. See Appendix 9 f'*r •"» explanation of die meth¬ 
ods used in deriving these estimates. 


h. Based on seasonally adjusted November lO-H indexes 
„f production, except for communications, electric power 
and construction, where the whole year 1943 was used, 
c. Decrease. 
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Table 220 

Estimated Industrial and Commercial 
Activity at Wartime Peak and in 
1950 and i960 

(Percentage Increase Over 1940 ) 


Type of Activity 

Wartime 

/»«*• 

79 JO* 

7960* 

Mining 

22 

35 

50 

Manufacturing 




Durable 




Iron and steel 

46 

40 

55 

Machinery 

24O 

45 

75 

Transportation equip¬ 




ment 

442 

55 

80 

Nonfcrrous metals and 



products 

IIO 

50 

75 

Lumber and products 

22 

-7 

-24 

Stone, clay and glass 




products 

• 45 

50 

70 

Nondurable 




Textiles and products 

42 

55 

85 

Leather and products 

3 2 

35 

50 

Manufactured food 




products 

4 * 

40 

60 

Tobacco products 

36 

30 

45 

Paper and products 

33 

55 

85 

Printing and publishing 18 

40 

55 

Petroleum and coal 




products 

106 

50 

85 

Chemicals 

211 

40 

80 

Rubber products 

98 

40 

60 

Transportation 

99 

2 5 

40 

Communications 




Telegrams 

25 

0 

-10 

Telephones 

9 

*5 

2 5 

Electric light and power 

60 

75 

125 

Retail trade 

18 

45 

65 

Construction 

61 

90 

*25 


a. Same sources as for Table 219. 

b. See text nn«l Appendix 9. 
Note: All figures rounded. 


for transportation equipment, textiles and 
paper products. 

Much the same thing is true of the i960 esti¬ 
mates of manufacturing output. Only iron and 
steel and printing and publishing, with 55 per 
cent increases over 1940, leather products with 
a 50 per cent gain, tobacco products with 45 
per cent, and lumber with a 24 per cent loss, 
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show smaller increases than the assumed rise 
of 56 per cent in national income between 1940 
and i960. Other branches of manufacturing 
will show gains over 1940 ranging from 60 per 
cent to 85 per cent. 

Among other branches of industrial and 
commercial activity, construction and electric 
light and power will show much larger gains 
than national income in both 1950 and i960, 
and retail trade will experience considerably 
larger increases. In mining, transportation 
and communications, estimated increases will 
be less than the assumed rises in national in¬ 
come. The slackening rate of expansion in 
these industries is explained in some instances 
by substitution of other products or services. 
Thus, the telegraph has lost ground to airmail 
and the telephone; while the private automo¬ 
bile has been displacing other forms of pas¬ 
senger transportation; and in the case of lum¬ 
ber the drain on our forest resources has 
accelerated substitution by plastics and light 
metals. In other cases, such as telephones and 
tobacco, the product has become so firmly es¬ 
tablished as a necessity that demand for it is no 
longer elastically responsive to changes in na¬ 
tional income and purchasing power. 

These estimates, of course, arc no more than 
very rough expressions of general magni¬ 
tudes. It should be noted that they take into 
consideration only assumed changes in na¬ 
tional income and changes in relative impor¬ 
tance of the individual group to the total econ¬ 
omy, with occasional modifications to allow 
for technological changes. 

b. wartime output and future 

REQUIREMENTS 

How do the production records achieved 
under the pressures and necessities of war 
compare with the estimated levels of output to 
be expected with a high level of national in¬ 
come and relatively full employment in 1950 
and i960? 

In most of the durable goods manufactur¬ 
ing industries the wartime peaks were well 
above estimated output levels for both 1950 
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and i960. Indeed, peak war output of trans¬ 
portation equipment was three times as large, 
and of machinery nearly twice as large, as the 
output estimated for i960. 29 Iron and steel is 
estimated below the war peak in 1950, but 
above it in i960. Only stone, clay and glass 
products will be in greater demand in 1950 
than during the war. 

The nondurable manufacturing industries 
present a somewhat different picture. To¬ 
bacco, petroleum and coal products, chemicals 
and rubber products will be in smaller demand 
in 1950 than at the war peak; for the last three 
groups this will also be true of i960. Future re¬ 
quirements for other nondurable manufac¬ 
tured goods are expected to be greater than 
wartime output, and by i960 the increased de¬ 
mand for some will be two or three times as 
great as the wartime increases, which were 
small compared with durable goods. 

Transportation requirements in both 1950 
and i960 will be well below the wartime level, 
as will telegraph service, while telephone com¬ 
munication will not be far above. Electric light 
and power requirements will be enhanced by 
wartime developments in electronics and the 
widened use of electricity in production, both 
of which will have a permanent impact, while 
prospective river valley developments arc 
likely further to increase demand for electric 
power. Hence the expansion of postwar re¬ 
quirements will be akin to the experience of 
the rapidly expanding 1920*5. Electricity is 
likely to reach the wartime level of production 
before 1950. Construction should be above the 
wartime peak by 1950, while retail trade 
should expand about as much as some of the 
nondurable goods industries. (Sec '1 able 220.) 

5. Wartime Expansion and Future Capacity 

It is clear that in many fields the maximum 
production achievements of wartime would 
not be sufficient for peacetime needs under 
full employment. Nor can we infer from the 
record of those industries whose wartime out- 

29- See Table 220. Output of tran*poria'i**n equip¬ 
ment at the wartime peak was 442 per cent a»**.ve 194?. 
i-c.. an index of 542. with 1940 as too. Output in 19* 0 11 
estimated at 80 per cent above 194'*. or an index «•! 180. 


put exceeded estimated requirements for 1950 
and i960 that we already have enough plant 
capacity to meet future needs. These records 
were achieved during a great national emer¬ 
gency when demand was almost limitless, the 
customary practices of the market place neg¬ 
lected and costs irrelevant. Under normal 
peacetime conditions, economic rather than 
technical engineering considerations will be 
paramount in determining our future capacity 
to produce.*" 

When maximum output in a minimum 
time was required, operating efficiency or loca¬ 
tion in relation to raw materials and markets 
were of secondary importance. Normal pro¬ 
ductive capacity was augmented by bringing 
into use obsolete and habitually idle plants. 
Submarginal coke ovens, blast furnaces, petro¬ 
leum refineries, textile mills and lumber mills 
whose operating costs were so high that no sus¬ 
tained peacetime demand could be found for 
their products were brought into use under 
the pressure of war necessity. 

The existence of these inefficient facilities 
meant that production could be stepped up in 
time of need. But these obsolete facilities can¬ 
not be considered as part of our peacetime in¬ 
dustrial capacity so long as considerations of 
efficiency and cost arc crucial. 

During wartime it was possible to disregard 
customary patterns of operation. Hours were 
lengthened and shifts increased, output was 
kept near seasonal peaks, partly idle plants 
were fully utilized. Capacity was limited solely 
by physical factors —raw material, man¬ 
power, plant and equipment, and productiv¬ 
ity. 

I11 peacetime such all-out production is not 
possible. Department stores, for instance, have 
their peak loads at certain times of the day and 
year. Any attempt to change this would con¬ 
flict with working hours and mealtimes of 
customers, Christmas and seasonal buying 
habits. Electric light and power is another ex- 

30. During the wjf. it is true, some of «bc n-nw it in¬ 
dustries were unable «•» produce as niuJi as in peacetime 
because of rationing an.l the difficulties ..I obtainm* mate¬ 
rials an<l man|>uwcr. 
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ample of great variability in production, de¬ 
termined by hours of factory operation, trans¬ 
portation rush hours, number of hours of dark¬ 
ness. Though some changes made in wartime 
will continue, others will not. The engineering 
concept of capacity cannot be realized in peace¬ 
time. 

No plant or industry is independent of its 
physical location. During the war, radical 
changes in habitual modes of operation de¬ 
signed to increase production in the plants of 
a particular community led to local labor short¬ 
ages. The hiring of extra labor resulted in 
shortages of housing and community facilities. 
In peacetime, however, changes in customary 
practices leading to an influx of labor to the 
point of straining local facilities would be self- 
defeating. 

a. WARTIME EXPANSION OF FACILITIES 

One significant lesson learned from our war 
experience is that insufficient capacity in the 
form of plant and equipment imposes no real 
limitation on rapid expansion in the produc¬ 
tion of needed goods and services. Not only 
did we greatly increase output by more con¬ 
tinuous and intensive use of existing capacity, 
but we made vast additions to productive fa¬ 
cilities. During the five years after the defense 
program began in the summer of 1940, we in¬ 
stalled more than $$8 billion worth of new 
plant and facilities in the fields of manufac¬ 
turing, mining, transportation (exclusive of 
motorized and military vehicles), communica¬ 
tions, gas and electricity and commercial struc¬ 
tures. (Sec Table 221 for detailed figures.) 

This was a very substantial addition to our 
prewar productive plant, especially in manu¬ 
facturing, where wartime additions of nearly 
$26 billion were almost half as great as the 
estimated total value of our prewar manufac¬ 
turing facilities. Nearly 90 per cent of this total, 
or some S22 billion, consisted of new facilities 
in the metal, machinery, chemical and other 
"war materiel” industries, and less than $5.5 
billion of facilities for manufacturing "civil¬ 
ian-type” products. 

In addition to the new manufacturing facili¬ 


ties, we expanded nonmanufacturing produc¬ 
tive capacity by an investment of $3.4 billion 
in mining and a like amount in transporta¬ 
tion, $3.1 billion in gas and electricity, $1.5 bil¬ 
lion in telephone and telegraph facilities and 
more than a billion dollars in commercial 
structures. The dollar value of these vast ad¬ 
ditions to our productive plant is impressive 
evidence of our ability to expand capacity, but 
it is no indication of the extent to which these 
new facilities can be used for peacetime pur¬ 
poses. 

In certain industries, such as machinery, 
transportation equipment and chemicals, war¬ 
time capacity and output were so far above 
probable peacetime requirements that no 
doubt exists as to our ability to attain the pro¬ 
duction levels estimated for i960, even with 
normal peacetime modes of operation. But this 
does not necessarily mean that, at the end of 
the war, we had sufficient capacity of exactly 
the right kind to meet normal peacetime re¬ 
quirements for those products. 

Production indexes measure the output of 
an industry, but not the quantities of spe¬ 
cific products that can be produced. The prod¬ 
ucts required for war are far different from 
those needed in peace. In wartime, "transpor¬ 
tation equipment” means ships and war 
planes, tanks and military vehicles; in peace¬ 
time it means automobiles, personal planes 
and railroad rolling stock. Facilities for pro¬ 
ducing wartime and peacetime products arc 
not automatically interchangeable. 

The wartime expansion of facilities was for 
the single purpose of winning the war as soon 
as possible. Sometimes this goal coincided with 
postwar needs and we expanded capacity far 
beyond our previous peacetime requirements. 
More often, perhaps, facilities to meet the spe¬ 
cialized needs of war will be of little or no use 
in supplying civilian requirements and must 
be written off as one of the necessary costs of 
winning the war. 

Moreover, war restrictions delayed or pre¬ 
vented the expansion of facilities for many 
goods and services not essential to winning 
the war. Thus, the war expanded capacity in 
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Table 221 

Wartime Expansion of Facilities in Manufacturing, Mining and 
Other Selected Industries 
(In Millions ) 


Type of Facility 


Manufacturing facilities 

“War materiel” industries* 

Explosives and ammunition loading 

Airplanes 

Shipbuilding 

Aviation gasoline 

Synthetic rubber 

Iron and steel 

Nonferrous metals and products 
Guns and ammunition 
Machinery 
Automobiles 
Railway rolling stock 
Combat and other vehicles 
Chemicals, other 
“Civilian-type" goods industries* 

Food products 

Lumber and building materials 
Pulp and paper 
Printing and publishing 
Rubber and leather 
Stone, clay and glass products 
Textiles and apparel 
Nonmanufacturing facilities' 1 
Mining 
Railroads 
Transit 
Pipelines 

Electricity and gas 
Telephone and telegraph 
Commercial structures 


Total 

Public * 

Private 

$25,566 

Si 5-94* 

$ 9.625 

22.069 

*5-925 

6.M4 

2,719 

2,700 

*9 

3-763 

3.36 i 

402 

2.552 

2.348 

204 

899 

446 

453 

761 

695 

66 

2,398 

1,286 

1,112 

i,5” 

1.128 

383 

2.365 

2.037 

32S 

1.297 

588 

709 

9” 

— 

912 

121 

— 

121 

866 

575 

291 

1.905 

761 

*.*44 

3-497 

16 

3.481 

983 

16 

967 

598 

— 

508 

3 g 7 

— 

3*7 

228 

— 

228 

223 

— 

223 

411 

—— 

411 

667 

— 

667 

12.476 

716 

11,760 

3-4°4 

104 

3.300 

2.550 

— 

2.550 

43° 

— 

450 

448 

*56 

292 

3.120 

456 

2.664 

*.494 

— 

1.494 

1.030 

— 

1.030 


Sources : Fad , ties Expansion Inly t^n-hly > 945 . '^r PrcKlu«tj«» 
Survey of Current But,nets. November «945. P- *'• unpublished 
Board. 

t - My >945* «c«p. —»M- -"■ n « 

C. 1940-1944. . 

d. 1940-1944. except mining and electricity an«i pas. 


Board. December 1945: 
data ot Federal Reserve 


some directions far beyond peacetime require- of fac.ht.es on our future .ndus ml and com¬ 
ments, and in other directions created a press- mercial capacity can be measured only in terms 
ing need for new facilities, which must be of specific goods and serv.ces and fields of ,n- 

filled in order to meet future demands. 1 his vestment. , . , 

means that the effect of the wartime expansion 1 o what extent the facbt.es bu.lt dur.ng 
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war will be usable in peace can best be deter¬ 
mined by an examination of the kinds of com¬ 
modities and services they were designed to 
produce. Whether the new facilities were pub¬ 
licly or privately financed is also significant as 
an indication of their probable peacetime util¬ 
ity. 31 

(i). Facilities for Manufacturing War 
Materiel 

Facilities for manufacturing war materiel 
were needed in practically all the metal and 
metal products industries, including machin¬ 
ery and transportation equipment, as well as in 
a large part of the chemicals, petroleum and 
coal products manufacturing groups. Between 
July 1940 and July 1945, outlays for new facili¬ 
ties in these industries totaled $22 billion out 
of the total expansion of manufacturing facili¬ 
ties amounting to nearly $26 billion. 33 (Sec 
Table 221.) 

How many of these facilities can be used in 
the manufacture of civilian goods can only be 
guessed at, and without an engineering and 
cost analysis on a plant-by-plant basis, such a 
guess may well be wide of the mark. The fu¬ 
ture economic utility of these facilities varies 
widely from industry to industry and from 
plant to plant. Ammunition-loading plants arc 
so specialized that they cannot be converted 
to peacetime uses. But blast furnaces can con¬ 
tinue turning out the same product for civilian 
uses. One new steel plant may be so designed 
and located that it can operate profitably in the 
postwar market; another, equally modern in 
every respect, may be unable to do so because it 

31. It cannot be assumed that virtually all facilities pri¬ 
vately financed during the war year* can be used in civilian 
production. The permission to write oil capital expendi¬ 
tures in five years for purposes of corporate income tax de¬ 
ductions frequently made it a matter of indifference to the 
company concerned whether it or the government bore the 
cost. Where it was a question, not of a completely new 
plant, but of additional facilities to be amalgamated with 
existing ones, the company often preferred to arrange the 
financing. Undoubtedly, the bulk of the privately financed 
facilities will he used in peacetime production. But there 
will be numerous exceptions, particularly in manufac¬ 
turing. 

J2. Much transportation equipment — warships, com¬ 
bat piano and armored vehicles — is itself war materiel, 
but it clearly cannot be used to produce peacetime trans¬ 
portation services. 


is poorly located in relation to raw materials 
and postwar markets. 

When facilities constructed for one purpose 
are adapted to another purpose, the cost of 
conversion must be considered. A highly effi¬ 
cient aircraft assembly plant may be convert¬ 
ible to the production of prefabricated houses, 
but the cost of conversion is likely to be so high 
that the plant may be worth for the new pur¬ 
poses only a small fraction of its original cost. 

Explosives and Ammunition Loading 

About $2.7 billion was spent for the highly 
specialized plant and equipment for ammuni¬ 
tion loading and explosives manufacture, vir¬ 
tually all of which was financed by the govern¬ 
ment. (See Table 221.) These plants are use¬ 
less for civilian products; moreover, many of 
them are only temporary structures located on 
wasteland away from population centers. 
Some of these plants could only be scrapped; 
others could be held as stand-by capacity for 
use in the event of another war. These fa¬ 
cilities arc unquestionably too specialized to 
be converted to civilian uses and must there¬ 
fore be written off as a factor in future indus¬ 
trial capacity. 

Airplanes and Shipbuilding 

Another $6.3 billion was spent for shipyards 
and aircraft construction facilities, of which 
the government financed more than 90 per 
cent. The capacity of these new plants is much 
greater than any possible peacetime require¬ 
ments for the products they produced during 
the war. 

Only a small part of our shipbuilding facili¬ 
ties is needed for the repair, maintenance 
and new construction of vessels, even allowing 
for a considerable expansion of shipbuilding 
over prewar levels. The utility of the new yards 
is further limited because they were put up 
primarily to assemble one (the Liberty or Vic¬ 
tory) type of ship. Perhaps some of the war 
shipyards will eventually be converted to other 
peacetime products, but this is doubtful. 

Many of the new aircraft plants were ex- 
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trcmcly large, with long assembly lines. 
Though adaptable to the manufacture of cer¬ 
tain types of consumer durables, as well as pro¬ 
ducers’ goods, private investors were appar¬ 
ently not sure enough of a continuous market 
for their goods to be enthusiastic about the ac¬ 
quisition of such huge plants. Moreover, a 
number of these large plants were erected in 
areas not previously industrialized. Finally, 
peacetime use of these facilities necessarily in¬ 
volves costly rearrangement of plant layout 
and assembly lines and replacement of special 
equipment. 

Although some of these shipyards and air¬ 
craft plants may ultimately be used for civil¬ 
ian products, their location in relation to mar¬ 
kets and the heavy cost of reconversion mean 
that their value for civilian purposes is only a 
fraction of their original cost. 

On the whole, a generous assumption would 
be that the $6.3 billion investment in these 
facilities must be written down by at least 
three fourths, or to about $1.5 billion, in terms 
of peacetime utility. 

Aviation Gasoline and Synthetic Rubber 
Most of the synthetic rubber facilities, which 
were more than 90 per cent government 
owned, cannot readily be converted to other 
purposes. Production costs of part of these fa¬ 
cilities were so high as to rule out competition 
with natural rubber. On the other hand the 
synthetic product has already found many 
new peacetime uses. Expenditures for aviation 
gasoline refineries added to gasoline produc¬ 
tion and also increased the capacity for higher- 
octane output, so that the new facilities arc 
useful in improving the quality and rating of 
motor fuels. 

A very large part of the investment of Si.7 
billion in synthetic rubber and aviation gaso¬ 
line can undoubtedly be used in peacetime 
production, if government policies permit such 
use. A generous estimate would he that So per 
cent of these facilities, or about Si-4 billion 
worth, will eventually find commercial use in 
peacetime. 


Other War Materiel Facilities 

Manufacturing facilities for other war mate¬ 
riel included iron and steel and nonferrous 
metals (chiefly aluminum and magnesium); 
guns and ammunition; machinery; automo¬ 
biles, railway rolling stock and combat and 
other vehicles; and “other chemicals.” The 
total war additions of facilities for producing 
these products amounted to about $11.4 bil¬ 
lion, of which private industry financed about 
$5 billion. 

The facilities for producing iron and steel, 
and guns and ammunition, can for the most 
part be used as readily in peace as in war, al¬ 
though some of the war steel plants were 
highly specialized and others unfavorably lo¬ 
cated. Some of the ordnance products were 
made with converted metal-working facilities. 
Part of the new investment was in foundry 
and casting facilities, but much of it was in pre¬ 
cision machine tools, which are frequently 
highly specialized. 

New machinery facilities were used for 
making machine tools, generators, turbines 
and other propulsion equipment for ships, as 
well as radio and radar equipment, and small 
motors for use in planes and tanks. These fa¬ 
cilities arc readily adaptable to the production 
of consumer durables, otfice equipment and 
business machines. 

Although combat vehicles are specialized 
war products, the fact that private industry 
financed about a third of the total new facili¬ 
ties for making them indicates considerable 
reconversion possibilities in this held. Facili¬ 
ties for manufacture of automobiles and rail¬ 
way rolling stock arc of course equally useful 
in peace and in war. 

Nonferrous metals facilities have many 
peacetime uses, hut the expansion of alumi¬ 
num and magnesium facilities was so great as 
to outstrip even wartime requirements, let 
alone the most optimistic estimates of future 
demands. Moreover, the exigencies of war 
sometimes demanded facilities with high pro¬ 
duction costs in unfavorable locations. 

Other chemicals facilities, which were fi- 
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Ficure 31. Wartime Expenditures for Facili¬ 
ties for “War Materiel” Manufacturing 
and Their Estimated Peacetime Value 
Sources: Table 221 and text that follow*. 

nanccd more heavily by private industry than 
by government, will provide raw materials for 
many industries. A significant part of the war¬ 
time additions was for components of explo¬ 
sives, though a wide range of chemicals is rep¬ 
resented. 

Much of the wartime expansion in these 
fields constitutes economical additions to post¬ 
war capacity. Probably more than two thirds 
of the cost of these facilities, or about $8 bil¬ 
lion, can be counted as an addition to our civil¬ 
ian manufacturing capacity. 

Total Increase in War Materiel Facilities 

Thus, nearly Si 1 billion of the $22 billion of 
war materiel manufacturing facilities added 


during the war can be considered available 
for civilian uses. (See Figure 31.) Allowing 
for higher wartime construction costs of about 
25 per cent, the prewar value of these new 
facilities would be about $8.8 billion — less 
than a sixth of the $55 billion estimated 
value of our total prewar manufacturing plant 
and equipment. This undoubtedly understates 
the effective increase in manufacturing capac¬ 
ity attributable to these particular facilities, for 
our less efficient facilities were idle before the 
war while usable wartime additions were 
chiefly of the most modern and efficient type. 

This investment of $8.8 billion (in prewar 
dollars) in war materiel manufacturing facili¬ 
ties usable in peacetime represents an annual 
rate of about $1.8 billion over the five-year pe¬ 
riod from 1940 to 1945. In 1939, expenditures 
on plant and equipment by these same indus¬ 
tries amounted to less than $900 million. Thus, 
even after allowing for wartime inflated prices 
and after eliminating facilities unusable in 
peacetime, the wartime rate of capital ex¬ 
penditures in these industries was more than 
twice that of 1939. In 1929, when prices were 
at about the wartime level, capital expendi¬ 
tures in these industries amounted to $1.5 bil¬ 
lion, compared with a wartime annual rate of 
$2.2 billion. Thus, we added new facilities in 
these industries at a rate almost 50 per cent 
greater than in our most prosperous peacetime 
year. 

(2). Facilities for Manufacturing Civilian- 
Type Goods 

New facilities for manufacturing “civilian- 
type" goods can be used as well in peace as in 
war. These include food products, lumber and 
building materials, pulp and paper, printing 
and publishing, rubber and leather goods, 
stone, clay and glass products and textiles and 
apparel. Total additions to capacity in these 
industries during the five-year war period 
amounted to $3.5 billion, or an annual average 
of $700 million. In 1939, at far less than pros¬ 
perity levels and at a lower price level, we 
spent $673 million for new facilities in these 


642 



INDUSTRIAL CAPACITY 


industries. In prosperous 1929, with about the 
same price level, but a smaller population, we 
spent $1.3 billion. 

Total expenditures for new facilities in these 
civilian-type industries over a five-year period 
at the 1939 rate would have amounted to nearly 
$3.4 billion,.and at the 1929 rate to $6.4 billion, 
as shown (in millions) in the following tabu¬ 
lation: 


Food products 

Wartime 

$ 983 

1939 

Rate 

$1,15° 

• 9*9 
Rate 

$1,890 

Lumber and building 
materials 

598 

3<>5 

520 

Pulp and paper 

387 

430 

685 

Printing and publishing 

228 

250 

595 

Rubber and leather 

223 

240 

355 

Stone, clay and glass 
products 

4II 

340 

1,205 

Textiles and apparel 

667 

650 

l » , 75 


$ 3,497 

$ 3,365 

$6,425 


In interpreting these figures it must be re¬ 
membered that wartime capital and construc¬ 
tion costs were about the same as in 1929 and 
about one fourth above the 1939 level. The 
wartime capital expenditures in all of these 
industries, except lumber and building ma¬ 
terials, were well below what they would 
have been at the 1929 level, and in several of 
them were below the 1939 level. Allowing for 
the higher wartime price level, it appears that 
only one of these industries — lumber and 
building materials — added to its facilities at 
more than the 1939 rate. (See Figure 32.) 

These industries apparently entered the 
postwar period with immediate needs for ad¬ 
ditional facilities, and substantial capital ex¬ 
penditures were necessary merely to bring 
their capacity to the point where it would have 
been if the war had not occurred. Wartime 
additions in these fields, taken together, were 
little more than half the 1929 outlays and, 
when allowance is made for higher wartime 
costs, less than four fifths of 1939 expenditures. 
With the larger facilities needed to meet de¬ 
mands growing out of a much higher national 
income and the technological change engen¬ 


dered by the war, even larger additions will 
probably be required. 

Lumber, stone, clay and glass products, tex¬ 
tiles, leather, rubber, food, paper and printing 
together accounted for over 40 per cent of all 
manufacturing capital expenditures both in 
1929 and 1939. During the war, however, they 
accounted for less than 14 per cent. Much of 
the capacity, moreover, was distorted to fit the 
requirements of the wartime economy. In the 
food industry, capital expenditures were con¬ 
centrated in dehydration, processing and can¬ 
ning, to the neglect of baking, meat pack¬ 
ing and beverage and ice cream manufactur¬ 
ing, which arc normally responsible for the 
bulk of expenditures. Pulp, paper and printing 
expenditures went toward the production of 
boxboard and containers, but not for printing 
presses. In the stone, clay and glass products 
group, the facilities were not for brick and tile, 
dishes and other civilian ceramic and glass 
products, but for abrasive materials, refractory 
brick and fiber glass. Few of these require¬ 
ments can be taken care of by facilities con¬ 
verted from wartime uses. 

(3). Non manufacturing Facilities 

That the $12.5 billion wartime investment in 
nonmanufacturing facilities constitutes useful 
additions to our peacetime facilities is sug¬ 
gested by the fact that nearly all of it was pri¬ 
vately financed. (Sec Table 221.) Moreover, 
the $^.4 billion of transportation facilities in¬ 
cluded only railroads, transit and pipelines, 
and excluded several limes this expenditure in 
the form of ships, aircraft and motor vehicles, 
many of which are finding peacetime uses. We 
had 11 million tons of merchant shipping be¬ 
fore the war and built more than three times as 
much during the war. Despite sinkings, our 
merchant fleet was vastly expanded. However, 
although most of the noncombat ships and 
boats built for the war were of a type having 
peacetime uses, the bulk of the new tonnage 
consists of slow and inefficient Liberty ships. 
Many of the army trucks and jeeps, and some 
of the trainer planes and transports, have 




Ficure 32. Wartime Expenditures for Nonmanufacturinc and "Civilian-Type” 
Manufacturing Facilities Compared With 1929 and 1939 Rates 

Sotuce: Texi of this chapter, sections 5->(2) an«l 5.1(3). 
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found peacetime uses, but this type of equip¬ 
ment depreciates rapidly and will not be a very 
important part of future transport capacity. 

Wartime expenditures for new facilities in 
the nonmanufacturing fields shown in Table 
221 were at the annual rate of $2.5 billion. 
This was considerably less than the prewar 
rate. In 1939 (at a considerably lower price 
level) we spent $2.1 billion, and in 1929 about 
$4.7 billion. Total expenditures over a five- 
year period at the 1939 rate would have 
amounted to $10.4 billion, and at the 1929 rate 
to $23.3 billion, compared with the S12.5 billion 
actually spent during the five-year period after 
the defense program commenced in the sum¬ 
mer of 1940. The following tabulation (in mil- 


lions) shows the comparison: 




Wartime 

•939 

Rare 

>9*9 

Rate 

Mining 

% 3.4<>4 

$ 3.365 

$ 3.925 

Railroads 

2,550 

*.4*5 

4.220 

Transit 

430 

375 

540 

Pipelines 

448 

175 

485 

Electricity and gas 

3,120 

2,H5 

5.030 

Telephone and tele- 

graph 

M94 

1,290 

2,140 

Commercial struc- _ . 

turcs 

1,030 

1,650 

0,905 


$12,476 

$10,385 

$23,305 


Expenditurcs for new facilities in these seven 
fields during the five-year wartime period were 
little more than half what they would have 
been at the 1929 rate, when prices were com¬ 
parable. Allowing for the lower prewar price 
level, even the 1939 rate of expenditures would 
have yielded a substantially higher five-year 
total than the wartime investment. The con¬ 
trast with both 1929 and 1939 was particularly 
striking in the case of commercial structures. 
Wartime expenditures for electricity and gas 
facilities and for railroads, transit, telephone 
and telegraph, and pipelines were well above 
the 1939 rate but considerably below 1929. 
Wartime expansion of mining facilities was 
somewhat less than it would have been at the 
1929 rate or, after allowing for lower prices, at 
the 1939 rate. (Sec Figure 32.) 


b. POSTWAR CAPACITY OUTLOOK 

At the end of World War II, American indus¬ 
try and commerce thus found itself with sur¬ 
plus capacity in some directions and serious de¬ 
ficiencies in many other directions. Neither 
situation should be cause for alarm. In some 
cases, our "excess capacity” for products 
needed in war can be, or has been, converted 
to profitable peacetime uses. In other instances, 
such as shipyards and ammunition-loading 
plants, wartime facilities are so far beyond our 
needs or so specialized in nature that the sur¬ 
plus must be written otf for scrap value as one 
of the many inevitable costs of war. 

In a postwar economy guided by the needs 
and demands of consumers, an attempt to put 
such surplus facilities to use merely because 
they exist would be tantamount to insisting 
that we should be made to cat up all the excess 
K-rations and to use up the vast surplus of 
tanks and war planes. Excess capacity is no 
more a "waste" than any of the other unavoid¬ 
able costs of a dynamic economic system that is 
making continuous adjustments to changing 
demands and to new materials and techniques. 
This is true in normal times, but to a far 
greater degree when our peacetime economy 
had to be converted quickly to meet the de¬ 
mands of total war, and as quickly reconverted 
to peacetime requirements. 

Flexibility of Capacity 

As for any deficiencies in our industrial and 
commercial capacity, the war experience has 
demonstrated how quickly these can be reme¬ 
died. In spite of the draft of millions of work¬ 
ers into the armed services and munitions pro¬ 
duction, wc were able to maintain our civilian 
standard of living at high levels, and at the 
same time to construct more new plants and 
facilities than ever before in a comparable pe¬ 
riod. 

Given time, any country can make tremen¬ 
dous increases in its productive capacity. But, 
of course, the more backward the country 
technologically, the smaller is its surplus after 
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it has fed, clothed and sheltered its population, 
and the more time it will need to create new 
facilities. 

The United States has reached such a high 
stage of industrial development that great 
quantities of facilities can be added in a short 
time — if there is a demand for their products. 
Indeed, in such industries as shipbuilding, it 
requires no longer to construct the facilities 
than to build the product. During the war 
we increased our manufacturing facilities — 
though in a distorted fashion — by roughly 50 
per cent. We were able to expand our produc¬ 
tive capacity enormously and rapidly, devote 
almost half our economic effort to production 
for war, and still maintain a high living stand¬ 
ard for the civilian population. 

Of course, there were problems. Lack of raw 
materials, labor shortages and transportation 
difficulties, each played a part in slowing up 
the expansion of production. In peacetime 
these same factors may make it difficult to ex¬ 
pand rapidly the supply of goods or services 
available for certain regions or localities. There 
may be enough facilities to meet requirements 
on a national basis, but capacity may be in¬ 
flexible in a particular region or locality. 

Similarly, bottlenecks can occur in individ¬ 
ual industries. During the war they occurred 
in certain types of turbines, in electrical and 
chemical equipment, in metals and various 
other products. Sometimes such a bottleneck 
has serious repercussions on other industries. 
If steel capacity can be expanded only slowly, 
a host of other industries arc rendered inflex¬ 
ible simply because they lack an essential mate¬ 
rial. The war, however, proved that botde- 
nccks of this kind can be quickly overcome. 

Often capacity could be increased without 
building new equipment. Small adjustments 
in existing machinery made it possible to shift 
rapidly from one product to another. Shifts of 
this sort were made from food machinery to 
amphibious tanks, from typewriters to small 
parts for guns, from printing presses to ma¬ 
chine tools, from refrigerators to marine cn- 


lar substitutions can be made if required by 
rapid shifts in demand. 

Now, as after World War I, there is a great 
need for capital investment to reconvert war • 
facilities and to make good the replacements 
and deferrals necessitated by the war. There is 
no question that we are financially able to meet 
the need. The net working capital of Ameri¬ 
can corporations, according to the Securities 
and Exchange Commission, 38 increased stead¬ 
ily during the war until by V-J Day it was 
over 80 per cent above the 1939 level. The in¬ 
crease was widespread among virtually all cor¬ 
porations and was shared by all industry 
groups. By far the largest proportionate in¬ 
crease in working capital occurred in the rail¬ 
road industry, which showed a 300 per cent in¬ 
crease; while other major industrial groups 
gained from 50 to 70 per cent. 

Working capital, moreover, was in ex¬ 
tremely liquid form. Cash holdings increased 
from less than $11 billion in 1939 10 $ 2 5 billion; 
while United States government securities 
held increased from $2 billion to $21 billion. 
Most of this increase represents a net growth in 
liquidity. This means that American industry 
was in a position to undertake substantial capi¬ 
tal outlays in the transition period without re¬ 
course to borrowing. 

After the transition period, our demon¬ 
strated flexibility in adding to our productive 
facilities is the best guarantee we have against 
insufficient capacity. It has been estimated in 
Chapter 17 that under the assumptions of the 
survey, capital outlays for manufacturing fa¬ 
cilities would average $3.5 billion (in 1940 dol¬ 
lars) a year during the 1950-1960 period. This 
is 61 per cent above average expenditures dur¬ 
ing the 1920’s and 24 per cent higher than 
1929 expenditures, which were greater than in 
any peacetime year except 1920 and 1941. Out¬ 
lays of this magnitude should enable us to 
make good in short order any deficiencies that 
might arise. 

We have reached a stage of economic devel- 

33. "Working Capital of U.S. Corporations," Statistical 
Series Release No. 745, November 28, 1944, and No. 767, 
October 13, 1946. 


gines and helicopters. In peacetime, too, simi- 
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opment and technical competence where in¬ 
adequate industrial and commercial capacity 
can be quickly overcome through the con¬ 
struction of new facilities. Wc have more than 
enough manpower and resources and poten¬ 


tial productive facilities to fulfill our require¬ 
ments under every conceivable circumstance. 
Fears of excess capacity need not trouble us 
unduly. The real dangers are an inadequate 
level of income and a low standard of living. 
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NEEDS VS. RESOURCES 


The human and material resources at our 
command, together with the requisite techni¬ 
cal knowledge and administrative skill to use 
them effectively, are the fundamental elements 
in our capacity as a nation to provide the 
goods and services we require. That there is 
nothing automatic and inevitable in the func¬ 
tioning of these basic resources is clear from 
our experience during the worst years of the 
Great Depression, when national output fell to 
less than half of what we were capable of pro¬ 
ducing and consuming. That the normal ca¬ 
pacity of our economy to provide needed 
goods and services can be radically modified 
and rapidly expanded is clear from our experi¬ 
ence during World War II. 

1. War Output and Deferred Demand 1 

The war furnished dramatic evidence of our 
ability to transfer labor and resources from one 
use to another, to convert facilities to new 
and different productive ends and to call 
forth potential and idle resources and thus 
greatly expand total productive capacity. 
When the defense program began in 1940, 
there was much slack in the economy. We had 
a good deal of idle plant capacity, and about 
one seventh of our normal labor force was out 
of work. But, as war production gained mo¬ 
mentum and military forces expanded, we 
soon absorbed idle manpower anti facilities 
and began to draw on our human and mate¬ 
rial reserves. Two years after the defense pro- 


By J. Frederic Dfwiiurst, Economist of the 
Twentieth Century Fund and Research Director 
of this survey, and based largely on data pre¬ 
sented in preceding chapters of this rc|»ort, the 
authors of which, however, arc not responsible 
for interpretations and conclusions in this chap¬ 
ter. 


gram got under way unemployment had 
dropped to less than a normal peacetime level, 
more than 2 million emergency workers had 
been drawn into the labor force, conversion of 
peacetime facilities useful in war production 
was virtually complete and the bulk of the vast 
wartime addition to our industrial capacity 
was in operation. 

The War Potential 

By the winter of 1944-1945 we had achieved 
our war potential with an average of 63 mil¬ 
lion at work in civilian and military occupa¬ 
tions, compared with 47 million in 1940. There 
were 12 million in military service, 7 million 
emergency workers in the labor force, and un¬ 
employment was close to the vanishing point. 
In the peak year of the war effort gross na¬ 
tional product was more than twice as large 
as in fairly prosperous 1940 — almost $200 bil¬ 
lion compared with less than $100 billion. Al¬ 
lowing for a rise in prices and costs of nearly 
one third during this four-year period, we 
turned out 50 to 60 per cent more goods and 
services in 1944 than in 1940. 

This, in bare statistical detail, was the "mira¬ 
cle of war production" that enabled the United 
States to become the "arsenal of democracy" 
for half the world while maintaining home 
civilian consumption close to the highest peace¬ 
time levels. What this magnificent wartime 
accomplishment means in terms of our capac¬ 
ity to meet future peacetime needs is difficult 
to answer, but easy to exaggerate. Certainly, it 
is a tribute to American technical ingenuity 
and organizing genius in both the military 
and the industrial spheres; to the health, en¬ 
ergy, intelligence ami shill of American work- 

1. P«r discussion of \v.«r production, see Chapter i; of 
wartime expansion of industrial capacity. Chapter as: of 
war-deferred demand f..r i.mvumption x.nnI* and services. 
Chapter 15: of deferred demand for capital r«xn!s. Chap¬ 
ter 16. 
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crs and soldiers; and to the willingness of 
American consumers to accept the inconven¬ 
iences and sacrifices essential in fighting a 
war. 

The war experience also proved that we can 
greatly alter and expand our capacity to pro¬ 
duce, given time and sufficiently powerful 
pressures and incentives. But it did not dem¬ 
onstrate that our productive capacity is “un¬ 
limited,” that we have achieved a push-button 
utopia which turns out goods without human 
effort, that we have “solved the problem of 
production,” whatever that expression may 
mean, or even that we are likely to be able to 
produce in peacetime at anything like the war¬ 
time rate without great increases in output per 
man-hour. 

On the contrary, the doubling of our dollar 
volume of output during the defense and war 
period can be accounted for almost entirely by 
higher prices, more workers and longer work¬ 
ing hours. Of the total increase of almost $102 
billion in gross national product between 1940 
and 1944, at least $31 billion reflected higher 
prices, while nearly $45 billion came from 
the expansion of our working force by more 
than a third and $15 billion from longer 
working hours. The remaining Su billion 
could be accounted for by an average increase 
of less than 1.5 per cent a year in output per 
man-hour for the economy as a whole during 
the four-year period — much less than the an¬ 
nual increase in productivity during the two 
immediate prewar decades. However, if, as 
seems possible, the assumed average price in¬ 
crease of 32 per cent between 1940 and 1944 
understates the actual rise in prices and costs, 
there may have been no increase — or an ac¬ 
tual decrease — in over-all productivity during 
the war years. 5 

Whatever may he the many favorable ef¬ 
fects of wartime technological developments 
on future productivity, they were not evident 
in the immediate postwar period. Indeed, al¬ 
though the engineering phases ol reconversion 
were completed promptly after the end of the 

2. See Chapter I. sections 3a, b and c. for discussion of 
factors accounting for wartime output. 


war, it soon became clear that the effective ca¬ 
pacity of our peacetime economy was being 
taxed beyond its limits in supplying the abnor¬ 
mally large demand for goods. Certainly, this 
gap between productive capacity and immedi¬ 
ate demand was still evident more than a year 
after V-J Day — in spite of abnormally large 
employment. This inability to meet immedi¬ 
ate postwar needs appears to have been due 
on the one hand to our failure to achieve sub¬ 
stantial gains over (or even to maintain) pre¬ 
war productivity, and on the other to the fact 
that the normal demand accompanying high 
income levels was augmented by a great back¬ 
log of demand for goods not available during 
the war. 

Guns and Butter? 

During the period of peak war production 
it was commonly said that the United States, 
alone among the great belligerent nations, was 
able to have "both guns and butter." In a lim¬ 
ited statistical sense this was true. Our vast 
production of war materiel and our far-flung 
military activities were “superimposed” upon 
a volume of civilian consumption that con¬ 
tinued at or above the levels of our most pros¬ 
perous prewar year. Consumers spent $75 bil¬ 
lion for goods and services in 1941 and $99 bil¬ 
lion in 1944. Allowing for a 25 per cent price 
rise, we actually consumed more at the peak of 
the war effort — with half of our total produc¬ 
tion going to government, largely for war pur¬ 
poses— than in prosperous 1941. But in spite 
of this well-maintained volume of civilian 
consumption (which further rapidly ex¬ 
panded after V-J Day), the American people 
were still faced with a wide range of acute 
shortages more than a year after the end of the 
war. 

The explanation of this apparent anomaly 
lies in the distorted pattern of wartime con¬ 
sumption. Although we spent much more 
money during the war than in prewar years, 
and were able to produce and consume as 
much civilian goods, consumer choice was 
severely limited. Household appliances and 
many other consumers' durables rapidly dis- 



appeared from the market after 1941, and a 
year later many textile and other products did 
also. Inasmuch as wc could not buy automo¬ 
biles, refrigerators, vacuum cleaners, radios 
and other things wc wanted and could readily 
afford with war-swollen incomes, wc spent our 
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at the end of the war, therefore, can hardly 
have been less than $40 billion and may have 
been as much as $60 billion.* 

Spread over the transition period to the end 
of the present decade, this backlog demand 
means an excess of $10 billion or more per year 

« 1 . - J ivnfrK 


afford with war-swollen ^* 0 * normal demand to be expected with 
money for what we could get. Th» ‘ . , , s of activily . I n some ways - though 

in spite of a statistically large volume of civil hig differences and on a smaller 

ian consumption dung the jar. we piled up situa(ion confronting the American 

an enormous backlog of deterred dem , lhc cnd of the war was the same as 
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vast need for a wide range of war materiel, far 
beyond the immediate capacity of the econ¬ 
omy to supply- Meeting these requirements 
took time, for it meant large-scale conversion 
of existing plant and equipment and construc¬ 
tion of new facilities. But the existence of that 


All a » v.» j » --■- ■ . 

sumption was not maintained after 1941. Al¬ 
though wc consumed just as much or more in 
the aggregate, wc were unable to have a full 
measure of “both butter and guns." Wc had to 
forego new automobiles in order to get tanks, 

road construction in order to build disun. J ;^ a ^ h rate of activity an.l 

bases, nylon stockings so as to have parach . ^ . nt unti i thc war's end. There was no 

and new productive facilities in order p * . . cost-price distortions would 

vide specialized war equipment. Such wartime ^^ demand .o evaporate. For one thing, 
sacrifices were gladly accepted as a small p and chcr costs were at least partially con- 

to pay for winning the war. With ^ ' rol i c d. Still more important, the government 

duction and consumption patterns rc-cstab .' - .. 
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lished, however, these wartime deficiencies 
appeared in thc market as deferred demand 
superimposed upon thc normal demand lor 
consumers’ goods and capital equipment. 

Backlog Demand 


stood ready with unlimited funds to buy what 
it needed. It was orders on the books that 
“made thc wheels go round." 

Again today, a potential demand for prod¬ 
ucts wc could not obtain during the war, as 
well as for other goods and services, exceeds 
ic^iog uemana our pro ductivc capacity. '1 oday’s demand, 

At a minimum, thc war-deferred demand however, provides no guarantee of continuous 
for consumers’ goods alone - chiefly for auto- .. fuU cmp | oymc nt" until it is satisfied. Despite 
mobiles, household mechanical appliances and (h c unpara U c lcd accumulation of liquid tunc s 
furniture —probably amounted to $25 billion Jn |hc hands of consumers and industry, t l 
at the end of 1945. To this must be added heavy t!cmand for products whose purchase can be 
accumulated requirements for a wide range of (urlhcr postponed will qtnMy evaporate 1 
capital goods, such as housing, productive fa- cosl . pri ce distortions kjuImii, pneu g 
clitics and road construction. In spite of the g<KxIs “out of the market. 1 \m 
vast war construction program, our invest- ({lcr World War I, with the result that vN C had 
ment during thc five-year defense and war pc- a scVcrc _ though short - setback long Ik rc 
riod of $49 billion in capital goods usable m ,| 1C demand for housing and o k 
peacetime was $37 billion less than wc spent 
for thc same purposes during 1925-1929- h w ^ s 
even $16 billion less than thc subnormal 1935 " 

1939 outlays, after allowing for higher wartime 
construction costs. The total of deferred re¬ 
quirements for consumption and capital goods 


ferred products had been met. 

If wc can avoid these distortions in costs and 

Srr rt.ji.icr IS. Section I. lot a discussion ot dc- 
and transition demand* iot «|»ital K" ,M • 
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prices, however, the existence of this large 
backlog — especially for the products of the 
construction, machinery and equipment, and 
consumers’ durable goods industries — can as¬ 
sure high levels of activity for some years to 
come, at least until the end of the present dec¬ 
ade. During this period the productive capac¬ 
ity of many industries may well be taxed be¬ 
yond normal limits of operation. 

2. Demand and Output in 1950 and i960 

Beyond this transitional “catching up” pe¬ 
riod, which this survey has assumed would 
end with the present decade, it is possible, with 
past experience as a guide, to estimate what 
the American people will produce, consume 
and invest in the future, under conditions of 
high-level activity and employment. Such a 
projection of past trends and relationships to 
1950 and i960 is neither a forecast of actual 
production and consumption in those years 
nor of our maximum capacity to produce and 
consume, working under forced draft as in 
World War II. To attempt the first would be 
as foolhardy as trying in 1929 to forecast the 
level at which the American economy would 
be operating in 1933 — and in 1943. To attempt 
the second would have some practical utility, 
but only to indicate our maximum productive 
capacity in the dire event of a third world war. 

These projections are merely attempts to 
show quantitatively what can be achieved 
with continuous high-level utilization of our 
resources and labor force. The projections for 
the 1950 decade arc estimates of the volume 
of our gross national product and its com¬ 
position— in terms of the major classes of 
consumption goods and services, capital goods 
and government services — under conditions 
approximating our "best performance” in the 
past, roughly comparable to the last half of 
the i92o’s. This was a longer period of peace¬ 
time prosperity and full employment than we 
have enjoyed at any other time since the turn 
of the century. 

What we will be able to produce and con¬ 
sume under comparable conditions in the 


i95o’s will depend upon the number of people 
at work, the length of the work-week and the 
average output per man-hour. Projection of 
past trends indicates that, with an estimated 
population of almost 145 million in 1950, the 
labor force will number 60 million — nearly 
42 per cent of the population, or a larger ratio 
than in any prewar year. Past experience 
shows that even in good times unemployment 
averages about 5 per cent of the labor force, so 
that the average number of persons at work at 
high levels of activity in 1950 would be about 
57 million, or 10 million more than in 1940. 
The long down-trend in working hours will 
probably continue, though perhaps at a slower 
pace than in the past. Hence the average work¬ 
week in 1950 may be a little less than 41 hours, 
compared with 43 hours in 1940. Under these 
conditions, the total “labor input” in 1950 
would amount to 121 billion man-hours’, or 15 
per cent more than in 1940. 

What this labor input would mean in terms 
of net and gross output — or national income 
and gross national product — depends upon 
labor productivity, or average output per man¬ 
hour. This, of course, is the great unknown 
in forecasting future production. Productivity 
has increased steadily for many decades, but 
the gains have varied widely from decade to 
decade. If we assume that the increase during 
the 1940 decade will be about 18 per cent, the 
average rate during the nine decades since the 
middle of the nineteenth century, output per 
man-hour in 1950 will amount to $1.16, in dol¬ 
lars of 1944 purchasing power. This would 
mean a national income of $140 billion and a 
gross national product of $177 billion. 

Looking ten years further ahead, which is a 
more hazardous undertaking, this survey 
assumes a slightly smaller “participation in 
the labor force” than in 1950 and about the 
same as in 1940 — approximately 41 per cent 
of the 155 million estimated i960 population, 
or 63-4 million. With 5 per cent unemploy¬ 
ment, there would be 60.2 million persons at 
work. On the assumption that the five-day 
week and annual vacations will have then be- 
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come virtually universal, average working 
time would drop to a little under 38 hours per 
week. If over-all productivity again increases 
by 18 per cent during the decade, output per 
man-hour would reach about $1.36, which 
would mean a national income of $161 billion 
and a gross national product of $202 billion. 4 

How do these estimates of the goods and 
services we can produce and use in 1950 and 
i960 compare with the past performance of 
our economic system? The estimated normal 
gross national product for 1950 would be about 
10 per cent less than we produced at the peak 
of the war effort in 1944, and the i960 gross 
output would be only slightly larger. In 1944, 
however, we were operating under the heavy 
pressures of a national emergency, with work¬ 
ing hours abnormally long, virtually no unem¬ 
ployment, and with several million emergency 
workers in the labor market, most of whom 
withdrew soon after V-J Day. 

Compared with prosperous 1941, however, 
and with earlier years of prosperity, a gross 
product of $177 billion in 1950 and of $202 bil¬ 
lion in i960 represents a handsome gain, not 
only in dollars but in "rear terms of goods 
and services available to the population. This 
is evident from Figure 33, which compares 
these projections for 1950 and i960 with the 
annual volume of gross national product dur¬ 
ing the three decades of alternating prosperity 
and depression before the United States en¬ 
tered World War II. 

When allowance is made for price varia¬ 
tions, it is interesting to note that this estimate 
of gross product for the fifth year after the end 
of World War II represents just twice the vol¬ 
ume of goods produced by our economy in 
1924, five years after World War I. With an 
estimated population growth of less than 30 
per cent, this represents a striking gam in 
material welfare in a single generation. Com¬ 
pared with more recent years of prosperity, a 
1950 gross product of $177 billion would mean 

4 • The basis for these assumptions as to |M»pulation. la¬ 
bor force, unemployment, working hours and productiv¬ 
ity. and for estimates of gross national product in I 95 <> 
»nd i960, is fully presented in Chapters a. 3. 4 anA 32 3n ‘* 
briefly summarized in Chapter 4. section 5. 


nearly one fifth more goods and services than 
in 1941, nearly 40 per cent more than in 1940 
and almost two thirds more than we produced 
and consumed in 1929. (Sec Table 222 and 
Figure 34.) 

A i960 gross product of $202 billion, though 
involving a further gain of 14 per cent during 
the 1950 decade, compared with an estimated 
population growth of 7 per cent, would mean 
a smaller rate of expansion of total output than 
in recent decades. But the assumptions of a 
slower growth of the labor force during the 
1950 decade and a continued decline in work¬ 
ing hours made in this survey arc possibly too 
conservative. 

Gross national product measures the total 
value of — and therefore the total expenditures 
for — the goods and services produced by the 
economy. Its major components arc: (1) con¬ 
sumption expenditures, for goods and services 
bought and used by consumers; (2) expendi¬ 
tures by individuals, business firms and gov¬ 
ernment for capital goods, not only to increase 
our supply of capital facilities but to replace 
those used up in the productive process; and 
(3) expenditures for government services and 
noncapital goods. 6 


a. CONSUMERS* GOODS AND SERVICES 


Under normal peacetime conditions in the 
future, as in prewar years, consumption goods 
and services will probably constitute around 
two thirds of gross national product. They 
have been estimated at a value of $116 billion 
for 1950 and at $134 billion for i960, or about 
25 per cent and 44 per cent, respectively, more 
than consumer expenditures (in terms of 1944 
purchasing power) in 1941 * With a larger 
population and higher family incomes in 1950, 
purchases of all of the major classes of con¬ 
sumer goods will largely increase. But the in- 


5. Minor components include ilie net change in business 
inventories (which, though not "cap.ial goods, are part 
of business "capital") ami the net ex|H.rt (or import) bal¬ 
ance in our current transactions with foreign countries. 

See Chapter 4- , . . 

6 . Sec Chapter 5. footnote 2. for explanation ol Uic 
discrepancy between "consumer expenditures and con¬ 
sumption expenditures." Estimates in this survey assume 
that the two will l*c identical in 1950 and i960. 
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Ficure 33. Gross National Product, Consumer Expenditures and Expenditures for Capital and 
Other Goods and Services, 1910-1941; With Estimates for 1950 and i960 at 1944 Price Level 


Sources: Table 18 and Appendixes 4 and 20. 


creases will vary widely among different 
goods. Past experience shows that, as family 
incomes rise, a smaller proportion of the in¬ 
creased income goes for necessities and a larger 
proportion for luxuries, durable goods and 
other dispensable products. In other words, 
consumer expenditures for automobiles, furni¬ 
ture, recreation and vacation travel arc much 


more sensitive to a rise or fall in consumer in¬ 
come than purchases of food, clothing and 
housing. 

Past trends and relationships provide a 
guide to estimates of the amount and distribu¬ 
tion of consumer expenditures under condi¬ 
tions of high-level activity in 1950 and i960. 
While consumer spending for the traditional 
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essentials of existence declined in relative im¬ 
portance over the three prewar decades, ex¬ 
penditures for household operation (chiefly 
furniture and mechanical appliances), con¬ 
sumer transportation, medical care and recrea¬ 
tion took a steadily larger share of the con¬ 
sumer dollar. In 1909, nearly three dollars out 
of every four spent by consumers was paid for 
food, clothing and shelter. Although these 
groups, consisting predominantly of necessi¬ 
ties, will still bulk large in the future con¬ 
sumer budget, they will account for little more 
than three dollars out of five in 1950 and for a 
slightly smaller proportion in i960. (See Table 
223.) 

Expenditures for household equipment and 
operation, estimated at $15 billion in 1950 and 
S17.5 billion in i960, will amount to 13 per 
cent of total expenditures, compared with less 
than 10 per cent in 1909. Consumer transporta¬ 
tion will rise to $12.6 billion, or nearly 11 per 
cent of the total, in 1950, and to $164 billion, 
or more than 12 per cent, in i960. These esti¬ 
mates compare with $1.6 billion, or less than 
6 per cent of consumption expenditures, in 
1909. Expenditures for medical care, insur¬ 
ance and death expenses, which accounted for 
only 3.8 per cent of the consumer budget in 
1909, arc estimated at $77 billion in 1950 and 
$8.7 billion in i960 —about 6.5 per cent of the 
total in those years. 

Recreation is also expanding. Having risen 
from 3 per cent of total consumption expendi¬ 
tures in 1909 to 47 per cent in 1941, estimated 
recreational expenditures of $57 billion in 1950 
and of $6.9 billion in i960 will account for 
around 5 per cent of the total. 

Expenditures for private education and for 
religion and private social welfare will consti¬ 
tute a small and declining share of the total. 
Taken together, they will amount to less than 
5 per cent of consumption expenditures in 
both future years, compared with over 4 per 
cent in 1909. 

b. CAPITAL GOODS 

Although expenditures by individuals, pri¬ 
vate agencies and government for capital 


goods during the interwar period averaged 
less than a sixth of total gross national product, 
they are crucial to the functioning of the econ¬ 
omy because, being deferrable purchases fi¬ 
nanced out of past or future savings, their vol¬ 
ume varies widely from prosperity to depres¬ 
sion. As with consumers’ durables, their pur¬ 
chase can be postponed when the outlook for 
jobs or profits is dark but is correspondingly 
accelerated when income is rising and inves¬ 
tors are optimistic. During 1920-1939, total ex¬ 
penditures for capital goods averaged about 
$12 billion per year, but in the prosperous last 
half of the 1920’s they averaged over $17 bil¬ 
lion, or more than twice as much as the $8.2 
billion average in the 1930-1934 depression pe¬ 
riod. Even more striking was the variation 
from the 1929 total of more than $18 billion, 
or over 18 per cent of gross national product, 
10 1933, when total expenditures for capital 
goods fell to less than $5 billion, or under 9 per 
cent of gross product. (This can be compared 
with the maximum variation in consumer ex¬ 
penditures — which include consumers’ dura¬ 
bles, but exclude housing, as a capital expendi¬ 
ture — from $71 billion in 1929 to $43 billion in 

> 933 ) 

The impact of depression and prosperity on 
different classes of capital goods also differed 
widely. Outlays for productive facilities, 
which accounted for about 62 per cent of total 
expenditures for capital goods during the en¬ 
tire interwar period, fell from nearly $12 bil¬ 
lion in 1929 to little more than $3 billion in 
1933, but in both years accounted for about 
two thirds of the total. Rising to $15 billion, or 
three fourths of the total in 1941, outlays for 
productive facilities increased still further with 
the onset of war. (See Table 224.) 

Consumer construction, consisting chiefly of 
housing, and accounting for 27 per cent of av¬ 
erage expenditures during 1920-1939, showed 
the widest variations. From a peak of $6 bil¬ 
lion in 1926, the volume declined more than 
20 per cent by 1929 and thereafter fell sharply 
to a low point of little more than $600 million 
in 1933. By 1940 the volume of consumer con- 
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struction had recovered little more than half 
of its loss from the 1926 peak. 

Developmental works, consisting predomi¬ 
nantly of highways, and representing less than 
11 per cent of the total, showed much more 
cyclical stability during the interwar period, 
chiefly because of federal work programs dur¬ 
ing the 1930’s. 

For the interwar period as a whole, con¬ 
struction accounted for almost $7 billion of the 
$12 billion average annual expenditures, and 
outlays for machinery and equipment for the 
remainder. Construction expenditures were 
much more volatile in response to cyclical 
changes, however. They averaged $11 billion 
during the last half of the 1920’$, dropped 
abruptly after 1929 and reached a low point of 
$2.3 billion —little more than one fifth of the 
peak volume — in 1933. In spite of a steady but 
slow recovery thereafter, construction volume 
was still less than $9 billion in 1941. Equip¬ 
ment purchases were much more stable. De¬ 
clining by more than two thirds from the 1929 
peak to the 1933 trough, they were virtually 
back to the earlier peak by 1940. 

Because of the extreme volatility of capital 
expenditures during the violent cyclical 
changes of the interwar period, it is difficult to 
forecast future outlays with much assurance. 
Limited data for earlier periods indicate that a 
slow decline in the ratio of capital goods out¬ 
lays to gross product had been taking place. In 
view of this tendency, future expenditures un¬ 
der conditions of stable prosperity in the 1950 
decade have been estimated at about 16 per 
cent of gross national product — nearly $28 
billion for 1950 and $33 billion for i960. Pro¬ 
ductive facilities, always the largest component 
and apparently rising in importance, have 
been estimated at about $18 billion for 1950 
and $21 billion for i960. Consumer construc¬ 
tion, predominantly housing, has been esti¬ 
mated at S7.2 billion for 1950 and $8.3 billion 
for i960. Developmental works, consisting 
primarily of highway construction but also in¬ 
cluding the rapidly expanding field of con¬ 
servation and development, appears likely to 
increase in relative importance. These outlays 


have been estimated at $2.5 billion for 1950 
and $3.4 billion for i960, with highways ac¬ 
counting for about half the total. 

All of these estimates presume a much 
larger dollar volume of expenditures than in 
1941 (when defense oudays distorted the pic¬ 
ture) or in any prior year, although the dif¬ 
ferences are due in part to the fact that the 1944 
cost level, in which future estimates are ex¬ 
pressed, is substantially above that of most of 
the interwar years. 

It appears likely that the future ratio of pub- 
lic-to-private capital expenditures will be 
somewhat higher than before the war. Gov¬ 
ernment expenditures for capital goods, esti¬ 
mated at $5.6 billion in 1950 and at $7.1 billion 
in i960, would amount to a fifth or more of 
estimated total oudays for capital goods. This 
would be a somewhat larger proportion than _ 
in 1940 and much larger than in 1929. In other 
words, government expenditures for capital 
goods will probably rise more sharply over 
prewar levels than private capital oudays. 


c. GOVERNMENT EXPENDITURES 

To the traditional certainty of death and 
taxes can be added with equal assurance the 
certainty that the cost of government will con- 
sutute a much larger share of the much larger 
postwar national expenditures than in any 
peacetime year before World War II. Every 
great war in American history has accelerated 
the long-term upward trend in government 
expenditures, and it is already clear that World 
War II will do the same. Total expenditures of 
all United States governments in 1950, accord¬ 
ing to this survey’s estimates, will exceed $45 
billion — nearly four times the dollar amount 
spent in 1929, two and a half times the 1940 
total and more than 50 per cent in excess of 
1941, when the defense program had already 
brought a great rise in federal costs. 

By i960, total expenditures will rise to nearly 
$51 billion. A large part of these increases in 
total expenditures, it must be remembered, is 
due to higher postwar costs and prices. When 
comparisons are made in dollars of constant 
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Table 225 

GbneraiXJovernment Expenditures in Fiscal Years 1913, * 93 2 AND * 94 * 
Compared With Estimates op Probable and Needed Government Expenditures in 

Calendar Years 1950 and i960 


Probable Needed 

Actual Expenditures Expenditures Expenditures 



2913 

• 93 * 

1941 

1950 

i960 

1950 

i960 


(In Millions at Current Prices )• 

(In Billions at 
• 944 Prices)* 

(In Billions at 
1944 Prices)* 

Government, Total 

— 

— 

— 

545-5 

550.7 

555-2 

$58.0 

Capital goods 

« 

e 

e 

5-6 

7 * 

9-5 

9.6 

General government 

$ 2 * 534 ‘ > 

S |2 » 39 |4 

$ 2 3 . x 30 

39-9 

43.6 

45-7 

1.8 

484 

General administration 

3°9 

x »°37 

1,205 

x -7 

i'Z 

2.0 

C CL 

Military forces 

2 7 x 

75 * 

6,146 

6.6 

6.6 

6.6 

6.6 

Veterans’ care 

180 

773 

559 

2-9 

3-2 

2.9 

3-2 

Police, fire, inspection, etc. 

189 

667 

728 

1.0 

O 

1.1 

*•3 

1.4 

Transportation 

395 

1,928 

1,96! 

1.8 

27 

x -7 

2.1 

Natural resources and agricul¬ 
ture 34 

599 

x » 44 x 

1.2 

1.1 

1.1 

0.8 

Health and sanitation 

120 

774 

873 

1.2 

*•5 

*•3 

*•3 

Welfare and correction 

« 87 * 

681 

3**77 

2.8 

2.0 

0 — 

3-9 

3*2 

Social insurance 


200 

i. 9«5 

7-7 

8.7 

10.2 

1 x -5 
5-8 
8.1 

q 4 

Education and recreation 

648 

2 .505 

2,676 

3-7 

i* 

5-4 

Interest 

146 

1.300 

1.672 

7-9 

8.1 

7-9 

Miscellaneous 

90 

*.433 

777 

x -3 

1.9 

x -7 

2.4 


Transfer payments to individuals 

included in functional totals 185 1,069 

Expenditures for goods and 
services 2,349 11 * 3 22 


a. From Tables 152 and 154- . 

b. Total government expenditures, expenditures tor 
capital goods, transfer payments and total government ex¬ 
penditures for goods and services from Table 222: general- 
government expenditures are "current operation" expendi¬ 
tures from Tables 171 and 172. increased l*y 3a per cent 
to adjust to 1944 price levels. 

c. Actual expenditures for capital goods are not avail¬ 
able separately but are included in functional details, 
which means that general-government totals for 191 3 - 
1932 and 1941 arc not strictly comparable with func¬ 
tional totals for 1950 and i960, which exclude expendi¬ 


2,518 

10.4 

12.7 

* 3-4 

15.8 

20,612 

35 * 

38.0 

4.-8 

422 


tures for capital goods. 

d. This total is somewhat smaller than the actual sum «'t 
the functional items. The difference represents expendi¬ 
tures from intergovernmental aid for general or unspeci¬ 
fied purposes. Such expenditure* were included in the 
separate items but excluded from the total to show net ex- 
penditures, exclusive of duplicating intergovernmental 

* ,J «.*Vnciudes unknown quantity of hospital expenditures. 
For other years, hospital expenditures ate included in the 
health and sanitation category. 

Note: Discrepancies in additions are due to founding. 


purchasing power the "real” advance in gov¬ 
ernment costs, though much less striking, is 
still about twice as large as the rise in gross na¬ 
tional product. Allowing for the difference in 
price levels, the 1950 gross national product of 
$177 billion represents a 40 per cent larger vol¬ 
ume of goods and services than the 1940 gross 
product, while total government expenditures 


in 1950 show a “real increase" of approxi¬ 
mately 80 per cent. (Sec Table 222 and Fig- 

urc 33 *) , . . . . 

A very large part of the estimated increase 

over prewar expenditures consists of veterans 
pensions, old-age assistance and other "trans¬ 
fer payments" to individuals, which (though a 
part of the cost of government) arc not pay- 
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ments for goods and services and therefore 
not part of gross national product. When al¬ 
lowance is made for these transfer payments, 
total government expenditures for goods and 
services (including public capital goods, dis¬ 
cussed above) are estimated at $35 billion in 
1950, or 20 per cent of the gross national prod¬ 
uct, and at $38 billion, or 19 per cent, in i960. 
In 1929 government expenditures for goods 
and services accounted for 11 per cent of gross 
national product, in 1940 for 17 per cent and in 
1941 for 22 per cent. 

/950 

The largest elements of future government 
costs will be interest on government debt, pay¬ 
ments for social insurance and support of the 
military forces. Taken together, these three 
categories (in roughly equal amounts) will 
exceed $22 billion in 1950 — almost half of the 
estimated total expenditures of more than $45 
billion. Expenditures for capital goods — 
chiefly for highway construction, for produc¬ 
tive facilities, such as airports and waterways, 
for conservation and development projects 
and for educational buildings — will add an¬ 
other $5.6 billion. Next in importance will be 
current operating expenditures for education 
and recreation, for veterans’ care and for wel¬ 
fare and correction, which will account for 
an additional $9.4 billion of the 1950 total. The 
remainder of more than $8 billion consists 
chiefly of current expenditures for transporta¬ 
tion, agriculture and natural resources, health 
and sanitation, general administration and 
control, and for police, fire and inspection 
services. 

Precise comparisons for each of these cate¬ 
gories with earlier years are impossible, be¬ 
cause government accounts arc rendered for 
fiscal years and this survey’s estimates are in 
terms of calendar years (to make them com¬ 
parable with other components of gross na¬ 
tional product). However, Table 225 shows 
the areas of government expenditures in 
which the most important increases will occur 
and gives a rou 


gh approximation ot the extent 


of these increases. Payments for both social in¬ 
surance and interest 7 will be several times as 
large as in 1941 and earlier years, while the 
support of postwar military forces will cost 
vastly more than in any peacetime year prior 
to 1941, when the defense program was al- 


7. All government expenditures in 1950 and 1960, as 
originally estimated and presented in Chapter ao, are ex¬ 
pressed in dollars of 1940 purchasing power, as arc esti¬ 
mated consumption and capital expenditures. In the pres¬ 
ent chapter all estimates of future expenditures are pre¬ 
sented in terms of dollars of 1944 purchasing power on 
the assumption of a uniform 1940-1944 increase of 3a 
per cent, which was the estimated average price increase 
over this four-year period. Such an assumption is, of 
course, necessary in order to maintain an internally con¬ 
sistent picture of gross national product, but it is ad¬ 
mittedly unrealistic as a measure of the amount by which 
the unit prices and costs of specific expenditure items ac¬ 
tually increased between 1940 and 1944- The prices of 
some commodities, such as farm products, advanced much 
further than the average, while rent, for example, re¬ 
mained relatively stable. 

In spite of these difficulties, however, it seemed desir¬ 
able to present all estimates for 1950 and i960 in terms 
of an approximate price level that would probably reflect 
the situation in 1950 more closely than would the 1940 
price level. The error involved in applying a flat per¬ 
centage increase, however, is likely to be particularly large 
in the case of interest payments on government bonds. In 
Chapter 20, total government interest payments were esti¬ 
mated at $5,985,000,000 for 1950 and at $6,135,000,000 
for i960, on the basis of an average rate on all govern¬ 
ment borrowing of around 2 per cent at the time the esti¬ 
mates were made. Increasing these amounts by 32 per 
cent indicates a 1950 interest total of $7.9 billion and a 
i960 total of $8.1 billion, which would mean a rise in 
the average interest rate on government borrowing to 
about 2% per cent. Under this survey's assumptions of a 
high level of employment, production and investment, the 
interest rate is likely to rise somewhat in the future. Fur¬ 
thermore, a large proportion of the federal debt is in the 
form of short-term obligations bearing a very low rate of 
interest, and in a period of steady prosperity sound fiscal 
policy is likely to result in the replacement of a consider¬ 
able part of this debt by long-term issues bearing a higher 
rate and thus increasing the average rate on all govern¬ 
ment debt. The combined effect of these influences (in the 
absence of further increases in outstanding debt), however, 
is most unlikely to result in an interest cost of $ 7-9 billion 
by 1950, and quite unlikely to result in a cost of $8.1 bil¬ 
lion by i960. 

The "unit cost" for support of the 1950 and i960 mili¬ 
tary forces (i.e., average expenditure per member of the 
armed services), on the other hand, is likely to be much 
more than 32 per cent above the 1940 level, which tends 
to offset the probable overstatement of the rise in interest 
costs. In very approximate terms, it might be reasonable to 
assume that interest costs are overstated by from Si billion 
to $2 billion, and that the cost of supporting the military 
forces is understated by about the same amounts. This 
would mean a combined cost for interest and military 
forces of S14-15 billion in 1950 and about the same in 
i960, as shown in Table 225. These estimates of the com¬ 
bined cost of interest and support of the military forces, it 
is believed, arc more realistic than the estimates for each 
cost shown separately in Table 225. 
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ready well under way. Expenditures for vet¬ 
erans’ pensions and care will be five times as 
large as in 1941, while public transportation 
outlays —for highways, airports and water¬ 
ways— and expenditures for education and 
for health and sanitation will be substantially 
larger than in prewar years. Alone among the 
important budgetary items, welfare and cor¬ 
rection expenditures arc likely to be less than 
in 1941* because under conditions of high-level 
activity and with the spread of social insur¬ 
ance, relief payments should be greatly re¬ 
duced. 

/960 

With an estimated further rise in total gov¬ 
ernment expenditures to nearly $51 billion in 
i960, most of the important classes of expendi¬ 
ture arc expected to show at least moderate in¬ 
creases. The chief exceptions to this upward 
trend arc outlays for the military forces, which 
are estimated at the 1950 level, and expendi¬ 
tures for welfare and correction, which will be 
still lower in i960 because of the wider cover¬ 
age of social insurance. The three largest 
items in the i960 budget will again be social 
insurance, with an expected increase of $1 bil¬ 
lion over the 1950 level, interest, and support 
of the military forces. Taken together these 
three costs will total $23 billion — a smaller 
proportion of the larger i960 total than the 
$22 billion estimate for 1950. 

Expenditures for capital goods, and operat- 
ing expenditures for education and recrea¬ 
tion, for transportation, veterans’ care and 
welfare and correction, will aggregate almost 
$20 billion in i960 — a somewhat larger pro¬ 
portion of the total than the S17 billion s|Kiu 
for these purposes in 1950. The remainder of 
i960 expenditures, amounting to more than S7 
billion, will he distributed among other gov¬ 
ernment functions in much the same way as in 
! 95 o. 

d. INVENTORIES ANI) TRADE BAl-ANCE 

Consumption goods and services, private 
and public capital goods, and government 


services and noncapital goods normally ac¬ 
count for all but a very small fraction of gross 
national product. The two remaining items 
— inventory change and export balance to¬ 
gether accounted for only 2 per cent of gross 
national product in 1929 and for less than 4 
per cent in 1940. However, both these items 
arc extremely volatile in periods of rapid eco¬ 
nomic change, and unlike the three major 
components, they may fall below zero. A 
positive trade balance, or export surplus in 
our transactions with foreign countries, may 
be replaced by an import surplus, as it was 
during the late 1930’s. In periods of rising 
prices and expanding demand, business firms 
arc likely to accumulate inventories at an ab¬ 
normally rapid rate, as they did during the 
immediate postwar period, while they liqui¬ 
date inventories rapidly in periods of declining 
business. 

In periods of stable prices and moderately 
rising activity, however, inventories usually 
increase steadily in accordance with an ex¬ 
panding volume of business, while the export 
balance under such conditions should change 
only gradually. 

Our export balance in 195°* assumed as 
equal to the net outflow of American invest¬ 
ment funds to foreign countries, has been esti¬ 
mated on the basis of our foreign trade and 
investment position in i924 -, 9- s - During that 
four-year period, our export balance and net 
capital outflow —amounted to slightly less 
than one per cent of gross national product. 
On the same basis, our export balance in 19 5 ° 
would be Si .6 billion. As it is unreasonable to 
expect net capital exports to continue indefi¬ 
nitely at that rate, the "favorable balance ' for 
i960 has been estimated at Si.5 billion a 
considerably smaller proportion ol the larger 
gross national product in that year. 

These estimates necessarily imply that 
American policy and world conditions will be 
such as to permit the United States to maintain 
and expand its present position as the world’s 

X. See Chapter 21. *««■<•»' I * -«n.l .|h. tor an <'*|>jan.i- 
h„n of the basis for these estimates of the export balance 
in 1950 and 1960. 
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leading trading and creditor nation. Capital 
export, even on the diminishing scale sug¬ 
gested above, would mean a net increase dur¬ 
ing the 1950 decade of more than $15 billion 
in American foreign investment holdings, or 
about as much as the total of our long-term 
foreign investments at their peak in 1930. The 
value of our long-term investments abroad 
declined sharply during the 1930’s and stood 
at little more than $10 billion in 1940. 

The inventory increase, on the basis of ex¬ 
perience during the prosperous 1920’s,* has 
been estimated at approximately $2 billion in 
1950. With a further rise of about 14 per cent 
in the volume of business over the 1950 dec¬ 
ade, additions to inventories in i960 have been 
estimated at $2.3 billion. 

3. Needs vs. Demand in 1950 and i960 

The data briefly summarized in the preced¬ 
ing section of this chapter and presented in 
greater detail in earlier chapters are estimates 
of what the demand for (and output of) vari¬ 
ous classes of goods and services will be under 
conditions of stable prosperity in the future. 
They arc intended to show the probable com¬ 
position of the gross national product in 1950 
and i960, in terms of major groups of con¬ 
sumption goods and services bought and used 
by consumers; of public and private capital 
goods acquired by private investors and gov¬ 
ernment agencies; and of public services and 
noncapital goods provided by government. 
Although such estimates of future demand 
necessarily employ statistical techniques to 
analyze and "project" past trends and relation¬ 
ships. in the last analysis they rest upon an 
exercise of judgment as to how the American 
people arc lively to spend and invest their 
money — including what they pay in taxes and 
spend collectively through government. 

% 

9. Sc*c Simon Ku/ncts, Commodity Flow and Capital 
Formation. National Bureau of Economic Research. New 
York, 19*8. Vi 4 . 1. p. j«>8. Inventories showed an average 
anmul increase <>f a liitlc more than t.i per cent of gross 
r .".iion.il product from 1922 to 1929. The same percentage 
v mid indicate an inventory increase of about $2 billion 
for the Si “7 billion gross product of 1950. 


Nature of "Need/' 

An attempt to estimate future needs is an 
even more uncertain and difficult undertak¬ 
ing, which involves a different order of judg¬ 
ment. In the final analysis, an estimate of the 
kinds and quantities of various goods and 
services needed to provide a “standard of liv¬ 
ing at a health and decency level" for the en¬ 
tire population must rest upon someone’s 
opinion as to what constitutes "health and de¬ 
cency” in twentieth-century America. What 
we need — whether in terms of food, clothing 
or housing, of parks and playgrounds, or of 
railway equipment and public buildings — 
requires first of all an opinion as to how much 
of these necessities is required to provide an 
adequate standard of living for everyone. Be¬ 
yond this the concept of need also implies an 
opinion as to how the substandard income 
groups ought to spend their money (assuming 
that they could be provided with enough in¬ 
come to buy what they need) rather than a 
judgment as to how they will want to spend it. 

Perhaps the best evidence that the pattern 
of need docs not conform strictly to that of 
demand is the attitude of the American con¬ 
sumer with adequate income to meet cither 
needs or demands. Witness the American 
male, who prefers steak and potatoes and ap¬ 
ple pic to a better-balanced diet; the American 
female, who prefers nylons to a more adequate 
leg covering in the depth of winter; the Amer¬ 
ican family, which often prefers housing be¬ 
low the decency level to the indecency of get¬ 
ting along without a family car. We put off 
going to the dentist — an unpleasant service 
that we need — but arc careful to avoid run¬ 
ning out of cigarettes, which we want but 
don’t need. Too many of us drink milk duti¬ 
fully, but highballs gladly. As a nation we 
spend more than twice as much money for 
liquor and tobacco as for medical care; about 
the same for the movies as in support of 
the churches; and almost as much for beauty 
parlor services as for private social welfare. 
Whether wise or unwise, however, these deci¬ 
sions on the part of individuals as to how they 
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will spend their money represent their own 
opinions (expressed within the limits of their 
incomes) as to what they “need.” In a system 
dedicated to free consumer choice, it is the 
sum total of these decisions that determines 
the pattern of demand and production. 

Needs vs. Demand . 

This survey, therefore, makes no attempt to 
resolve this dilemma of needs vs. demand so 
far as those families and individuals with 
enough money to supply their minimum 
needs are concerned. However, the much- 
highcr-than-prewar levels of income and ma¬ 
terial welfare assumed for the 1950 decade 
will still leave a considerable fraction of Amer¬ 
ican families with inadequate income to buy 
enough of the necessities of life to maintain 
themselves at a health and decency level. 10 
What this survey attempts (as explained in 
preceding chapters) is to estimate: (a) the 
value of the additional quantities of consump¬ 
tion necessities, such as food, clothing, hous¬ 
ing, medical care, etc., required to bring the 
substandard consumers up to a health and de¬ 
cency level, (b) the additional investment in 
public and private capital goods necessary to 
bring about this result as well as to meet other 
capital deficiencies, and (c) the costs of sup¬ 
plying additional government services to pro¬ 
vide satisfactory community living standards 
for the entire population — all without dis¬ 
turbing the consumption patterns of those con¬ 
sumers (who are the vast majority) with in¬ 
comes sufficient to provide themselves with 
what they “need” as well as with what they 
"demand.” In other words, these estimates of 
needs arc intended to show the cost of es¬ 
tablishing a “floor” for consumption without 
in any way disturbing the “ceiling."" 

10. About 11 per cent of all consumer unio in 195 " 
will receive leu than $500 cash income (in ilollars ot 
*944 purchasing power) according to estimates shown in 
Chapter 4, section 3b. 

11. Needs for consumption goods and services are dis¬ 
cussed in Chapters 6 to 14 and summarized in Chapter 15; 
for capital goods in Chapters 17 to 19 and summarized in 
Chapter 16; and for government services in Chapter 20. 
They are briefly summarized here in terms of 1944 P'ic« 
on the assumption of an average 1940-1944 price increase 
of 3a per cent. 


a. CONSUMPTION NEEDS 

The American people can be expected to 
spend a little more than Si 16 billion for con¬ 
sumption goods and services in 1950, and $134 
billion in i960. These are estimates of con¬ 
sumer demand under the assumptions of this 
survey. To meet estimated consumption needs 
in these years, expenditures slightly in excess 
of $129 billion in 1950 and $144 billion in i960 
would be necessary. In other words, we would 
require about 11 per cent more consumers' 
goods and services in 1950, and some 7 per 
cent more in i960, to establish a "consump¬ 
tion floor" on a health and decency level for 
the entire population — without modifying 
the consumption habits of those able to live 
above the minimum level. Food accounts for 
more than 40 per cent of the $13 billion "de¬ 
ficiency" between needs and demand in 1950 
and for almost as large a proportion of the $10 
billion deficiency in i960. Housing, medical 
care, and household operation account for the 
great bulk of the remaining deficiencies in 
both years. (Sec Table 223.) 

Food 

The physiological requirements of the hu¬ 
man body for essential nutrients can be estab¬ 
lished much more accurately than for most 
other human needs. Some years ago the Na¬ 
tional Research Council after careful investi¬ 
gation developed a set of "recommended al¬ 
lowances" in terms of specific nutrients needed 
by people in different age groups and occupa¬ 
tions to provide not only a diet "sufficient to 
protect against actual deficiency disease, but a 
fair margin above this to insure good nutri¬ 
tion and protection of all bodily tissues. 1 hese 
chemical requirements have been translated 
by the Bureau of Human Nutrition and 
Home Economics of the Department of Agri¬ 
culture into a "market list" of foodstuffs for 
meals prepared at home. On this basis, it is pos¬ 
sible to estimate the cost of providing the 
minimum food requirements of those fami¬ 
lies and individuals whose incomes arc too 
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low for them to maintain a minimum stand¬ 
ard of food consumption. 

To provide nutritionally adequate “moder¬ 
ate-cost" meals for those unable to afford them 
in 1950 would cost about $5.5 billion or 
about one fifth —more than the estimated 
S27.2 billion that will probably actually be 
spent for food and nonalcoholic beverages in 
that year. With the higher levels of income in 
i960, the disparity between demand and needs 
would be reduced to about one eighth, or ap¬ 
proximately $3.8 billion. By using less expen¬ 
sive foodstuffs, adequate “low-cost" diets 
could be provided for about 20 per cent less 
than these amounts. 

These estimates of costs contemplate no 
change in the dietary habits of those with ade¬ 
quate incomes. But dietary deficiencies arc 
widespread among the upper income groups 
as well as the low. If we all ate what we 
“needed," we would consume per capita al¬ 
most twice as many leafy, green and yellow 
vegetables as in 1940. half again as much milk, 
and larger quantities of citrus and other fruits, 
and of tomatoes and other vegetables. But we 
would be just as “well olT" from a nutritional 
standpoint with much smaller quantities of 
sugars, sirups, fats and oils, anti somewhat less 
starchy food, than in A n< * ,l,is bc,,cr t,icl 
would cost us much less than we will actually 
spend for food in 1950. 

Clothing 

We shall probably be better clothed than 
fed in fjand i«/hi through the normal op¬ 
erations of the market place. Providing ade¬ 
quate clothing lor those unable to atTord it in 
K)5", with due consideration to sivial and 
psychological as well as physiological Consid¬ 
erations, would cost less than million 

more than the Si ;.<> billion estimated demand 
in that vear. 1 he deficiency would be still 
smalkr in relation to the larger amount that 
will be spent for clothes, shoes and accessories 
in !</>■». Achieving this minimum standard 
f„r the "ill clad" would obviously leave little 
lecw.iv for "display and personal satisfaction." 


but it would ensure the entire population 
against suffering in the winter and discomfort 
in the summer. 

These estimates, it must be remembered, are 
on a replacement basis, and make no allow¬ 
ance for the fact that families at the lowest 
income levels have inadequate inventories of 
clothing. To provide them with enough would 
of course be a nonrecurring cost, but it could 
easily amount to twice the annual cost of main¬ 
taining clothing standards at a health and de¬ 
cency level. 

Housing 

Although housing inadequacies have long 
been recognized, the cost of meeting needs is 
difficult to estimate. Any realistic standard of 
adequacy must recognize that running water 
and modern sewerage facilities may be desir¬ 
able in the small village or open country 
but arc vital to city living. Fuel, heating 
equipment and insulation arc obviously more 
important housing costs in Minnesota than in 
Mississippi, refrigeration is less essential in the 
Rocky Mountain states than in Florida, and 
costly fireproof construction is an essential 
safety requirement in a crowded city but much 
less necessary in a small town. 

In spite of these difficulties in establishing 
precise measures of need, the information col¬ 
lected in the 1940 Census on “state of repair 
and plumbing equipment shows clearly that a 
large proportion of our existing housing is un¬ 
satisfactory by any reasonable definition of 
adequacy. A program to correct all our hous¬ 
ing deficiencies through rehabilitation and re¬ 
placement of existing structures, and to pro¬ 
vide for a growing population, could not be 
completed before 19Go. 1 " 

Because adequate housing for the entire 
population cannot be made available by i 05 ° 
without undue sacrifice of other necessities, 
an estimate of housing deficiencies in terms of 
the current cost of “rent and imputed rent" 
for that year lacks reality. If the impossible 

1 *. A* a “capital tlm program U dbeuwed with 

oihrr capital iuoi% in xx’tion a tu!*m\ 
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could be achieved, however, the cost of sup¬ 
plying the entire population with adequate 
housing in 1950 would amount to about $2.4 
billion more than the estimated demand of 
$14 billion —the amount that will probably 
be spent for rent and imputed rent. By i960, 
with the housing construction program com¬ 
pleted, the deficiency in rent and imputed rent 
would go down sharply to $1.1 billion, com¬ 
pared with probable expenditures of $15.4 bil¬ 
lion in that year. 

Over a fourth of all housing costs consist 
of expenditures for household utilities — fuel 
and lighting supplies, gas, electricity and 
water. On the basis of a standard that would 
provide every household with electricity and 
with adequate heat, the additional cost of 
meeting these needs for those families unable 
to afTord them would amount to about $600 
million in 1950 and $560 million in i960. This 
would mean a deficiency of less than 15 per 
cent in 1950 and about n per cent in i960. 
With water now available to almost every 
household and with universal electrification 
by 1950, the normal demand for gas and water 
will probably be enough to meet needs for 
these products in both 1950 and i960. 

Household Operation 

It costs almost as much, on the average, to 
equip and operate the household as for cither 
"rent and imputed rent” or for "clothing, ac¬ 
cessories and personal care." What “ought to 
be spent to achieve “health and decency in 
household operation, however, is a question 
about which there arc bound to be wide dif¬ 
ferences of opinion, for health can be main¬ 
tained under conditions that decency would 
forbid. A minimum standard for household 
equipment and operation — even more than in 
the case of housing and clothing — depends 
more on social than physiological considera¬ 
tions. The standard for minimum needs in 
this survey therefore goes beyond minimum 
physical needs to permit "convenient and effi¬ 
cient operation of the household to meet 
American social standards and provide some 


leeway in the gratification of personal taste.” 

“Minimum needs” provides for a minimum 
amount of moderate-priced furniture, furnish¬ 
ings and bedding for a family of four; for a 
stove, an electric toaster and flat iron, a 
vacuum cleaner, a washing machine and a 
mechanical refrigerator; and for miscellane¬ 
ous household supplies such as dishes and 
cooking utensils, household tools, stationery 
and postage, and cleaning materials. Most con¬ 
troversial, perhaps, is the inclusion of tele¬ 
phone service, which accounts for over a fifth 
of the cost of operating the "standard house¬ 
hold.” 

On the whole, however, the cost of raising 
substandard households to the level of the 
standard would add less than 7 per cent, or 
about Si billion, to the estimated $15.1 billion 
demand for household equipment and opera¬ 
tion in 1950 and an even smaller proportion 
to the St7-5 billion estimated demand for i960. 
These estimates arc in terms of replacement 
cost for fairly long “life expectancies" in the 
case of furniture, furnishings and mechanical 
appliances. The nonrecurring "capital cost “ 
because of the long life expectancy for most of 
these articles, would obviously amount to sev¬ 
eral times the annual maintenance cost. 

Medical Care 

Vast advances in the field of medical care 
during the past few decades have gone far 
toward eliminating many diseases. T hey have 
reduced infant and maternal mortality, low¬ 
ered death rates, and in general brought 
health in the United States to a higher average- 
level than ever before. In spite of this great 
progress, however, many physicians arc handi¬ 
capped by lack of modern technical facilities, 
many of the more remote areas arc inaccessible 
to adequate personnel and facilities and, fi¬ 
nally. large groups of the population cannot 
afford adequate medical care. 

Some of the deficiencies in the field of medi¬ 
cal care require additional capital expenditures 
for hospital and other facilities, and an ex¬ 
panded government program is also ncccs- 
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sary. However, the greatest gaps between de¬ 
mand and need exist in the services o£ medi¬ 
cal personnel and facilities ordinarily bought 
and paid for by consumers. Here the failure 
to obtain adequate care has been found to ex¬ 
ist at all income levels, but to be most serious 
among families and individuals who cannot 
afford adequate care. 

Even if “educational barriers” to better 
medical care could be overcome, however, the 
cost of providing adequate care on the tradi¬ 
tional fcc-for-service basis would be prohibi¬ 
tive for the lowest income groups and far be¬ 
yond what the middle income groups have 
been willing to pay in the past. Studies made 
several years ago of the cost of the so-called 
Lec-Joncs "standard of annual services needed 
to supply good medical care" (exclusive of 
dental services and medical supplies) showed 
that the cost would be several times as much 
as consumers have ever spent for medical serv¬ 
ices in the most prosperous past years. 

Through an "effective form of group prac¬ 
tice and group use of medical facilities,” how¬ 
ever, adequate care could be made available at 
a great saving over present costs. Even with 
such economies, the cost of providing ade¬ 
quate care for the entire population would 
require substantially larger consumer expendi¬ 
tures than the amount that will probably be 
spent in the 1950 decade. The estimated 1950 
demand of $4.7 billion would have to be in¬ 
creased by nearly $2.2 billion to provide ade¬ 
quate care; with consumer income at higher 
levels in i960 and normal expenditures esti¬ 
mated at $5.4 billion, the deficiency between 
needs and demand would Ik reduced slightly, 
to a little more than $2.1 billion. 

Education, Religion and Welfare 

Consumer expenditures for education and 
for religion and private social welfare have 
dwindled over the years, largely because of the 
long-term expansion of public responsibility 
for education and the more recent assump¬ 
tion by government of responsibility for social 
insurance, relief and welfare. 


The government now pays more than 90 
per cent of the costs of elementary and sec¬ 
ondary schools and more than two thirds of 
higher-education costs. If the costs of the 
higher standards advocated by thoughtful and 
experienced educational leaders are to be met, 
therefore, the American people will have to 
pay for them largely in their role as taxpayers 
rather than as consumers. The minimum 
standard advocated by educators involves 10 
years of schooling for all children, which 
means the completion of the second year of 
high school in most cases, graduation from 
high school and completion of two years of 
college for half of all youths, and graduation 
from college or university for 18 per cent of 
all young people. To meet these needs would 
require a great expansion of total educational 
expenditures —mostly on the part of govern¬ 
ment — over the amount that will probably be 
spent for education in 1950 and i960. For pri¬ 
vately financed education, however, additional 
consumption expenditures of about $70 mil¬ 
lion over the probable expenditures of nearly 
Si.8 billion in 1950, and of about $80 million 
over the estimated $2 billion demand in i960, 
would be sufficient to meet educational needs 
in those years. 

Thoughtful church and welfare leaders be¬ 
lieve that the amounts that will be available 
for religious and welfare purposes in the 1950 
decade will probably fall short of meeting the 
“needs" for the services of these agencies. In 
order to meet these needs — for more, better- 
trained and better-paid personnel, and for ex¬ 
panded services and physical facilities — much 
larger expenditures would be necessary in 
1950 and i960. Probable expenditures (or de¬ 
mand) for religious and welfare purposes, 
which arc estimated at Si.6 billion in 1950, 
will probably fall short of meeting needs by 
nearly $600 million; and in i960 by more than 
$500 million. 

b. NEEDS FOR CAPITAL GOODS 

Although the concept of need is much more 
elusive in its application to capital goods than 
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to such consumer necessities as food and cloth¬ 
ing, the consumption needs summarized 
above clearly could not be supplied without a 
considerable expansion of capital facilities. 
Higher standards for housing, education and 
medical care would obviously necessitate the 
construction of more and better houses, 
schools and hospitals, not only to replace those 
that have outlived their usefulness, but to 
provide expanded facilities. The additional 
amounts of food, clothing, household equip¬ 
ment and other products needed to provide an 
adequate standard of living for the population 
would probably require a proportional in¬ 
crease in factory capacity and other productive 
facilities used to produce and distribute these 
products. Beyond this will be needs for such 
forms of “community capital" as highways 
and streets, conservation and development 
projects, and sewer and water-supply systems. 

For capital goods as a whole, both public 
and private, it is estimated that nearly $34-5 
billion would be required to meet total needs 
in 1950. As probable capital expenditures have 
been estimated at $27.7 billion in 1950, the de¬ 
ficiency of nearly $6.8 billion represents about 
24 per cent of the normal demand for capital 
goods in that year. By 1960, however, esti¬ 
mated capital needs of $37.9 billion would ex¬ 
ceed the probable demand by only $4.9 billion, 
or less than 15 per cent. (See Tables 222 and 
224.) 

Consumer Construction 
Although consumer construction is not the 
most important category of capital goods, it is 
the most closely related to the consumption 
needs discussed in the preceding section. Addi¬ 
tional outlays of about $1 billion above the 
probable expenditures of $7.2 billion in 1950 
would be adequate to meet needs in this field. 
Housing accounts for about $500 million of 
this deficiency, hospitals for S275 million and 
educational buildings for most of the remain¬ 
der. In i960, with demand estimated at nearly 
$8.3 billion and needs at $9 billion, the gap 
between needs and demand would he re¬ 


duced to less than $800 million. Residential 
and hospital construction would again ac¬ 
count for the great bulk of the deficiency. As 
these estimates of need are annual averages on 
the basis of a 15-year program designed to 
bring consumer structures up to standard by 
i960, the actual deficiencies for /950 would be 
somewhat larger than shown above. (See 
Chapter 16.) 

Productive Facilities 

Outlays for productive facilities — the struc¬ 
tures, machinery, equipment and facilities 
used to produce, transport and market com¬ 
mercial goods and services —arc normally 
about twice as large as all other capital ex¬ 
penditures. In 1950 the normal demand for 
such facilities is estimated at $18 billion, and 
in i960 at more than $21 billion. Outlays for 
manufacturing and commercial facilities, and 
for transportation (exclusive of highway con¬ 
struction) and other utilities will each make 
up more than one third of the total, while ex¬ 
penditures for agricultural and other struc¬ 
tures and equipment account for the rest. 

For productive facilities as a whole, it is es¬ 
timated that in 1950 additional expenditures 
of S2.4 billion above the estimated demand in 
that year, or a total of $20.4 billion, would be 
required to meet needs. In i960 the deficiency 
would be reduced to $1.7 billion, or to a total 
of $23 billion. Capital deficiencies in the field 
of transportation, chiefly for railways, will ac¬ 
count for more than a third of the total excess 
of needs over demand in 1950, nnt ^ f° r nearly 
40 per cent of the deficiency in i960. 

Dcvelopm ental I f or/< / 

Although developmental works normally 
account for only a small fraction of total cx- 
|>cnditurcs for capital goods, the gap be¬ 
tween estimates of "needs" and "demand in 
this field is much larger than in the case of 
cither consumer construction or productive fa¬ 
cilities. Probable expenditures for develop¬ 
mental works are estimated at $2.5 billion for 
1950 and $$.4 billion for i960; in both years 


671 


AMERICA’S NEEDS AND RESOURCES 


highway construction will account for half or 
more of the total and conservation and devel¬ 
opment projects for the bulk of the remainder. 

In order to meet capital needs in this field, 
expenditures at the average rate of $5.9 bil¬ 
lion per year would be required up to i960. 
This would mean an excess of “needs" over 
“demand” of about 135 per cent in 1950 and 
of 72 per cent in i960. Such a program in 
the case of highways would involve annual 
expenditures of $2.7 billion (compared with 
estimated demand of $1.3 billion in 1950 and 
$i.7 billion in i960), but it would provide us 
with a superlative interregional highway sys¬ 
tem, and would rebuild and improve well 
over a million miles of state highways, rural 
roads and city and town streets. 

The estimate of “needs" for conservation 
and development projects, amounting to $1.7 
billion annually (compared with probable ex¬ 
penditures of $800 million in 1950 and $1.2 
billion in i960), would result in equally lavish 
accomplishments. Expenditures of this magni¬ 
tude would vastly improve and restore our 
agricultural land, protect our forests and 
watersheds, reduce the danger of floods, im¬ 
prove our waterways and develop our poten¬ 
tial water-power resources, in addition to pro¬ 
viding parks, shore frontage and other needed 
recreational facilities. Another item in the "de¬ 
ficiency" between needs and demands is an 
urban redevelopment program estimated at 
$900 million in both 1950 and i960. Such a 
program, the cost of which might be divided 
equally between government and private in¬ 
vestors, would go far toward removing slum 
and blighted areas and making city life worth 
living. 

The standards of “need" on which these es¬ 
timates for developmental works arc based 
obviously have been on a more generous scale 
than those for food and clothing, for exam¬ 
ple. In many ways they represent a program 
that, though highly desirable, is not abso¬ 
lutely essential. The full and prompt satisfac¬ 
tion of these needs therefore docs not merit as 
high an “order of priority" as a minimum 


standard of living for such urgent necessities 
as food, clothing, shelter, education and medi¬ 
cal care. It must be remembered, however, 
that many types of developmental works — 
highways and conservation, for example — 
contribute to increased productivity, upon 
which a higher standard of living depends. 

c. NEEDS FOR GOVERNMENT SERVICES 

With public expenditures estimated at more 
than $45 billion in 1950 and nearly $51 billion 
in i960, it is obvious that government will 
play a more important role than ever before as 
a source of goods and services. About $5.6 bil¬ 
lion of the estimated total of government ex¬ 
penditures in 1950 and more than $7 billion in 
i960 consists of capital goods. The remainder 
of nearly $40 billion in 1950 and more than $43 
billion in i960 represents the probable cost of 
current operations, including "transfer pay¬ 
ments" to individuals exceeding $10 billion in 
1950 and $12 billion in i960. 

To what extent will these estimated prob¬ 
able government expenditures fall short of 
meeting the needs of the people for the goods 
and services provided by government? Any 
attempt to answer this question — perhaps 
more than in the case of other kinds of need 
— can be no more than an expression of 
thoughtful opinion as to what deficiencies in 
government service exist and as to how much 
it would cost to correct them. On the basis of 
the judgments expressed in earlier chapters of 
this report, it appears that government ex¬ 
penditures as a whole will fall short of meet¬ 
ing needs by nearly $10 billion in 1950 and by 
more than S7 billion in i960. To satisfy esti¬ 
mated needs would therefore require an in¬ 
crease of about 21 per cent over probable pub¬ 
lic outlays in 1950, but only 14 per cent in 
i960. (Sec Table 225.) 

Capital Needs 

About $3.9 billion, or about 40 per cent of 
the total deficiency in 1950, represents addi¬ 
tional public capital expenditures, and in i960 
more than a third of the total, or §2.5 billion, 
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would be used to overcome capital deficien¬ 
cies. The bulk of these added outlays would 
be spent for the program of highway con¬ 
struction and other developmental works out¬ 
lined in the preceding section of this chapter. 
Beyond this, the most important inadequacies 
for which additional public capital expendi¬ 
tures would be required arc in urban redevel¬ 
opment, hospital construction (for which an 
additional $275 million would be required to 
meet needs in 1950 and $225 million in i960), 
educational buildings, recreational facilities, 
waterways and harbors, and other public struc¬ 
tures and equipment. 

Current Operations 

In order to meet other than capital needs, it 
is estimated that general-government current 
expenditures would have to be increased from 
$39.9 billion to $45.7 billion in 1950 and from 
$43.6 billion to $48.4 billion in i960. More 
than half of the $5.8 billion disparity between 
demand and needs in 1950, and nearly two 
thirds of the i960 excess of $4.8 billion, con¬ 
sists of deficiencies in transfer payments to in¬ 
dividuals, i.c., for pensions, social insurance 
and welfare payments. The cost of fully ade¬ 
quate social insurance, as embodied in the 
Wagncr-Murray-Dingell bill, which can be re¬ 
garded as measuring maximum needs, would 
amount to $10.2 billion (allowing for a 1940- 
1944 price increase of 32 per cent), or $2.5 bil¬ 
lion more than probable social insurance ex¬ 
penditures under the existing system. In i960, 
meeting this standard of need would increase 
social insurance costs by $2.8 billion — from 
$8.7 billion to Si 1.5 billion. 

Added costs to meet welfare and correction 
needs — partly for expanded institutional care 
but largely for additional transfer payments 
for old-age assistance and aid to dc|>cndcni 
children — would account for Si.1 billion of 
the total deficiency of $5.8 billion in 1950. In 
i960, however, the deficiency for welfare and 
correction should be reduced to $6 <m> million, 
chiefly because the expansion of federal old- 
age insurance would substantially reduce the 


cost of free benefits under the federal-state old- 
age-assistance program. 

Another large item in the excess of “needs" 
over “demand" is the added current expense 
for educational and recreational services (over 
90 per cent for education), which would add 
$1.7 billion to probable expenditures of $3.7 
billion for these public activities in 1950 and 
$1.5 billion to the $4.3 billion “demand" in 
i960. 

Compared with the large items discussed 
above, other deficiencies arc small: about 
$100,000 in 1950 and $300,000 in i960 to achieve 
better standards in general administration; 
$300,000 in each year to provide better police, 
fire control and other protective services; and 
$400,000 in 1950 and $500,000 in i960 for the 
improvement and expansion of various mis¬ 
cellaneous public services. For health and sani¬ 
tation a deficiency in current operation of only 
$100,000 has been estimated for 1950, if con¬ 
sumption needs were fully supplied, but by 
i960 necessary costs for current government 
operations would be less than probable ex¬ 
penditures. In transportation the full satisfac¬ 
tion of capital expansion needs would result in 
a saving on current operations, chiefly for 
highway maintenance. Under these condi¬ 
tions, needed expenditures for current trans¬ 
portation operations in 1950 would be $100,000 
less than the probable expenditures would be 
if capital needs were not satisfied, and $600,000 
less in i960. Likewise, it has been assumed that 
fully meeting capital needs for development of 
natural resources would be accompanied by 
smaller subsidies than would otherwise be 
paid to agriculture. Under these conditions 
current expenditures to meet needs for natural 
resources and agriculture would be $100,000 
less than probable expenditures in 195° and 
$$00,000 less in i960. 

For three important categories of govern¬ 
ment expense — veterans’care, support of the 
military forces and interest on government 
borrowing, which together will probably cost 
in the neighborhood of $17 billion in 1050 anti 
i960 — no separate estimates of needs have 
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been made. In other words, it has been as¬ 
sumed that probable expenditures for these 
items will fully satisfy needs. Past experience 
shows that Congress has usually been gener¬ 
ous in satisfying veterans’ needs according to 
the standards advocated by veterans’ organiza¬ 
tions. As for the military establishment, pub¬ 
lic opinion at present and for some years to 
come will probably strongly favor sufficient 
expenditures to ensure adequate defense. In¬ 
terest is a cost determined by market condi¬ 
tions, and for obvious reasons it docs not lend 
itself to analysis in terms of needs vs. dc- 
mand. ,a 

4. Capacity to Fill Future Needs 

To satisfy the total needs outlined in the 
preceding section — for consumption goods 
and services, public and private capital goods 
and government services —would require a 
gross national product of $200 billion in 1950, 
or a 13 per cent larger volume of goods and 
services than the $177 billion which this sur¬ 
vey has assumed would be the normal gross 
output with the economy operating at high 
levels in that year. In i960, a gross national 
product of nearly $219 billion would be re¬ 
quired to supply total needs — some 8 per cent 
more dun the estimated total demand (or 
gross output) of $202 billion. 1 ' Will the ca¬ 
pacity of our agricultural land and equipment, 
the supply of our natural resources and the 
capacity of our industrial and other produc¬ 
tive facilities and of our labor force be ade¬ 
quate to supply these total needs?’* 

ij. There i* the further likelihoo,! that the "prohaMe 
e\prniliiurcs" f«>r intcrol shown in Table are an over¬ 
statement of the futmc cost of (his item for the tuv>ns 
explained in footnote 7 of thi» chapter. 

14. See Table 222 . The estimate* of the >;r«»vs national 
product required to meet total need* alvi include a small 
additional amount — Ss-io.o..n in 1950 and S; 0.000 in 
ii,>,.._i.ti the asMimption that inventory chance and the 
export balance would be inerca'cd by the same percentage 
as f..r the remainder of the gross national product, i.c.. by 
1 t prr cent in ios-» and !* per cent in 19b •. 

is. Our productive capacirv m terms of the la? or f.-rcc. 
natural lev ui.es. .lfri.ultural land ami c*n«tprn:-it and. in- 
dii'Sri.d .itiil . •tmiutiia' ta.i irics i» tlMi'vd in t'lupten 
T!ie principal finding* are buttle summarized 
lief*. See ab • Chapters 2 and 4 and Appendix :. 


a. FOOD AND AGRICULTURE 

There can be no doubt of the capacity of 
American agriculture to supply all of our do¬ 
mestic food and fiber requirements in 1950 
and i960 and leave a substantial margin for 
export needs. During the war, in spite of seri¬ 
ous labor shortages, we were able to meet 
vastly expanded requirements for civilian, 
military and lend-leasc needs by quickly ex¬ 
panding acreage under cultivation and by 
achieving further gains in output per acre and 
per worker. Indeed, the remarkable accom¬ 
plishments of our agricultural industry in the 
peak war year were nearly equal to the task of 
providing our larger 1950 population with 
best-adapted diets while still leaving an export 
surplus of 15 per cent of our total farm pro¬ 
duction. 

In 1944 (and also in 1942) agricultural pro¬ 
duction reached an all-time peak more than 15 
per cent above the 1940 volume. This was only 
partly because more land was brought under 
cultivation, for harvested acreage increased 
by only 31 million acres —from 321 million 
acres in 1940 to 352 million in 1944. The major 
factor was a continued rise in productivity, 
which was further accelerated during the war. 
Production of crops and livestock per har¬ 
vested acre in 1944 was 8 per cent larger than 
in 1940 — and almost half again as large as 
just before World War I. Even more spec¬ 
tacular was the gain in agricultural produc¬ 
tion per worker — 29 per cent from 1940 to 
1944. when it was twice as large as in the year 
before the first world war began. Some reces¬ 
sion can probably be expected from these war¬ 
time productivity records, for they were abnor¬ 
mally large because of unusually favorable 
weather conditions and the largest crops in 

Continued increases in the size of farms and 
in the use of fertilizer and mechanical equip¬ 
ment. as well as further development of bet¬ 
ter-yielding varieties of crops, will mean in¬ 
creased yields per acre and increased acreage 
and crop production per worker. If prewar 
gains in productivity (discounting the abnor- 
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mal wartime records) continue in the future, 
we would require about 360 million harvested 
acres in 1950 and a maximum of 390 million in 
i960 to supply the normal demand for food 
and fibers, to provide best-adapted diets and 
adequate clothing for those unable to afford 
them and to leave a surplus for export. All of 
this, moreover, could be achieved with a 
smaller labor force in the 1950 decade than the 
number actually engaged in agricultural pur¬ 
suits in 1940. 

Obviously there will be no difficulty in meet¬ 
ing either acreage or labor requirements in 
the future. So far as acreage is concerned, an 
increase equal to the smallest decennial in¬ 
crease between 1880 and 1930 (after which 
some farm acreage was withdrawn from culti¬ 
vation) would result in harvested cropland of 
380 million acres in 1950 and 390 million in 
i960, more than enough to meet requirements 
in both years. In the unlikely event that the 
long-term upward productivity trends fail to 
continue, we would still have more than 
enough acreage to meet requirements. Soil ex¬ 
perts estimate that out of farmland now avail¬ 
able, harvested acreage could be increased by a 
third —to 460 million acres —and that pro¬ 
duction could be increased by 50 per cent. La¬ 
bor supply presents no problem, for the larger 
future acreage can easily be handled by a 
smaller proportion of our larger future labor 
force. 

The capacity of American agriculture will 
be more than equal to the task of meeting any 
conceivable future requirements. Such difficul¬ 
ties as will confront agriculture, indeed, arc 
far more likely to arise from problems of sur¬ 
plus production rather than inadequate ca¬ 
pacity. 

b. NATURAL RESOURCES 

Whether natural resources will present a 
problem in meeting future needs for finished 
goods and services will depend not only upon 
the amount of our domestic reserves but 
upon whether political conditions in the post¬ 
war world will permit the United States anti 


other countries free access to the world's raw 
materials. The war brought home to the 
American people the fact that, although 
within our own borders we are blessed with a 
wider variety and greater abundance of natu¬ 
ral resources than any other industrial nation 
(with the possible exception of the Soviet Un¬ 
ion), we are far from self-sufficient in many 
essential industrial raw materials. 

Before the war (in 1937) we produced more 
than we consumed, and exported the surplus, 
of anthracite and bituminous coal, copper, pe¬ 
troleum, lead, sulphur, phosphate rock, molyb¬ 
denum, natural gasoline, cement and salt. We 
just about met our own needs for natural gas 
and magnesium. 

But we were almost wholly dependent on 
foreign countries for tin, nickel, asbestos and 
graphite and for antimony, manganese, 
chromite, columbium and tantalum ores. Be¬ 
tween half and three quarters of our total con¬ 
sumption of bauxite, gypsum, pyrites and 
magnesite was supplied by imports. And for¬ 
eign countries supplied us with a fifth to half 
of our requirements for mercury, vanadium, 
tungsten ore, platinum, peat and arsenious 
oxide. Among other “unfavorable balance" 
minerals, we depended on foreign supplies for 
small proportions of our total requirements 
for iron ore, zinc, bromine, feldspar, barite, 
fluorspar, talc and mica. 

The war had unfavorable effects upon most 
of our natural resources. It "chewed up" enor¬ 
mous quantities of iron, copper, lead, zinc and 
aluminum, much of which will never he re¬ 
covered for further use. The war also resulted 
in a vast consumption of petroleum, and to a 
less extent of other exhaustible mineral fuels. 
On the whole, the war left the United States 
with a depleted supply of most natural re¬ 
sources, and a critical situation so far as some 
of the most essential minerals are concerned. 
Petroleum, copper, lead and zinc "present the 
most important scarcity problems for the fu¬ 
ture.” 

However, the depletion of our supply of 
many essential natural resources should not 
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prevent the fulfillment of future needs. With 
relatively free trade throughout the world, we 
should be able to obtain the raw materials we 
need to establish a high standard of living in 
the United States. Denied free access to world 
raw materials, the United States would have 
to meet its future requirements for essential 
industrial raw materials by drawing further 
on its own dwindling reserves of high-grade 
resources, by using its abundant low-grade re¬ 
serves, at higher cost, and by developing sub¬ 
stitutes and new combinations of existing ma¬ 
terials to satisfy new demands. 

What this would entail, in the final analy¬ 
sis, is devoting a larger proportion of our 
human and material cfTort to meeting our 
raw material needs. In the past, less than 2 
per cent of the total labor force has been en¬ 
gaged in mining. If we were unable to obtain 
mineral raw materials from abroad, we might 
have to devote twice as much of our total labor 
effort to the development of domestic mineral 
resources. This would present serious prob¬ 
lems of readjustment for the mining indus¬ 
tries, but could probably be accomplished 
"without much disadvantage to the total econ¬ 
omy." On the whole, it seems clear that, al¬ 
though the war clTort accelerated the exhaus¬ 
tion of many of our most vital natural re¬ 
sources, we should not be hampered in meet¬ 
ing future needs by a shortage of raw ma¬ 
terials. 

In view of the many uncertainties regard¬ 
ing the future, however, it would seem wise 
poliev (1) to promote intensive research de¬ 
signed to develop new techniques for utilizing 
our abundant reserves of low-grade resources, 
(2) to rely on imports as much as possible in 
order to maintain our domestic reserves, and 
(0 to adopt a stock-piling program for many 
of the materials that can be stored without 
deterioration and would be vital necessities in 
the event of another war. 

C. INDUSTRIAL CAPACITY 
It was often asserted before the end of the 
war that the vast wartime expansion of our 


productive plant and equipment would 
plague our economy with a problem of sur¬ 
plus capacity for years to come. During the 
five years after the defense program began, 
we invested more than $38 billion in new pro¬ 
ductive facilities, of which manufacturing 
alone accounted for nearly $26 billion. This 
was about one fourth more than we invested 
in new manufacturing facilities during the 
entire decade of the prosperous i920*s and not 
far from half as much as the estimated re¬ 
placement value of all our manufacturing fa¬ 
cilities just before the war. If this tremendous 
wartime investment had resulted in a com¬ 
parable and balanced increase in manufac¬ 
turing capacity for peacetime products, we 
would have had more than enough capacity to 
meet normal postwar requirements. 

However, most of our wartime investment 
in manufacturing facilities was of a highly 
specialized nature, and was heavily concen¬ 
trated in “war materiel" industries, chiefly 
metal products, munitions and chemicals. Less 
than S3.5 billion was spent for new manufac¬ 
turing facilities in "civilian-type" industries, 
such as paper and printing, food, lumber, rub¬ 
ber and leather, clay and glass products, and 
textiles and apparel. 

Some of the $22 billion worth of new war 
materiel facilities — ammunition-loading and 
explosives plants, for example — are useless 
for peacetime purposes and must be written 
off as one of the inevitable costs of war. On 
the other hand, facilities for producing such 
basic materials as iron and steel, aluminum, 
copper, gasoline and synthetic rubber, if eco¬ 
nomically located, can be just as useful in 
neacc as in war. Between these two extremes 
arc such facilities as aircraft plants and ship¬ 
yards, which can be used for, or converted to, 
peacetime uses, though often only at heavy 
cost. 

How much of this total investment in 
war materiel facilities can be counted as an 
economic part of civilian factory capacity can¬ 
not be determined without an engineering 
study on a plant-bv-plant basis, but the rough 
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estimates o£ this survey indicate a peacetime 
value (allowing for write-offs and write¬ 
downs) of about $n billion for war materiel 
facilities available for civilian uses. This indi¬ 
cates that we added new facilities in these in¬ 
dustries at an average rate of about $2.2 bil¬ 
lion a year, or half again as much as the $1.5 
billion spent for new capital by the same in¬ 
dustries in the boom year 1929. Allowing for 
higher wartime construction costs, however, 
all these new facilities added less than one 
sixth to our prewar manufacturing capacity 
as measured by the $55 billion total value of 
manufacturing facilities just before the war. 

Most wartime installations for “civilian- 
type” goods arc of course useful additions to 
our peacetime capacity. In these industries, 
however, the wartime additions of $3.5 billion 
were at much less than normal peacetime 
rates. At the 1929 rate we would have added 
$64 billion of new facilities in a five-year pe¬ 
riod, and even the 1939 rate, after allowing for 
higher war construction costs, would have 
meant 25 per cent more new facilities in these 
industries than were added during the war. 
The end of the war therefore found these in¬ 
dustries, which normally account for 40 per 
cent of all manufacturing capital expendi¬ 
tures, with deficient capacity. 

More than $12 billion was spent during the 
war for nonmanufacturing facilities min¬ 
ing, railroads, transit, pipelines, electricity and 
gas, telephone and telegraph, and commercial 
structures. Virtually all of these facilities will 
be useful additions to peacetime capacity. 
Wartime expenditures, however, were less 
than normal, so that these industries, like ci¬ 
vilian-type manufacturing, found themselves 
with deficient capacity at the end of the war. 
Wartime expenditures were little more than 
half what they would have been at the 1929 
rate and (after allowing for higher war con¬ 
struction costs) even less than the $10.4 billion 
investment that would have resulted from five 
years* expenditures at the depressed 19 V) ra!c * 
The end of the war thus found us with more 
than enough productive capacity to meet nor¬ 


mal (though not immediate) postwar re¬ 
quirements for various metal and chemical 
products, but with serious deficiencies in our 
capacity to produce most other goods and 
services. Neither situation presents difficulties 
that cannot readily be overcome. It is already 
evident that the wartime bugaboo of a vast 
burden of “surplus capacity” that would 
smother our economy was a misconception of 
postwar realities. It is true that we have far 
more than enough capacity to supply peace¬ 
time needs for some products — ships and 
airplanes, for example — but to insist that we 
put it to use, merely because it exists, would 
be the same thing as insisting that we con¬ 
tinue to operate all our LST's, warplanes and 
tanks until they wear out. 

As for deficiencies in capacity, which were 
far more numerous and acute at the end of 
the war than were surpluses, the war experi¬ 
ence showed that these can be quickly over¬ 
come. In spite of a multitude of difficulties 
that do not exist at the present time, we were 
able to maintain our civilian standard of liv¬ 
ing, fight a global war and at the same time 
vastly expand our total capacity to produce the 
kinds of goods we needed to win the war. In¬ 
adequate capacity, in terms of specialized in¬ 
dustrial and commercial structures and equip¬ 
ment, can under no conceivable conditions 
present more than a temporary hindrance to 
the fulfillment of future requirements, even if 
such deficiencies were on a much larger scale 
than suggested above. 

d. LABOR FORCE 

The war experience, not only in the United 
States but in other belligerent countries, dem¬ 
onstrated that the size, quality and productiv¬ 
ity of the labor force set the ultimate limit on 
a nation’s capacity to produce. In a modern 
industrial society the size of the labor force 
can be quickly expanded by drawing on the 
labor reserve: youths who would ordinarily 
be attending school or college; wives, without 
younger children, who might be playing 
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bridge or sitting around at home; and older 
men and women who have retired. We drew 
on these labor reserves during the war, with 
the result that at the manpower peak in the 
winter of 1944-1945 there were about 7 million 
“emergency workers” in the labor force out of 
a total of nearly 64 million in military and 
civilian occupations. 

While we probably never reached our “la¬ 
bor ceiling” during the war, there are obvious 
limits to the size of the emergency labor force 
in any industrial nation. Physical strength and 
mental capacity set upper and lower age lim¬ 
its, while participation in the labor force by 
women with infants and young children is 
obviously inadvisable, and usually difficult or 
impossible. 


Labor Input 

“Labor input,” or total work done by the 
labor force, can also be increased by work¬ 
ing longer hours. During the war the average 
work-week in the United States increased 
from 43 hours in 1940 to nearly 48 in 1943, but 
declined to an average of less than 47 hours in 
1944 and less than 45 hours in 1945. Here 
again experience during both world wars 
showed that there are upper limits to the 
length of the work-week beyond which dimin¬ 
ishing returns set in because of cumulative fa¬ 
tigue, ill health and lessened productivity. 

By absorbing the unemployed and the nor¬ 
mal accessions to the labor force and by em¬ 
ploying emergency workers, the number of 
people at work was increased from less than 
47 million in 1940 to an average of more than 
63 million in 1944 and 1945. By increasing 
working hours for this expanding body of 
workers, total civilian and military “labor in¬ 
put” was increased by 46 per cent —from 105 
billion man-hours in 1940 to nearly 154 billion 
in 1944. This increase in labor input, together 
with higher prices, accounted for all. or nearly 
all. of the wartime ri^e in gross national prod¬ 
uct from less than $100 billion in 1940 to nearly 
S200 billion in 1944. 


Quality of the Labor Force 


Quality is probably just as important as 
quantity as a factor in the capacity of the la¬ 
bor force, but it is much more difficult to de¬ 
fine and explain. It has its roots partly in in¬ 
herited traits, about which authorities often 
disagree, but even more in the “institutional" 
and environmental atmosphere within which 
the individual is born and grows to maturity. 

On the physiological side, inherited phy¬ 
sique, nutrition, living conditions and the 
quality of family and medical care determine 
health, vigor and energy. We are fortunate 
that the educational and medical standards 
and high level of living in the United States 
provide high standards of maternal care and 
child welfare. 

On the intellectual side, the quality of the 
labor force is most significantly related not to 
inherited intelligence but to acquired knowl¬ 
edge and understanding about the tasks that 
must be performed. Part of this knowledge 
comes from formal education, which is car¬ 
ried further for more young people in the 
United States than in any other country of the 
world, but part also comes from everyday 
contact with the devices and practices of an 
industrial civilization. The American farm 
boy today is probably no more intelligent than 
his semiliterate great-grandfather of prc-Civil 
War days (or than Cro-Magnon man for that 
matter), but he is the “ideal army mechanic” 
because he knows how to fix a bulldozer — 
though he may never have become an expert 
horseman. “Know-how” in today’s world, 
however, goes far beyond mechanical ingenu¬ 
ity or the ability to read a blueprint. It includes 
a whole complex of social attitudes, special¬ 
ized skills and accumulated knowledge, plus 
capacity for leadership and initiative linked 
with an aptitude for cooperation and team¬ 
work in discharging the complicated tasks of a 
modern industrial society. 

The quality and the size of the labor force 
arc obviously important elements in produc¬ 
tive capacity, but the most significant deter- 
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minant of our ability to meet the expanded re¬ 
quirements of the future will be the level of 
labor productivity. This is conveniently meas¬ 
ured in terms of output per man-hour and is 
often inadequately described as “labor effi¬ 
ciency ” Some workers, to be sure, are more 
efficient than others because of better educa¬ 
tion or greater strength, intelligence and apti¬ 
tude; and efficiency can be increased by prac¬ 
tice and training. Within any particular shop 
or factory at any specific time, the energy, abil¬ 
ity and willingness of the workers, the com¬ 
petence of the management, the morale of the 
organization as a whole — and perhaps most 
important of all, the volume of business as re¬ 
lated to the capacity of the enterprise— deter¬ 
mine whether output per man-hour will be 
large or small. 

These factors can cause wide variations in 
labor productivity, but they arc chiefly short- 
run influences. Over the long run, the "effi¬ 
ciency” of the individual worker is a minor 
clement in the productivity of the labor force. 
The most cncrgciic and skillful shoemaker 
working long hours with the hand tools of a 
century ago could not remotely approach the 
productivity of today’s semiskilled operative, 
working with the aid of automatic power- 
driven machinery. Over the past century we 
have achieved a fabulous increase in output 


at the 1940 level, instead of declining further as 
assumed in this survey, gross output would be 
increased by nearly $10 billion, and the gap 
between needs and demand reduced to $13 bil¬ 
lion. If unemployment were reduced to a mil¬ 
lion or less, as at the peak of the war effort, in¬ 
stead of averaging 3 million as assumed in 
this survey, the probable 1950 gross national 
product would be augmented by an additional 
$6 billion. If the labor force grows more rap¬ 
idly than at the estimated normal rate — per¬ 
haps to 62 million instead of 60 million — 
gross product would increase by another $5-6 
billion, which would be enough to close the 
gap between needs and demand. 10 If all these 
things should happen by 1950—which seems 
unlikely —we could easily produce a gross 
product of $200 billion instead of $177 billion. 

By i960, with a gross product of $219 bil¬ 
lion required to fill estimated needs —only 8 
per cent more than the probable output of $202 
billion — the gap could be closed much more 
easily. This is especially true in view of the fact 
that this survey has assumed a slower growth 
of the labor force during the 1950 s than dur¬ 
ing the 1940 decade, and a further decline in 
working hours. Not only would the disparity 
between needs and demands be much smaller 
in i960 under these conditions, but the “slack 
in the economic system would be larger. 


per man-hour, not by working harder or more 
skillfully, but by constantly devising new and 
better machinery to augment human effort by 
the use of vast amounts of inanimate energy. 

What our labor force will be able to turn 
out in the 1950 decade depends on its size and 
on future trends in working hours, but more 
than anything else, on the extent of further 
gains in productivity. 

Output of Labor Force 

This survey's estimate of a normal gross 
output of S177 billion in 195°. “ r $-3 
less than estimated total needs of $200 billion, 
is based upon a number of assumptions about 
which there can be no certainty, l or exam¬ 
ple, if the average work-week should remain 


5. Productivity: Key to Welfare 

These arithmetic exercises, however, leave 
out of account the greatest unknown in all esti¬ 
mates of future output —the future increase 
in labor productivity. All of these estimates are- 
based on an assumed increase in output per 
man-hour during the 1940'* an< l !< ) 5 os °f 


16. This implies no assumption. of course, ‘hat a mere 
increase in Rross national product would automatically 
enable everyone to live at a health an.l decency standard. 
I his is due partly to the tact that a rise in total income 
will not necessarily be distributed m such a way as to sup¬ 
ply everyone with what ho needs to n. .mta.n a satisfactory 
standard of living, partly - the pci verity of many people 
in Mending >he.. money foe what they want rather than 
f..r wlaat someone ehe thinks they need, an.l pa.tly to the 
fact that as the average standard of living increases, we 
-ra.se our splits" ... ottiiiaiing what .s needed to provide 
a minimum standard of living at a health and decency 
level. 
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about iS per cent per decade — the average 
increase during the nine decades between 
1850 and 1940. Being an average, it may well 
be far from reality, for productivity gains have 
varied widely from one decade to another in 
the past and are likely to do so in the future. 

During the two decades immediately before 
the war, for example, the increase in output 
per man-hour was much more than 18 per 
cent, but in many earlier decades it was much 
less, and in some, productivity apparently in¬ 
creased very little. If we could increase output 
per man-hour during the present decade at the 
record rate attained during the 1930’$ (which 
seems unlikely because the 1930-1940 increase 
of 42 per cent appears to have been due to spe¬ 
cial circumstances during the depression), we 
could produce a gross national product of $212 
billion in 1950. This would be far more than 
enough to satisfy total needs as estimated in 
this survey. 

An increase at the lower rate achieved dur¬ 
ing the i92o's would mean a larger normal 
gross output for 1950 than estimated in this 
survey, but would still fall short of meeting 
needs. If we could increase output per man¬ 
hour at the average rate of the two decades be¬ 
fore the war, which seems quite possible, we 
could turn out a gross product of nearly $200 
billion in 1950, or almost enough to satisfy the 
estimated volume of needs in that year. This 
would be accomplished without changing our 
assumptions of a continued downward trend 
in working hours and a “normal” volume of 
unemployment based on past experience. 

If the 1020-1940 rate of increase in man¬ 
hour productivity should continue during the 
r050's, gross product in i960 would amount to 
$249 billion — S47 billion more than this sur¬ 
vey’s estimates of probable output (on the as¬ 
sumption of an 18 per cent increase in output 
per man-hour) and over $30 billion above esti¬ 
mated total needs in that year. 

At the other extreme, however, if we failed 
to achieve any further gains in productivity 
during the 1940's and 1950’s, our gross national 
product would be less than $150 billion in 1950 


and about $145 billion in i960 — assuming an 
expansion of the labor force and a decline in 
working hours in accordance with this sur¬ 
vey’s assumptions. 

Whatever may be our accomplishments in 
the future, the lesson of the past is clear: the 
only way to raise the ultimate ceiling on pro¬ 
duction, which is manpower, is through fur¬ 
ther increases in output per worker and per 
man-hour. Productivity is the key to future 
welfare. Within the past century we have 
achieved almost a fivefold increase in net out¬ 
put per man-hour. The net output of our econ¬ 
omy in 1944 was 27 times as large as in 1850 
— $161 billion compared with $6 billion. Yet 
our labor force at the peak of the war effort 
was less than nine times as large as in 1850 
and the total input of human labor, measured 
in man-hours worked, was less than six times 
the 1850 total. These vast gains in human wel¬ 
fare have lessened human toil. Not only did 
our grandfathers work harder than we do, but 
they worked much longer hours. At the time 
of the Civil War the average work-week was 
close to 70 hours; just before World War I it 
was still nearly as long on the farms, and more 
than 50 hours a week in nonfarm occupations. 
By 1940 it had dropped to 43 hours, and after 
the wartime increase, working hours dropped 
sharply and will probably decline still further 
over the next decade or so. 

Animate vs. Inanimate Energy 

This great progress in human "efficiency” 
and saving of human energy has been made 
possible by harnessing tremendous amounts of 
mineral energy to do the physical work that 
used to be done by men and animals, as well as 
to vastly augment human effort. It is hard to 
realize today how recently we left the horse 
and buggy age and entered the power age. A 
decade or so before the Civil War, human be¬ 
ings did more than two and a half times as 
much work as they obtained from coal and 
water power, while horses, mules and oxen 
furnished three and a half times the amount of 
“work energy" obtained from minerals and 
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from human beings together. By the end of the 
nineteenth century the work energy output 
from minerals had gready increased — from 
one billion horsepower-hours in 1850 to more 
than 30 billion in 1900—but we were still get¬ 
ting more work out of animals and men than 
out of coal, oil and water power. 17 The electric 
trolley was beginning to displace the horsecar 
in the larger cities, and a few playboys were 
fooling around with horseless carriages. But 
horses and mules still held their monopoly of 
the short-haul business in both city and coun¬ 
try and did most of the heavy work on the 
farms. 

By 1910 we were getting more than half of 
the power used in production and transporta¬ 
tion from minerals, and the heyday of the 
horse came in the World War I decade. Nearly 
24 million horses and mules were at work in 
1910 — compared with 37 million human 
workers — and the animals did about a third 
of the total amount of work done. After that, 
technological unemployment set in with a 
vengeance. The automobile in the cities, and 
soon the tractor on the farms, began to dis¬ 
place work animals, while minerals rapidly 
became the dominant source of power. By 
1940, fully 90 per cent of our energy output 
came from minerals, and only 10 per cent 
from human and animal workers combined 
— a complete reversal of the situation that 
existed before the Civil War. The trend 
toward mineral power is still going on, and 
before another decade has passed it seems 
highly probable that animals and human be¬ 
ings together will account for only a negligible 
proportion of our total work energy supply. 
(See Figure 35.) 

17. See Appendix 3*- "Work energy output.' as 
term is used here, refers to the work performed t Y 
mats and human beings plus that obtained from minerals 
(including water power), in producing the goods ami serv¬ 
ices which make up the national income, or net output 
of the economy. The "work energy” obtained from min¬ 
erals and water power refers to that portion of tm* toiai 
supply of mineral energy (estimated as one t •• « 

1900 and as a somewhat larger proportion ,or V. • . 

ades) used in performing work comparable to the P«> 
work of animals and human workers. It excludes «»a po ¬ 
tion of mineral energy used in chemical ami oilier proccs • 
ing and in providing heat and light. 


What the tremendously increased use of in¬ 
animate energy has meant in terms of national 
welfare and human effort is clear from Fig¬ 
ure 36, which compares the growth of na¬ 
tional income since 1850 with the increase in 
total man-hours worked and with estimates 
of total and mineral work energy output, 
measured in horsepower-hours. From 1850 to 
1940, national income increased more than 16 
times, while total man-hours worked increased 
less than four times. Output of mineral energy, 
on the other hand, was 260 times as large in 
1940 as in 1850. Total work energy output — 
comprising that obtained from minerals, ani¬ 
mals and human beings —closely paralleled 
the growth of national income. In other words, 
we have apparently been getting out of our 
economic system, without major variations 
from decade to decade, about as much in terms 
of finished goods and services as we have been 
putting into it in terms of total energy ex¬ 
pended. We produced our 1850 national in¬ 
come with an ••expenditure” of 17.6 billion 
horsepower-hours of work — a ratio of about 
2.8 horsepower-hours per dollar of net output. 
In 1940, with a total work energy output of 289 
billion horsepower-hours, the ratio was about 
the same.** But mineral energy (including 

,8. Although many a worker in commerce andI ind™- 
try. and especially in agriculture and construction, soil has 
«o 'work like a horse" in the traditional meaning of the 
term, power-driven machinery is now doing most of our 
work for us —from digging ditches to adding columns of 
figures. Most occupations in the United States *°*** '*' 
quire more horse sense than horsepower — and take their 
(oil in nervous exhaustion, rather than muscular fatigue. 
What human work is equivalent to in terms of ho, e- 
power-hours is impossible to estimate, anti the use ofthe 
time-honored ratio of 10 man-hours to one ho seposver 
hour undoubtedly overstates the physical contribution of 
human labor to total work energy output —and pr.d»bly 
involves a greater exaggeration today than in 850. As the 
physical work done by human beings constitutes a very 
‘small proportion of the total energy used, however, no 
great emTin the total, or in the relative importance of 
animal and mineral energy, results from * ,M,nan 

effort into horsepower-hours at the traditional ratio- 

,9. Sec Appendix Table B. In view of the many 
possible sources of error involved m estimating total work 
energy output since .850. the ratio of horse,Kiwer-hou.s of 
work per dollar of national income shown in Figure 36 
cannot Ikt taken as a very reliable estimate. I seems clear, 
however, that although the ratio of total work energyr o 
put to national income has vane,I somewhat from decade 
.lecade. it has shown no well-established persistent up¬ 
ward or downward trend over the 1850-1940 pcri.xl. 
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Figure 35. Estimated "Work Energy*’ Output From Minerals, Animals 
and Human Workers, 1850-1960 

Source: Appendix 32, Table B. 


water power), which was of negligible impor- during the past century. In 1850, about 7.4 
tancc in producing the 1850 national income, million persons worked more than 70 hours a 
had almost displaced manpower and animal week to produce a national income of $6.2 bil- 
power by 1940. jj on (j n lcrms G f purchasing power). At 

the peak of the war effort, in 1944, our na_ 
rcchnological Unemployment? tional income of $161 billion was produced by 

It would appear that “technological uncm- 63 million persons working 47 hours a week, 
ploymcnt" on a terrifying scale must have With eight and a half times the number of 
been characteristic of our industrial progress workers, we produced nearly 27 times the net 
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Ficure 36. Estimated Total and Mineral 
"Work Energy” Output, National In¬ 
come and Total Man-Hours 
Worked, 1850-1960 

Sources: Tabic 3 anil Appendix 32. (National income con¬ 
vened to 1944 prices.) 


amount of goods and services — but we used 
343 times as much mineral energy 10 do the 
job. Output per man-hour increased nearly 
five times — from less than 23 cents in 1S50 to 
nearly $1.05 in 1944- With both working hours 
and productivity remaining at the 1*5° * cvc1, 
we would have required in 1944 •' working 
force of 190 million —three times the number 
actually employed —to have produced the 
amount of goods we actually turned out in 
that year. With the shorter work-week of « 944 » 
an additional 100 million workers would have 
been required! 

This obviously reduces to an absurdity the 
whole idea of technological unemployment as 


a persistent and cumulative phenomenon in 
a dynamic economy. Resistance to the intro¬ 
duction of laborsaving machinery is under¬ 
standable, for it often results in personal trag¬ 
edy to the individuals who are displaced. Over 
the long run, however, it is only through tech¬ 
nological disemployment that material prog¬ 
ress is possible. If all the men operating canal 
boats in 1830, and livery stables in 1900, and 
other dying industries, had stayed in the busi¬ 
ness, and their sons had followed them, rail¬ 
road travel would still be a luxury that few 
people could afford and the private automo¬ 
bile a plaything of the idle rich. If the capital, 
labor and entrepreneurial talent released by 
technological progress had failed to enter and 
create new industries we would have been un¬ 
able to raise our standard of living by produc¬ 
ing more of existing goods and a fabulous va¬ 
riety of new, better and cheaper products. 

What has happened, in reality, has been 
not only a vast increase in the amount and 
variety of goods available to the population 
and a marked advance in labor productiv¬ 
ity, but also a steady expansion in the number 
and proportion of the population in gainful 
occupations and a progressive shortening of 
the work-week. With some costly and painful 
interruptions, we have 'had our cake" in the 
form of expanding full employment, and 
"eaten it” in the form of increased leisure and 
an cvcr-highcr standard of living. 

This lessening of human toil and advance¬ 
ment of human welfare has been made possi¬ 
ble by harnessing tremendous amounts of 
mineral energy to multiply human e.Tort- 
with all that this implies in terms of the appli¬ 
cation of scientific discoveries. engineering anti 
managerial skills and large-scale capita in¬ 
vestment. What these accomplishments have 
meant in terms of labor productivity is sug¬ 
gested in Figure -.7. I» '«>'>• " llcn - in A " K ' n ' 
can workman had to stork an hour on the 
average, to produce a; cents worth of goods, 
he had the help of only half a horsepower of 
energy from animals and minerals. By moo 
his hourly output was twice as large, and his 
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Figure 37. Estimated Net Dollar Output, and Animal and Mineral 
Energy Used, Per Man-Hour, 1850-1960 

Sources: Table 3 and Appendix 3*. Tabic B. (Net dollar output, or national income, per man-hour converted to 1044 
prices.) 
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effort was supplemented by nearly twice as 
much nonhuman power. Output per man¬ 
hour had risen to nearly a dollar by 1940, but 
the nonhuman energy used was now nearly 
2.7 horsepower-hours for each hour of human 
effort. By 1960, if these trends continue, we 
will be producing six times as much per man¬ 
hour as in 1850 — with each hour of human 
effort supplemented by nearly eight times as 
much nonhuman energy. 

Until the end of the nineteenth century, ani¬ 
mals were more important than minerals in 
supplementing human effort, but their con¬ 
tribution is no longer significant. With the 
rapid development of electric power and the 
internal-combustion engine since 1900, min¬ 
erals have become our dominant source of 
work energy. In 1940 we used seven times as 
much mineral energy per man-hour as in 1900 
and 70 times as much as in 1850. By i960, with 
minerals doing nearly 99 per cent of our non¬ 
human work for us, we will be using over 100 
times as much mineral energy per man-hour 
as in 1850. 

Significance of Mineral Energy 

This phenomenal increase in the use of in¬ 
animate energy, which more than anything 
else accounts for the high standard of living 
and the economic primacy of the United States 
in the modern world, is not hard to explain. 
Whether delivered as electricity to the home, 
farm or factory, produced under the hood of 
an automobile, or generated in the hold of 
the Queen Mary, mineral energy provides n 
greater concentration of power in more con¬ 
venient, compact, mobile and controllable 
form than would be conceivable with the most 
ingenious and efficient application of unlim¬ 
ited amounts of human and animal energy. 

The pyramids arc said to have been built by 
untold human sweat and sacrifice over years 
and decades, but a few battalions of Scabccs 
with their power-driven equipment, and not 
without sweat, to be sure — could do the job in 
weeks or months. The famous ‘ Borax 20 Mule 
Team,” with a maximum speed of perhaps X 


miles an hour, was probably the largest aggre¬ 
gation of animal power ever brought under 
the control of a single driver. But the frailest 
woman drives around today with three times 
as much lethal horsepower, and a potential 90 
miles an hour, under the hood. In a single day, 
the Consolidated Edison system in New York 
delivers enough electricity to do the work 
of 3 million draft horses or ten times as many 
hard-working men. The energy output of the 
Consolidated system in 1946 amounted to 
nearly 12 billion horsepower-hours — two 
thirds as much as the total work energy out¬ 
put from minerals, animals and human beings 
combined for the entire nation in 1850. And 
electric energy is delivered cleanly, instantane¬ 
ously, and in just the amount needed to drill 
a tooth or beat an egg — or to operate an elec¬ 
tric crane or a subway train in the rush hour. 

Mineral energy has many advantages over 
animals and human beings in doing the work 
of the world, but its chief advantage is that it 
costs but a small fraction of the cost of doing 
the same amount of physical work with ani¬ 
mate energy. Digging a basement for a new 
house, for example, can be done by human 
labor, as it was a few decades ago, but it would 
cost at least a dollar an hour at current rates 
of pay for unskilled labor. Using a horse would 
be much more economical, for a draft horse 
can be hired for 50 cents an hour and it can do 
at least ten times as much work as a man. In 
terms of the common denominator of horse¬ 
power-hours, therefore, manpower costs 
twenty times as much as animal energy. The 
economy in using work animals would not be 
as great as this, of course, because few horses 
arc enterprising enough to work without hu¬ 
man encouragement. Allowing for the wages 
of a man to keep a horse on the job, however, 
animal energy still costs only 10 or 15 per cent 
as much as human energy. The great economy 
of animal power has been obvious for thou¬ 
sands of years, for virtually all land transport 
and most of the heavy work on the farms not 
done by humans was done by work animals 
until the dawn of the Power Age. 
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With the advent of mineral energy, how¬ 
ever, the costs of doing physical work dropped 
to a small fraction of what was possible with 
the most efficient use of animals and men. 
Electric energy is now delivered at a cost of 
one to four cents per horsepower-hour (de¬ 
pending upon the amount used), compared 
with 50 cents for a horse and $10 for human 
energy. The use of inanimate energy to per¬ 
form the work formerly done by men and ani¬ 
mals— aside from the great new tasks that 
only mineral energy is capable of performing 
— obviously represents tremendous cost advan¬ 
tages. On the whole, animal energy probably 
costs from 30 to 100 times as much as mineral 
energy, and human energy from 300 to 1,000 
times as much. 

The great advantages and economics of this 
cheapest form of energy, and the lavish expan¬ 
sion in its use in doing the heavy work of the 
world, account for the fabulous industrial 
progress of the past century. This rapid up¬ 
ward trend in productivity and material well¬ 
being has been so long a part of our daily lives 
that it has come to be taken for granted as 
something natural and inevitable — like the 
growth of population.*"’ This assumption that 
we will in the future, as in the past, obtain 
more and more goods with less and less hu¬ 
man clTort overlooks the fact that the period 
since the beginning of the Industrial Revolu¬ 
tion has been short and unique, as human his¬ 
tory goes. It may be, as Sir Henry Clay sug¬ 
gests, that "The so-called capitalist system, so 
far from failing, has been almost too success¬ 
ful in the interests of its own survival: it has 
encouraged the great mass of our population 
to believe that the increase of wealth is easy 
and inevitable, and depends no longer on in¬ 
centives and appropriate organisation but on 
scientific research, adequate education, and 
public direction.” 21 

20. Wimos the fact (hat all future “projection*'’ of 
gross national product and national income, including the 
estimates in this survey, "assume" a steady future increase 
in labor productivity. The only quarrel among the prog¬ 
nosticators is whether the increase per decade will be to, 
15, 20 or some other per cent. 


At any rate, it is unsafe to conclude that 
modern transportation, mass production and 
the vast transformation of economic life re¬ 
sulting from the use of mechanical power dur¬ 
ing the past two centuries were the inescapable 
results of Watt’s epoch-making invention. 
After all, the Greeks of the Alexandrian pe¬ 
riod had developed a rudimentary steam en¬ 
gine, but for them it had philosophical rather 
than industrial implications." Though Watt’s 
steam engine did usher in the Industrial Revo¬ 
lution, his invention came at a time when revo¬ 
lutionary economic and cultural change had 
prepared the western world for the rapid 
spread of industrialization. 

The great change that underlay the new birth of 
industry, revolutionary in its effect though grad¬ 
ual in its incidence, was the spread to the eco¬ 
nomic order of the free spirit of inquiry, criti¬ 
cism and innovation which was simultaneously 
bringing about a revolution in religious ideas and 
in the philosophical approach to Nature. This 
untrammelled application of the free intellect to 
economic methods and organisation is, I suggest, 
primary and fundamental, because it frees enter¬ 
prise. The new entrepreneur class was able to ex¬ 
ploit invention, open up markets, devise systems 
of large-scale employment, penetrate the new 
worlds discovered by exploration, and multiply 
products, because it was no longer restrained and 
held back by class barriers, Government regula¬ 
tion of methods and type of product, or local 
guild anj municipal monopoly. 33 

Nowhere else in the world did these new 
ideological forces operate with greater vigor, 
or in a more favorable natural environment, 
or with greater results in terms of material 
welfare, than in the United States during the 
past century. The widespread acceptance of 
this new ideology provided a political and so¬ 
cial climate favorable to invention and innova¬ 
tion, to the growth of competitive enterprise, 

21. Address delivered at the Twenty-Fifth Anniversary 
Celebration of the founding of the Industrial Research De¬ 
partment of the Wharton School of Finance and Com¬ 
merce. University of Pennsylvania, January 10, 1947. 

22. Enn,rlorjrJu of the Social Science*. Macmillan 
Co.. New York, Vol. XII. p. 294. 

2j. Address, Wharton School of Finance (previously 
cited). 
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to the willingness to take risks and invest capi¬ 
tal. It thus fostered the vast capital investment 
needed to harness mineral energy and pro¬ 
vide us over the decades with more and more 
goods and leisure with less and less effort. 

There arc good reasons to believe that the 
technological progress of the past will continue 
in the future, perhaps at an accelerated rate; 
but it would be a mistake to assume that fur¬ 
ther progress is inevitable. Whether we in¬ 
crease output per man-hour during the next 
decade by 18 per cent or by some other per¬ 
centage — or not at all — will not be deter¬ 
mined by “projecting past trends." It will be 
determined, as it has been in the past, by a mul¬ 
titude of actions and decisions on the part of 
individuals: inventors, industrial managers, 
entrepreneurs, investors, workers and consum¬ 
ers. It is this collective decision, conditioned 
by their hopes and fears, expressed in the halls 
of government as well as in the market place, 
that will determine whether we will continue 
to multiply the fruits of the Power Age. 

America’s unique industrial achievements 
are the result not only of plentiful natural re¬ 
sources, favorable climate and topography, but 
to an indeterminable extent of more subjective 
factors. A skilled, vigorous population — an 
individualistic, aggressive people with an ex¬ 
troverted approach toward themselves and 


their environment —may well have been more 
crucial to our technical development than the 
objective factors of climate and resources. Con¬ 
trast the passive, fatalistic, mystical values of 
many oriental peoples with our own! 

It may also be that we as a people are 
changing our ideas and ideals. In the very 
process of producing an infinitely complex, 
technical urban society, human attitudes and 
personalities are themselves affected. Today 
we undoubtedly place more emphasis on sta¬ 
bility and security than we did a generation 
ago, and less on initiative and opportunity — 
an inevitable result of war and depression. 
This is not to say that “rugged individualism" 
is a better way of life than any other, even un¬ 
der ideal circumstances, or that further indus¬ 
trialization is the true measure of human wel¬ 
fare and progress. Hut it would be folly to 
overlook the human element in what is gen¬ 
erally conceived to be progress in industrial 
America. If it is true that our basic individual 
attitudes and values arc changing, it will surely 
affect the course of our economic development. 
Continued increases in productivity, inven¬ 
tiveness and daring in the exploitation of new 
ideas cannot confidently be anticipated with¬ 
out reckoning on the all-important subjective 
factors. In the last analysis, it is people who 
make “progress." 
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Appendix i 

Labor Force, Employment, Unemployment and Workinc Hours, by Months, 1940-1946 
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Appendix 2 


Hypothetical Reconstruction op Gross National Product on Basis op Changes in Prices, 

Employment and Working Hours, 1940-1944 
{Labor Force and Employment in Millions; Dollar Figures in Billions) 



1940 

1941 

1942 

1943 ' 

‘944 

Price level index* 

100 

106 

119 

129 

* 3 * 

Unemployment 6 

7-5 

5.0 

M 

X.Z 

0.8 

Rc-cmploymcnt of 1940 unemployed 1 * 


2.5 

5 *i 

6.5 

6.7 

Normal additions to labor force 1 * 

— 

1.2 

1.9 

2-7 

• 3-3 

Emergency workers in labor force 1 * 

— 

O.I 

2.X 

5-4 

6-3 

Average weekly hours of work 6 

43.0 

43-9 

45 - 1 

47.6 

46.7 

Average weekly hours as per cent of 1940 

100.0 

102.1 

104.9 

1x0.7 

108.6 

1940 GNP at 1940 prices 

% 97.1 

i 97 ' 

5 97.x 

* 97 * 1 

$ 97 - x 

1940 GNP at current prices 

Additional GNP due to 

97 - 1 

102.9 

115.5 

125.3 

128.2 

Re-employment of unemployed 

— 

6.9 

14.0 

x 7 .6 

18.3 

Normal additions to labor force 

— 

3-3 

5-3 

7.2 

9.0 

Emergency workers 

— 

o -4 

5-8 

* 4-9 

X 7-2 

Total additional workers 

— 

10.6 

25.x 

39-7 

44-5 

Total GNP on basis of 1940 work-week 

— 

” 3-5 

140.7 

165.0 

172.7 

Additional GNP due to longer work-week over 1940 
Total GNP 

— 

2.4 

6.9 

* 7-7 

14.9 

As computed 

— 

11 5-9 

147.6 

182.7 

187.6 

As reported 0 

97 - 1 

120.5 

, 5 x -5 

187.8 

198.7 

Difference between computed and reported GNP 


4.6 

3-9 

54 

xx.x 

Difference as per cent of computed GNP 

— 

4.0% 

2.7% 

2.8 % 

5.9% 


a. See Table 2. 

b. Sec Appendix 1 and explanatory notes. 

c. See Table 1 . 

Note: Slight discrepancies in totals are due to rounding. 






Appendix 3 






Standard or Customary Hours 

Actual Hours Worked 

Year 

Gainfully 
Occupied or 
Labor Force 
(/> 

Unem¬ 

ployed 

(2) 

Employed 

o> 

Weighted 

Average 

(4) 

Hon agri¬ 
culture 
(J) 

Agri¬ 

culture 

(6) 

Weighted 

Average 

( 7 ) 

Honagn- 
eulture 
( 8 ) 

Agri¬ 

culture 

( 9 ) 


1850 

i860 

1870 

1880 

1890 

1900 

19x0 

1920 

*93° 

1940 

1941 

1942 

1943 

1944 

1950 

i960 


77 

10.5 

12.9 

17.4 

23-3 

29.1 

37-4 

42.4 
48.8 

54- 4 

55- 7 

58.4 

62.5 
64.0 
60.0 
63.4 


(In Millions ) 

0-3 

0.4 

0.5 

0.7 

1.6 

0.6 

0.6 

3-8 

7-5 

5° 

2.4 
1.1 
0.8 

3-o 

3 -* 


7-4 

10.1 

12.4 

16.7 

22.4 

27-5 

36.8 

41.8 
45.0 

46.9 
507 

56.1 

61.4 

63.2 

57° 

60.2 


70.9 

69.5 

67.2 

66.3 
637 
617 

58.6 

53-7 
5*-3 
45-4 


42.5 

397 


Sources: Col. 1: 1850 and i860 from Colin Clark .The 
Conditions 0 / Economic Progress. Macm.llan ComfMW 
New York, .940. P. 79 : .870 «o . 9 Jo from Bureau of he 
Census, Comparative Occupation Statistics for //.<• t " " 
States. ,8 7 o-,<>40. Table II. P- « 3 . and Table XXI. p. 
100; .940 to .944 from Appendix « 95 ® *"«» » 9 6 ° 
mated as explained in Chapters a and 22. 

Col. a: 1850 to 1890. approximate judgments of unun 
ployment based on examination of varwus busmens a< 
tivity indexes, including data shown in Stud>et m bn 
prise and Social Process. National 

Board, New York. t 9 39 ; Business Annuls. Nation^ l 
reau of Economic Research. New York. *9^; ^ In 
dex of Production ami Trade in the United *' 

18jo," Board of Governors. Federal Reserve Systctn. 94 
and also on assumption that in a year of l 

perity about 7 P« cent of nonagncultural lal«c 
would be unemployed. 1900 to 19jo. estimates of me 
ployment presented in Part II. B. • able , .. 

terprise and Social Progress: I94» «•* '944. Ajnjem x 1 . 
1950 and i960, estimates of 5 |*cr cent . 

ployment at high levels of economic activity. as r 
in Chapters 2 an.l 2a. 

Col. 3: col. 1 minus col. 2. . . , „ 

Col. 4: average of col. 5 and col. 6 weighted •>.. the 
basis of approximate percentage of gainfully occur ed .n 
agriculture and in nonagriculture as reported by 
of Population and Occupati«.ns for each year. 

Col. 5: 1850 to 18H0. estimates of HJifJar.l "‘ " 
tomary hours were obtained from Wholesale /" cs 
and Transportation, Report by Mr. AhlfKli fo.m • >' • 

mittee on Finance, S. Rej*. M94. 5 -" 1 .' 

Part 1 . 189J. Table 44 . PP- * 78 - 79 ; ** 9 - 
standard hours as presented in Aldrich Rc|“»ei am 
Paul H. Douglas. Real I faxes in the United Stares /'*/'- 
/ 9 a6. Houghton M.fllm Co.. New York lov*: 

19*0 from Douglas; I 93 ‘> lr " ,n C 4,I,n " • ‘ 

of Economic Progress, p. 79; *94«». a, 1 *. ox .mat 


69.O 

66.0 

63.0 

61.8 

59.0 

57-3 

54.6 

50.4 

49-3 

44.0 


72.0 

72.0 

71.0 

71.0 

70.0 

69.0 

68.0 

63.0 

59.0 

523 


41.0 

38.0 


50.0 

48.0 


70.6 

68.7 

66.3 

65.4 

63.2 
60.9 
57-5 
5*-9 

47.2 

43.0 

43-9 

45.1 

47.6 

46.7 

40.8 

377 


68.0 

64.0 

61.0 

60.0 

58.0 

56.0 

53.0 

48.0 

44.0 

4*7 

42.7 

43-4 

45-4 

45.1 

39° 

35.6 


72.0 

72.0 

71.0 

71.0 

70.0 

69.0 

68.0 

63.0 

59.0 

523 

525 

55-5 

58.5 

54.8 

50.0 

48.0 


basest on Cohn Clark s estimate for 1937 and actual work¬ 
ing hours in nonagriculture as shown in col. 8; estimates 
for 1950 and i960 on assumption of decline of j hours 
per week for 1040-1950 and 1950-1960. as explained in 

Chapters 2 ami 22. . 

Ce»l. 6; 1H50 to 1930 estimated on basis of John A. Mop- 
kins. Changing Technology and Employment in Agricul¬ 
ture. Bureau of Agricultural Economics. May « 94 ». PP- 2 3 “ 
27: 1940 from col. 9 <»«ncc customary and actual hours in 
agriculture are assumed to be identical); ertimaie* for 
loco ami i960 on assumption of decline of about - hours 
per week for 1940—195® and 1950-1960. as explained .n 

Chapters a and 22. . , 0 

Col. 7: *850 to 1930. average of col. 8 and col. 9 
weighted on basis of percentage of gainfully occupied in 
agriculture and nonagriculture as reported by Censuses of 
Population and Occupations for each year; 194 ® estimated 
on assumption that 4 3-5 »*<«•" dtown in Append, 1 
would be reduced to 43 hours because »f Itom 

annual vacations; l 94 *-« 944 . <•••'" Appwtdtx a. '» 95 » 
based on assumption of hot time It J I 

agriculture combined of 1.7 hour*. of "lush } ,M1 » 
count for 0.8 hours (i.c.. 2-sve«k vacations for haU of the 
labor buce) and other causes It 0.9 hours; 960 
assumption of lost time It .f.nagricul.u.c and 
combined of 2 hours, of which vacations •'"-‘unt tor i.S 
hours (i.e.. universal 2-wcck vacations) and other causes 
f.,r 0.5 hours. Sec Chapters 2 ami , , 

04 . 8: 1850 «<* ■**«*• approximate .u.lgmen s of lost 
time fused on examination various buM.ios actmt■ 
.lexes (see note lor cl. -■ > ..ml on assumption that .kmu 

I.THS It agriculture assumed to be identi¬ 
cal with standard or 1.1..y hours. 

Note: Discrepancs in aslditions arc due to founding. 



Appendix 4 

Gross National Product and National Income at Current and Constant Prices, 1909-1944 
Table A. National Income and National Product, 1909-1944, at Current Prices 


Ratio of 


Year 

Cross 

National 

Product 

National 

Income 

Income 
Payments 
to Indi¬ 
viduals 

Personal 

Taxes 

Dis¬ 

posable 

Income 

Savings 
of Indi¬ 
viduals 

Consumer 

Expendi¬ 

tures 

Personal 
Taxes Plus 
Individuals' 
Savings 
to Income 
Payments 

Ratio of 
Indi¬ 
viduals’ 
Savings to 
Disposable 
Income 





(In Billions) 




(Per Cent) 

1909 

% 34-o 

$ 28.7 

% 27.9 

% *6 

* 2 7-3 

% 1.8 

$25-5 

8.6 

6.6 

1910 

3*7 

30.4 

29.6 

.6 

29.0 

2.0 

27.O 

8.8 

6.9 

1911 

36.8 

30.5 

30.1 

.6 

29.5 

2-5 

27.O 

10.3 

8.5 

1912 

38.5 

32.9 

32-2 

.6 

31.6 

1.6 

30.O 

6.8 

5* 

1913 

40.0 

34.8 

33-9 

.6 

33-3 

2-3 

3*-o 

8.6 

6.9 

*9*4 

38.5 

33-9 

33- 8 

.6 

33-2 

3-4 

29.8 

11.8 

10.2 

1915 

42.1 

37-0 

36.0 

.6 

35-4 

6.9 

28.5 

20.8 

*9.5 

1916 

47.8 

44.8 

4 2-4 

.8 

41.6 

6.8 

34- 8 

*7.9 

16.3 

1917 

59-5 

53-7 

50.9 

•9 

50.0 

9.6 

40.4 

20.6 

19.2 

1918 

65.5 

58.3 

57-5 

1.6 

55-9 

11.5 

44.4 

22.8 

20.6 

*9*9 

76.5 

68.2 

65-5 

2.0 

63.5 

10.8 

527 

19.5 

17.0 

1920 

85.0 

69.5 

68.9 

2.1 

66.8 

9.0 

57.8 

16.1 

*3-5 

1921 

68.5 

5*7 

54-9 

2.1 

52.8 

2-3 

50-5 

8.0 

4-4 

1922 

69.9 

59-5 

589 

1.9 

57.0 

5.0 

52.0 

”7 

8.8 

1923 

81.6 

69.5 

68.3 

2-4 

65.9 

8.1 

57.8 

*5-4 

12.3 

1924 

82.0 

69.1 

68.8 

2.1 

66.7 

5.8 

60.9 

11.5 

87 

*925 

86.4 

737 

72.8 

2.2 

70.6 

7.6 

63.0 

*3-5 

xo.8 

1926 

92.3 

76.6 

75.6 

2.4 

73-2 

6.9 

“•3 

12.3 

9-4- 

*927 

90.9 

75-9 

76.0 

2-5 

73-5 

7-5 

66.0 

13.2 

10.2 

1928 

93-7 

787 

7 8 * 

27 

75-4 

6.6 

68.8 

11.9 

8.8 

*929 

99-4 

83.3 

82.6 

3.0 

79.6 

8.8 

70.8 

*4.3 

IX.I 

*930 

88.2 

68.9 

73*3 

2.6 

70.7 

5.8 

64.9 

11.5 

8.2 

*93* 

72.1 

54-5 

62.0 

2-4 

59.6 


54-2 

12.6 

9* 

*932 

55-4 

40.0 

47-4 

1.8 

45.6 

2.6 

43-o 

9-3 

57 

*933 

54.8 

42.3 

46.3 

1.8 

44-5 

*7 

42.8 

7.6 

3- 8 

*934 

63.8 

49-5 

52.9 

1.9 

51.0 

3-3 

477 

9.8 

6.5 

*935 

70.8 

557 

58.6 

2-3 

56.3 

4* 

52.2 

10.9 

7-3 

*936 

81.7 

64.9 

68.1 

2.9 

65.2 

6.1 

59* 

13.2 

9-4 

*937 

87.7 

7*-5 

72.4 

3-2 

69.2 

67 

62.5 

*37 

97 

*938 

80.6 

64.2 

66.2 

3-3 

62.9 

4.4 

58.5 

11.6 

7.0 

*939 

88.6 

70.8 

70.8 

3* 

677 

6.0 

61.7 

12.9 

8.9 

*940 

97* 

77.6 

76.2 

3-3 

72-9 

7-3 

657 

*3-9 

10.0 

*94* 

120.5 

96.9 

92.7 

4.0 

88.7 

14.2 

74.6 

19.6 

16.0 

1942 

*51.5 

122.2 

1*7.3 

6.7 

110.6 

28.6“ 

82.0* 

30.1 

25.9 

*943 

187.8 

*49.4 

*43* 

*8-5* 

124.6 

33-3* 

9*-3* 

36.2 

26.7 

*944 

*98.7 

160.7 

156.8 

*9-3* 

*37-4* 

38.9* 

9 8 -5 a 

37-* 

28.3 


Sourers: 1909-1928 — National income, income payments Savings from 1909 to 1928 derived by subtracting "con* 
and disposable income are unpublished data of Bureau of turner expenditures" from "disposable income.” 

Foreign and Domestic Commerce. Gross national prod- a . Revised figures. Unrcvised figures used in other chap- 
uct and consumer expenditures (Commerce) arc based lcrj differ slightly; e.g.. for 1944 they arc (in billions): 
on unpublished Kuzncts data. disposable income. $137.5; individuals' savings, $39 91 

1919-1944 — Survey of Current Burinett. May 1942. consumer expenditures. $97.6. 
p. 12: March 1943- PP- 21-21: April 1944. PP- 13-14: Note: Slight discrepancies in additions and subtractions 

February 1945. P- 5: July >945. PP- >2-13; September arc due to rounding. 

1945. p. 18: January 1946. p. 4. 





Appendix 4 (continued) 


Table B. National Income and National Product, 1909-1944, at 1940 Prices and 1944 Prices 

(In Billions) 


Gross 

National 

Product* 


National 

Income* 


Income 
Payments so 
Individuals * 


Disposable 
Income* 


Consumer 
Expenditures * 


Price 

Level Index b 



r 

/ 940 

/944 

•940 

1944 

1940 

r 944 

1940 

1944 

1940 

1944 

1940 = 

1944 - 

Year 

Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

Prices 

too 

too 

1909 

$51.0 

$67.3 

543-0 

$56.8 

$ 4*-8 

555-2 

$ 40-9 

554 * 

838.2 

$50.5 

66.7 

50.5 

1910 

53-3 

7<>*4 

44 * 

58.3 

43.0 

56.8 

42.2 

55-7 

39 a 

51.8 

68.8 

52.* 

IQIX 

54 ° 

7*-3 

44.8 

59 * 

44.2 

58.3 

43-3 

57-2 

39.6 

523 

68.1 

51.6 

1912 

54-3 

7*.7 

46.4 

61.3 

45-4 

60.0 

44.6 

58.8 

42.3 

55-9 

7°-9 

53-7 

I913 

56.7 

74.8 

49-3 

65.O 

48.0 

63.4 

47.2 

62.2 

43-9 

57-9 

70.6 

53-5 

* 9*4 

53-7 

70.9 

47-3 

62.4 

47 * 

62.2 

46.3 

61.1 

41.6 

54-9 

7*-7 

54-3 

1915 

58.1 

76.8 

5 *.i 

67.5 

49-7 

65.7 

489 

64.6 

39-4 

520 

72.4 

54.8 

1916 

61.5 

81.2 

57-7 

76.1 

54.6 

72.0 

53-5 

70.6 

44.8 

59 * 

77-7 

5O.9 

1917 

65.1 

86.0 

58.8 

77.6 

55-7 

73.6 

54-7 

723 

44.2 

lit 

91.4 

69.2 
o, , 

1918 

61.0 

80.6 

54-3 

7*.7 

53 

70.7 

52.1 

68.8 

4 * -4 

54.6 

*° 7-3 

81.3 

, 9 X 9 

61.5 

8l.2 

54-9 

72.4 

52.7 

69.5 

5 *.i 

67.4 

42.4 

55-9 

*24.3 

94.2 

1920 

1921 

595 

53-8 

785 

71.0 

48.6 

40.6 

64.2 

53.6 

48.2 

43 * 

63.6 

56.9 

46.7 

4'-4 

61.7 

54-7 

40.4 

39.6 

53-4 

52-3 

142.9 

*27.4 

108.3 

96.5 

r\r\ r • 

1922 

1923 

1924 

58.5 

67.1 

67.2 

77.2 

88.5 

88.7 

49.8 

56.6 

65.7 

75-4 

74.8 

49-3 

56.1 

56.4 

65.1 

74.* 

74-5 

47-7 

54 * 

54-7 

63.0 

7*-5 

722 

43-5 

47-5 

49.9 

I 7 ’ 5 

62.7 

65.9 

*19.5 

121.7 

122.0 

90.5 

92.2 

924 

1925 

1926 

X 9 27 

1928 

1929 

69.1 

73.2 

73-4 

76.6 

81.3 

91.x 

96.6 

96.9 

101.1 

107.2 

58.9 

60.7 

61.3 

64.3 
68.1 

77-7 

80.2 

80.9 

84.9 

89.9 

58.2 

60.0 

61.4 
63.8 

67.5 

76.8 

79.2 
81.0 

84.3 
89.1 

56.4 

58.0 

59-4 

61.6 

65.1 

74-5 

76.6 

78-4 

81.3 

85.9 

50-4 

52.6 

53-3 

56.2 

57-9 

66.5 

69.4 

70.4 
74.2 

76.4 

125.1 

126.1 
123.8 
122.4 
122.3 

94.8 

95-5 

93.8 
92.7 
92-7 

1930 

, 93 I 

1932 

*933 

*934 

74.0 

66.5 

56.9 

59-4 

66.8 

97-7 

87.7 

75 * 

78.5 

88.2 

57.8 
50.2 
41.1 

45-9 

51.8 

76.3 

66.3 
54.2 
60.6 
68.5 

61.5 

57 * 

48.7 

50.2 

55-4 

81.2 

75-4 

64.2 

66.3 
73-2 

59-3 

54-9 

46.8 

48.3 

53-4 

783 

725 

61.8 

63.8 
70.5 

54-4 

50.0 

44 * 

464 

499 

7*.9 
65.9 

58.3 

61.3 
66.0 

119.2 

108.5 

97-4 

92.2 

95-5 

90.3 

82.2 

73.8 

69.8 

72-3 

*935 

*936 

*937 

*938 

*939 

72.3 

82.6 

85.6 
80.1 

89.3 

95-4 

109.1 

112.9 

105.8 

117.8 

56.9 

65.6 

69.8 

63.8 
7*.4 

75 * 

86.6 

92.0 

843 

94 * 

59-9 
68.9 
70.6 
65.8 
7*-4 

79.0 

90.9 
93-2 

86.9 
94 * 

57-5 

65.9 

67.5 

62.5 
68.2 

75-9 

87.0 

89.1 

82.5 

90.0 

53-3 

59.8 

61.0 

58.2 

62.2 

70.4 

789 

80.4 
76.8 
82.0 

97-9 

98.9 

102.5 

100.6 
99.2 

74-2 

74 - 9 
77-7 
76.2 

75 - 2 

*940 

* 94 * 

1942 

*943 

*944 

97 * 

**3.7 

*27.3 

*45.6 

*50.5 

128.1 
150.x 
168.0 

192.2 
*98.7 

77.6 

9*-4 

102.7 

115.8 
121.7 

102.4 

120.7 

* 35-5 

152.9 

160.7 

76.2 

87.5 

98.6 

110.9 

118.8 

100.5 

**5.4 

130.0 

1465 

156.8 

72.9 
83.7 

92.9 
96.6 

104.1 

96.2 

110.5 

122.6 
*27.5 
* 37-4 

65.7 

70.4 

68.9 

70.-8 

74-6 

86.7 

92.9 

9°-9 

93 4 
98.5 

100.0 

106.0 

119.0 
129.0 
132.0 

75.8 

80.3 

90.2 

97-7 

100.0 


a. Adjusted figures for each year obtained by deflation 
of data presented in Table A. by means of price level index. 

b. 1909-191 2 based on Carl Snyder’s index of general 
Price level as published in Review of Economic Statistics. 


February 15. « 934 . P- *5 = i 9 iJ“«W ,. 

Labor Statistics Com of Lisin* Index; 194* 10 1 944 based 
on price level index as shown in Table 2; all series ad¬ 
justed to 1940 base and 1944 base. 
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AMERICA’S NEEDS AND RESOURCES 


Appendix 5 

Derivation op Estimates of Distribution op Consumer Units, Families and Single 
Individuals, and Urban, Rural Nonfarm and Farm Consumer Units 
and of Cash Income Received by These Groups for 1950 


The data and text presented in subsections (b), 
(c) and (d) of section 3 of Chapter 4 and the 
estimates in Tables 21 to 24, inclusive, have 
been derived from Family Incomes & Postwar 
Markets, Crowell-Collicr Publishing Co., May 
1944. This publication, containing estimates made 
by J. Frederic Dewhurst, was based in large part 
on Bulletins No. 723 and 724 of the U. S. Bureau 
of Labor Statistics and Miscellaneous Bulletin No. 
520 of the U. S. Department of Agriculture, 
which presented cash income distributions for 
1941 and a recomputation on a cash basis of an 
income distribution for 1935-1936 made by the 
National Resources Committee. On the basis of 
the 1941 distributions, Family Incomes 6r Post¬ 
war Markets presents estimated income distribu¬ 
tions for the year 1947 on assumptions of "in¬ 
come payments to individuals" at "capacity op¬ 
eration of the economy” in that year as estimated 
in Markets After the War (published by the De¬ 
partment of Commerce and widely distributed by 
the Committee for Economic Development). The 
latter report estimates a gross national product 
(at 1942 prices) of Si65 billion and income pay¬ 
ments to individuals of Si31 billion at capacity op¬ 
eration in 1947. The latter estimate, after deduct¬ 
ing noncash income, as explained in Family In¬ 
comes «5r Postwar Markets, indicates an average 
cash income per consumer unit slightly in excess 
of $2,820, or 31 per cent above the average cash 
income of $2,150 per consumer unit for 1941. For 
1941, cash income distributions were available as 
a result of a joint survey conducted by the Bureau 
of Labor Statistics and the Department of Agri¬ 
culture, as indicated above. These distributions 
were "projected" to the assumed conditions of 
1947 on the basis of the 31 per cent increase in av¬ 
erage income by the method described in "Esti¬ 
mating the Size Distribution of a Given Aggre¬ 
gate Income" by David Durand in the November 
1943 issue of the Review of Economic Statistics. 

The computed average cash income per con¬ 
sumer unit for the conditions for the year 1950 as¬ 
sumed in the present survey was within a few 
dollars of the average for 1947 used in Family 


Incomes & Postwar Markets ($2,820 for 1947 as 
compared with $2,818 for 1950). The percentage 
increase from 1941 to 1950 in average cash income 
was therefore almost exaedy equal to the per¬ 
centage increase from 1941 to 1947, and for that 
reason the estimated distributions of consumer 
units and cash income by income classes would 
be virtually the same for the assumed conditions 
in each year. 

For that reason, the 1947 percentage distribu¬ 
tions have been applied to the estimated numbers 
of consumer units and the estimated aggregate 
cash income for 1950 used in the present survey, 
with the results presented in Tables 21 to 24, 
inclusive, of Chapter 4. The method by which the 
1950 estimates presented in this survey were de¬ 
rived from the 1947 results can be illustrated by 
the distributions for "families of two or more" 
and “single individuals." For 1947 the estimated 
total of 45 million consumer units included 34 
million families and 11 million single individuals. 
The estimated total cash income of the families 
was $111.2 billion, which resulted in average cash 
income of $3,280; for single individuals the total 
was $16 billion and the average $1,460. 

Applying these averages to the estimates of 35.4 
million families and 12.5 million single individu¬ 
als in 1950 used in the present survey, the esti¬ 
mated aggregate cash income of families would be 
Si 16.1 billion, and of single individuals $18.3 bil¬ 
lion. This would yield an aggregate cash income 
for both groups combined, or for all consumer 
units, of Si34.4 billion, which is $0.6 billion less 
than the $135 billion aggregate cash income as¬ 
sumed in the present survey. Adjusting for this 
minor discrepancy, aggregate cash income of 
families for 1950 would be $116.7 billion, or an 
average of $3,295; while aggregate cash income 
of single individuals would be $18.3 billion, or an 
average of $1,465. The 1950 totals for the num¬ 
ber and aggregate cash income of families and of 
single individuals were then distributed among 
income classes by the same percentages used for 
1947 in Family Incomes & Postwar Markets, with 
the results shown on the following page. 



APPENDIX 


Families of 2 or More 


Single Individuals 


Number 


Cash Income 


Number 


Cash Income 


Income Class Per Cent* Millions PerCent* Billions Per Cent- Millions Per Cent- B.ll.ons 


Total 

xoo.o 

35-4 

100.0 

Under $500 

6.8 

2.4 

.8 
_ O 

500-1,000 

x 2.1 

4-3 

2.8 

1,000-1,500 

X2.6 

4-5 

5-7 

1,500-2,000 

13.2 

4-7 

7-7 

2,000-3,000 

24.4 

8.6 

20.5 

3,000-5,000 

20.9 

7-4 

27.2 

5,000 or over 

10.0 

3-5 

35-3 


81x6.7 

100.0 

X2.5 

xoo.o 

$18.3 

•9 

23.6 

2.9 

6.2 

I.X 

3-3 

28.2 

3-5 

x 3*4 

2-5 

6.7 

x 8.2 

23 

x 7 . 7 

3-2 

9.0 

12.7 

1.6 

X 6.2 

3 -o 

23.9 

10.0 

*•3 

17.7 

3.2 

3 * *7 

5-5 

•7 

X6.9 

3 - x 

41.2 

x.8 

.2 

xx.9 

2.2 


a. As actually published in Family Incomes dr Postwar Markets, these percentages were adjusted 
slightly and rounded to the nearest one per cent. 


Aggregate cash income, average income per 
consumer unit and percentage income distribu¬ 
tions by income classes for all consumer units and 
for urban, rural nonfarm and farm consumer 
units were derived in the same way from the av¬ 
erages and distributions presented in Family In¬ 
comes £r Postwar Markets. The textual discussion 


in subsections (b), (c) and (d) of section 3 of 
Chapter 4 also follows closely the presentation in 
the above report. 

The Twentieth Century Fund acknowledges 
with gratitude the cordial permission extended by 
the Crowcll-Collicr Publishing Company for the 
use of this material in the present survey. 
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Appendix 7 (continued) 
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Appendix 8 

Consumption Expenditures in 1941 Classified According to Sensitivity to 
Changes in Disposable Income During 1929-1940 
(In Millions ) 

Insensitive Somewhat Sensitive Sensitive 
(Less than (Between 8% (More than 

8 % change and 12% change X2% change 

in expend!' in expcndi- in expendi* ' 

tura with 10% tures with 10% tures with 10% 

change in dis- change in dis- change in dis- 

Commodifies and Services Total posable income) posable income) posable income) 


TOTAL CONSUMPTION EXPENDI¬ 
TURES $80,376 $ 3 i* 7 8 7 $ 36 * 3 1 5 

A. FOOD, LIQUQR AND TOBACCO 25,296 2^69 22,851 

Food and Beveraces 


Food purchased for off-premise con¬ 
sumption 

Food produced and consumed on 
farms 

Purchased meals and beverages 4 
Retail service and amusement es¬ 
tablishments 
Hotels 

Dining and buffet cars 
Schools and school fraternities 
Institutions, clubs and industrial 
lunchrooms 
Tips 

Food furnished commercial employees 

Tobacco Products and Smokinc Supplies 

B. CLOTHING, ACCESSORIES AND 
PERSONAL CARE b 

Clothinc and Related Products 

Clothing and accessories except foot¬ 
wear 

Dressmakers and seamstresses (not 
in shops) 

Costume and dress suit rental 
Net purchases from secondhand 
clothing dealers 

Net purchases from pawnbrokers and 
miscellaneous secondhand stores 
Shoes and other footwear 
Jewelry and watches 
Luggage 

Shoe cleaning and repair 
Fur storage and repair 
Cleaning, dyeing, pressing, alteration, 
storage and repair of garments, 
n.e.c. (in shops) 

Laundering (in establishments) 6 
Miscellaneous personal services 
Watch, clock and jewelry repairs 


16,251 

— 

*6,251 

1,256 

— 

1,256 

4.382 


4,382 

498 

■ — 

498 

30 

— 

— 

* 4 * 

* 4 * 

— 

146 

— 

— 

*75 

— 

*75 

289 

— 

289 

2,128 

2,128 

— 

*i, 5<>9 

2*747 

8,049 


7»*94 

— 

7,*94 

36 

36 

— 

3 

3 

— 

4 

4 

— 

*4 

— 

*4 

*,481 

M81 


505 

— 

— 

68 

— 

— 

*45 

*45 

— 

34 

” 

“ 

479 

— 

479 

190 

*90 

— 

11 

— 

11 

70 

— 

— 


720 


**W4 

176 


30 



7*3 


5°5 

68 

34 


70 




Appendix 8 (continued) 


Commodities and Services 

CLOTHING etc. (contd.) 

Personal Care 

Toilet articles and preparations 
Barbershop services 
Beauty parlor services 
Baths and masseurs 

C. HOUSING AND UTILITIES 

Rent and Imputed Rent 

Owner-occupied nonfarm dwellings 
— space-rental value 
Tenant-occupied nonfarm dwellings 
(inc. lodging houses) — space rent 
Rental value of farmhouses 
Transient hotels and tourist cabins 
Clubs, schools and institutions 

Fuel and Lichtinc Supplies 
Lighting supplies 
Fuel (cxc. gas) and ice 
Purchased 

Produced and consumed on farms 
Household Utilities® 

D. HOUSEHOLD EQUIPMENT 
AND OPERATION * 1 

Furniture, Furnisiiincs and Equipment 
Furniture 

Products of custom establishments, 
n.c.c. 

Net purchases from secondhand fur¬ 
niture and antique dealers 
Floor coverings 

China, glassware, tableware and 
utensils 

Houscfurnishings and equipment, 

n.e.c. 

Tools 

Miscellaneous household paper prod¬ 
ucts 

Mechanical Appliances 

Refrigerators, and washing and sew¬ 
ing machines 

Miscellaneous electrical appliances 
(cxc. radios) 

Cooking and portable heating equip¬ 
ment 

Domestic Service (exc. practical 
nurses) 

Cash payments 

Value of meals furnished 


Total 

Insensitive 

Somewhat Sensitive 

Sensitive 

602 

602 



322 

322 

— 

— 

34 1 

— 

34* 


10 


10 

_ 

*3.34* 

*3.225 

116 

— 

4.4*<> 

4*4*° 

— 

— 

4.295 

4.295 

— 

— 

706 

706 

—— 


116 

— 

116 

— 

*37 

*37 



I2X 

121 

— 

— 

*.599 

*.599 

— 

— 

I06 

106 



*,851 

*,85* 

— 


10,296 

2.485 

1.607 

6,204 

*.358 

— 

— 

*.358 

32 

— 

— 

32 

l8 

18 

— 

— 

481 

— 

— 

481 

711 

7** 

— 

— 

• 

1.553 

132 

— 

— 

*.553 

*32 

226 

— 

226 

— 

602 

— 

602 

— 

284 

— 

— 

284 

3 g 5 

— 

— 

385 

918 

*99 

— 

— 

918 

199 


721 


Appendix 8 (continued) 


Commodities and Service/ 

Total 

Insensitive 

Somewhat Sensitive 

Sensitive 

Communication 

Writing equipment 

57 

— 

164 

57 

Stationery and writing supplies 

164 



Telephone 

614 

614 

_ f 


Telegraph, cable and wireless 

16 

— 

16 


Postage 

130 

13° 



Cleaninc, Repair and Maintenance 
Cleaning and polishing preparations 

488 

— 

488 

— 

Laundering (in establishments)* 1 

190 

190 



Upholstery and furniture repair 

57 

57 



Rug, drapery and mattress cleaning 
and repair 


— 

24 

— 

Care of electrical equipment (exc. 
radios) and stoves 

39 

— 

39 

— 

Express charges 

*9 

— 

*9 


Moving expenses and warehousing 

90 

90 



Fire and theft insurance on personal 
property — net payments 

20 

20 

— 

— 

Miscellaneous household operation 
services 

26 

26 

— 

— 

Financial and Lecal Expenses 

Brokerage charges and interest, and 
investment counseling 

136 



136 

Trust services of banks 

57 

57 



Bank service charges on deposit ac¬ 
counts 

73 

73 

— 

— 

Bank check collection and foreign 
exchange charges 

3 

3 

— 

— 

Safety deposit box rental 

20 

20 

— 


Money order fees 

26 

26 



Legal services 

450 

• 450 

— 

* f 

Interest on personal debt 

669 

— 

— 

669 

Classified advertisements 

29 

— 

29 

“““ 

F.. CONSUMER TRANSPORTATION 

8,601 

3.908 

1,013 

3,680 

Private Transportation 

New cars 

2 , 5=7 


_ 

2,527 

Net purchases of used cars 

142 

— 

— 

142 

Tires and tubes 

246 

— 

2 4 6 

— 

Parts and accessories 

437 

— 

— 

437 

Automobile repair, greasing, wash¬ 
ing. parking, storage and rental 

577 

— 

577 

— 

Automobile insurance — net pay¬ 
ments 

*73 

1 73 

_ 

— 

Gasoline and oil 

2,684 

2,684 

— 

— 

Public Carrier Transportation 

Street and electric railway and local 
bus 

760 

760 



Taxicab — fares and tips 

225 

— 

— 

22 5 

Steam railways — commutation 

4 1 

4 * 

— 

— 

Ferries — foot passengers 

7 

7 

— 

—— 

Steam railway (exc. commutation) 

289 

— 

— 

289 
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Commodities and Services 


Total 


Insensitive Somewhat Sensitive Sensitive 


Public Carrier etc. (contd.) 

Sleeping and parlor car — fares and 
tips 

Baggage transfer, carriage, storage 
and excess charges 
Intercity bus 
Airline 

Coastal and inland waterway 
Bridge, tunnel, ferry and road tolls 
Foreign travel 

Payments to United States vessels 
Other foreign travel expenditures 

F. MEDICAL CARE, INSURANCE 
AND DEATH EXPENSES 

Medical Care 

Drug preparations and sundries 
Ophthalmic products and orthopedic 
appliances 
Physicians 
Dentists 

Private-duty trained nurses 
Osteopathic physicians 
Chiropractors 

Chiropodists and podiatrists 
Practical nurses and midwives 
Miscellaneous curative and healing 
professions 

Privately controlled hospitals and 
sanitariums 
Insurance 

Net payments to group hospitaliza¬ 
tion and health associations 
Student fees for medical care 
Accident and health insurance net 
payments 

Mutual accident and sick-lnmcfit as¬ 
sociations — net payments 
Life insurance companies 
. Fraternal and assessment associations 

Death Expenses 

Funeral and burial services 
Cemeteries and crematories 
Monuments and tombstones 

G. RECREATION* 

Theaters, Entertainments and Amuse¬ 
ments 

Motion picture theaters 
Legitimate theaters and opera 
Entertainments of nonprofit organi¬ 
zations (cxc. athletics) 


34 

5 

164 

2 3 

2 3 

5 6 

21 

167 


5**83 

696 

262 

991 

468 

58 

44 

38 

18 

5 * 

*9 

564 


2 7 

3 

141 

25 
1 .195 
49 

3*7 

158 

59 

3742 


756 

3 * 


164 

23 

5 6 


3. 6 *5 


262 

99 * 


58 


564 


35 

723 


*.*95 

49 

3*7 

*58 


*.367 

756 

35 


23 

167 

1,465 

696 

468 

44 

38 

*9 


4 * 


59 

986 


34 

5 


21 


03 


27 


1,389 


3* 


Appendix 8 (continued) 


Com moditiet and Services 

Total 

Insensitive 

Somewhat Sensitive 

Sensitive 

Theaters etc. (contd.) 

Ticket brokers’ markup on admissions 

2 

_ 

_ 

2 

Purchase of programs 

2 

2 

— 

— 

Amusement devices and parks 

20 

— 

20 

— 

Sightseeing buses and guides 

2 

— 

2 

A 

— 

Commercial amusements, nx.c. 

8 9 


89 

— 

Spectator Sports 

Professional baseball 

21 

_ 

21 


Professional football 

3 

3 

— 

— 

Professional hockey 

4 

4 

— 

— 

Horse and dog race tracks 

*3 

— 

*3 

— 

College football 

39 

39 

— 

— 

Other amateur spectator sports 

2 3 

2 3 

* 

““ 

Readinc, Hobbies and Pets 

Reading* 

378 

.69' 

.09* 


Photo developing and printing 

26 

— 

26 

— 

Photographic studios 

86 

— 

86 

— 

Collectors’ net acquisitions of stamps 
and coins 

9 


_ 

9 

Veterinary service and purchase of pets 

29 

— 

2 9 


Flowers, seeds and potted plants 

241 

— 

— 

241 

Organizations and Clubs 

Camp fees 

30 

30 

_ 

_ 

Athletic and social clubs — dues and 
fees 

73 


73 

__ 

School fraternities — dues and fees 

*9 

*9 


— 

Fraternal, patriotic and women's or¬ 
ganizations (cxc. school and insur¬ 
ance) — net payments 

102 

102 



Luncheon clubs 

9 

9 

— 

— 

Participant Recreation 

Pari-mutuel net receipts 

65 



65 

Nonvending coin machines — re¬ 
ceipts minus payoff 

83 



83 

Billiard parlors and bowling alleys 

87 

— 

87 

— 

Dancing, riding, shooting, skating 
and swimming places 

35 

_ 

35 

_ 

Daily-fee golf courses — greens fees 

*9 

x 9 

— 

— 

Golf instruction, club rental and caddy 
fees 

45 

45 


_ 

Private flying operations 

6 

— 

6 

— 

Boat and bicycle rental, storage and 
repair 

9 

_ 

9 

__ 

Hunting dog purchase and training, 
and sports guide service 

12 

12 


— 

Radios and Musical Instruments 

Radios, phonographs, parts and rec¬ 
ords 

610 



610 

Radio repair 

36 

— 

36 

— 

Pianos and other musical instruments 

100 

— 


100 


7=4 



Commodities and Services 


Appendix 8 (continued)_ 

Total Insensitive Somewhat Sensitive Sensitive 


i,166 


Sports Equipment 

Nondurable toys and sports supplies 345 
Wheel goods, durable toys and sports 
equipment 

Boats 4 

H. PRIVATE EDUCATION 1 * 

Organized Education 

Higher education 2 ® 2 

Secondary and elementary schools 222 

Commercial, business and trade 

schools — fees 55 

Correspondence schools tees 
Other instruction (cxc. athletics) — 

fees ’ 84 

Unorganized Education 

Reading** ^ 22 

Foundation expenditures for cduca- 

tion and research 3 

Museums and libraries 

I. RELIGION AND PRIVATE SO- 
CIAL WELFARE 

Religious Bodies 759 

Social Welpare 

Personal remittances to foreign coun- 
tries . .. , 

Social welfare and foreign-relict 
agencies 

Foundation expenditures (exc. cdu- ^ 

cation and research) 5 

Political organizations ___ 

Sources: Survey ol Current Businas 

mercc, article by Louis I- Parade , anu-*y , 9 V»» l* 
7-«o; article by William H. Shaw. ]unc « > 4- ^ 

on 0-11 expenditure items included ,n , 

Paradiso and the Shaw tabulation* of ' 

tures for 1941 arc omitted here <*« ^ cinp|oy . 

These are (1) theatrical and (»> . million, 

ment a«ency fee* of $ 12.6 million * professional 
respectively, (^ employees dues am lallor 

associations of $4 4 nidhon. ( 4 ) net I ^ buMn es* 
unions of $168.7 miHion. < 5 > ,cc ' ‘ • tX ,^ n d.i«.rcs 

b. Include o C ne h half^r$jS> 5 ' million 

listed by Department of Commerce. See l ' '* 


1,014 


1,157 

759 


c Includes $965 million for electricity. $ 5*7 million for 

l "dJnc?S , Slt!r'oT»5- ■"«»- «pcndi.ure for 

'TlSjSk. 4a Per cent of the total expenditures for 
majrazincs. fMJ'vs,»apers and sheet music: books and maps: 

^.ndlrSar/nuHion fo, marine*, newspaper, and 
sheet music^*and Sa million for book rental and repair. 

E: KlTisTrccm ol toul c,p«Ji.ur« (or lmm 
n (or m.Rjrinc*. ncw.p.pcr. and 

.h^m^r.',! «-• o..Il.oo (or W ■«"*» -I re. 

i. Rooks and maps. 
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Appendix 9 

Methods Used to Estimate Industrial Production, and Probable Expenditures for 
Consumption Goods and Services and for Capital Goods, in 1950 and i960 


Estimates of effective demand, or probable ex¬ 
penditures, for 61 categories of consumption 
goods and services, presented in Chapters 5 to 
15; for 27 categories of capital goods, presented 
in Chapter 16; and estimates of 22 categories of 
industrial production, presented in Chapter 25, 
arc based on the assumption of high levels of em¬ 
ployment and income presented in Chapter 4. 
Probable expenditures for consumption goods 
and services and capital goods arc estimated in 
dollars of 1940 purchasing power, while the in¬ 
dustrial production estimates are expressed in 
terms of indexes of physical production. 

These estimates for 1950 and i960 — like all 
estimates of future quantities — arc based on the 
analysis and projection of past trends and rela¬ 
tionships. In general, three methods arc available 
for estimating future consumption or production 
on the basis of past experience: 

(1) Extension of long-term (secular) trends for 
individual categories of expenditure or pro¬ 
duction 

(2) Projection of past relationships between in¬ 
dividual production or consumption cate¬ 
gories, on the one hand, and (for example) 
gross national product or disposable income, 
on the other, to the assumed higher future 
levels for the latter 

(3) (For consumption expenditures) Calcula¬ 
tion of expenditures for assumed future pat¬ 
terns of income distribution on the basis of 
past consumption expenditures by income 
groups 

/. Extension of long-term trends. This tech¬ 
nique aims to discover a persistent and steady 
trend in the data under examination through the 
elimination or smoothing out of random and cy¬ 
clical fluctuations and the extension of the result¬ 
ing secular trends into the future. The trend may 
he measured in terms of physical volumes or quan¬ 
tities (c.g., steel production) or dollar amounts at 
current or constant prices (c.g., consumption ex¬ 
penditures for shoes), either on a total or per 
capita basis; or it may be measured in terms of 
the relative importance of a component within a 
larger class (c.g., expenditures for food as per¬ 
centage of total consumption expenditures). In 


any event, a computed trend, to be significant, 
should reveal year-to-year changes in amounts or 
percentages that are either of the same magni¬ 
tude or change in magnitude in a regular man¬ 
ner. In the estimates prepared for this survey, the 
data were analyzed to discover trends in the rela¬ 
tive importance of the various components, as 
such trends appeared to move with the greatest 
regularity of change. 

2. Correlation of relationships. This method 
estimates the future volume of production or 
consumption of various goods and services on the 
basis of past relationships between such produc¬ 
tion or consumption volumes, on the one hand, 
and gross national product, national income or 
disposable income, on the other. The method is 
based on a measurement of the extent to which 
one variable (c.g., consumption expenditures for 
food) increases or decreases with increases or 
decreases in the other (c.g., disposable income). 
As all of the statistical scries with which this sur¬ 
vey is concerned arc time series characterized by 
both cyclical fluctuations and secular trends, the 
correlation of past relationships is partly a com¬ 
parison of the fluctuations of functionally re¬ 
lated variables and partly a comparison of their 
secular trends. To the extent that they reveal 
trend relationships and to the extent that trend 
and cyclical relationships correspond, the results 
obtained by this type of analysis should be sub¬ 
stantially the same as those obtained by the sim¬ 
ple extension of past trends (as in (1J above). 

Wherever possible, correlation analysis was 
used as well as trend analysis, each supplement¬ 
ing and acting ps a check on the other. Fre¬ 
quently when one method led to alternative pos¬ 
sible estimates, the other indicated the most valid 
one. In cither case, the validity of the results is 
questionable unless the time series covers a pe¬ 
riod sufficiently long for a *sccular trend to be 
observed, or for a correlation demonstrably to 
measure more than a relation peculiar to only one 
cycle or one phase of it. The more violent the 
fluctuations, the more important it is for the time 
series to cover a long period and the more ques¬ 
tionable the results obtained from data covering 
only a short period. In some instances — particu¬ 
larly where past relationships were not clearly as- 
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certainable, where the period of observation was 
too short or where rapid technological changes 
were likely to upset past trends — the “mechani¬ 
cal results” obtained by a projection of past 
trends or by correlation analysis were modified 
by judgment as to future probabilities. 

j. Patterns of expenditure by income groups. 
This technique is applicable only to consumption 
expenditures, and cannot be used for estimating 
capital outlays, or for estimating production. 
This method requires (a) an estimate of the fu¬ 
ture (1950 and i960) pattern of the distribution 
of consumer income by income groups and (b) a 
knowledge of the proportions of income spent at 
different income levels for various kinds of con¬ 
sumption goods and services. Although this sur¬ 
vey presents estimates of cash income distribu¬ 
tion in 1950 (see Chapter 4) and some informa¬ 
tion is available as to expenditures by income 
groups for i935->93 6 and >94*. method was 
not used for estimating future consumption ex¬ 
penditures in the present survey. Implied in the 
extension of past trends is the assumption that 
such long-term changes as have occurred in in¬ 
come distribution and savings and expenditure 
patterns will Ik* projected into the future. 

1. Details of Method Used fok Consumption- 
Estimates 

The process of estimating expenditures for the 
61 kinds of consumption goods and services in¬ 
volved the following steps: (1) estimates for 1950 
and i960 of each of the 61 individual items were 
obtained through correlation with disposable in¬ 
come (as separately estimated in Chapter 4 >- 
certain items being adjusted upward to allow for 
increased consumption due to technological a« - 
vanccs; (2) these 61 items were grouped into 
9 major categories, and the resulting 7«> items 
and groups compared with estimates obtainc 
through extending the secular trend in the pro- 
portion of each of these items and groups to total 
consumption expenditures; (3) discrepancies lie- 
tween the two sets of estimates were adjusted >y 
re-examining the secular trend and the hue o 
regression, except that the upward adjustments 
due to technological advances were accepted; (4) 
finally, to make the aggregate of the items t ius 
arrived at equal to total consumption expen 1- 
turcs, as independently estimated in Chapter 5. 
further slight adjustments were made within t k 


“tolerances” allowed by the trend and regression 
lines. 

The correlation of the consumption items with 
disposable income was performed graphically, 
not mathematically. It is true that the latter 
method would have meant greater accuracy, but 
such accuracy would have been largely spurious. 

It was frequently impossible to fit a satisfactory 
line to the data for the whole period; it was then 
necessary to choose from among lines fitted to 
parts of the period the one believed to represent a 
long-term rather than a short-term relationship. 
Furthermore, fitting a straight or curved line to 
the data also involved the exercise of judgment. 
These considerations, added to the necessity of 
making subsequent adjustments as indicated 
above, meant that the mechanical accuracy of 
mathematical computation would have been 
largely dissipated in subsequent modifications of 
the estimates, and might even have been worth¬ 
less if followed blindly without the exercise of 
prior judgment in choosing the time period for 
the correlation. 

The method used was developed by Louis H. 
Bean. 1 and is illustrated in Figure A. I fere con¬ 
sumption expenditures for furniture arc related 
to disposable income of individuals for the 1909- 
1941 period. The figure is a “scatter diagram," 
with disposable income plotted along the hori¬ 
zontal axis and consumption expenditures for 
furniture along the vertical axis, both in current 
prices. A free-hand line of "best fit." or regression 
line (K-R), was drawn through the points in the 
diagram and extended to higher levels of dis- 
posable income assumed in this survey lor 1030 
and i960. This line exit nded indicates that when 
disposable income reaches $<*»•* billion (as¬ 
sumed for 1950) consumers will spend about 
Si.600.000.000 for furniture annually, ; ">d when 
disposable income reaches Si 12.1 billion (in 
1060) they will spend $1,920,000,000 annually 
for furniture. 

These results need to Ik* qualified somewhat. 
An examination of the chart shows that the 
earlier years of the period tend to fall above the 
line of average relationship, or regression line, 

"A Simplified M. t».«l «f Graphic Cumlm.-ar Cor- 
rrlalion." Anuru.n, S.M.smu! .Utoeuonr'ul . LK* 

-r 'Sc 

lllV.rkcn!" Surrey >’t Current Hu,,nest. March I-M5. 
II* 6-13. 
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Ficure A. Relation Between Consumption Expenditures for Furniture and 
Disposable Income, 1909-194 i, Extended to 1950 and i960 

Sonnet: Table 18. Appendix 4. Table A. and Appendix 6. 


while the later years tend to fall below. In other 
words, expenditures for furniture during 1909- 
1941 were marked by a trend independent 
of the relationship to disposable income indi¬ 
cated by the line of regression. This "residual 
trend" is measured in the box in Figure A by 
plotting the vertical deviations from the regres¬ 
sion line in a time series, marking the secular 
trend and extending it to 1950 and i960. The re¬ 
gression line in the main part of the chart relates 
expenditures lor furniture solely to deposable 
income. Obviously there arc other inlluencing 
factors: if not, the figures for each year of the 
period would fall exactly on the regression line. 
The residual trend merely means that these other 
factors have caused furniture expenditures to be¬ 
come gradually less important in relation to dis¬ 
posable income. On the assumption that this 


tendency will continue, the 1950 and i960 esti¬ 
mates must be reduced by the extent to which the 
trend line in the box falls below the regression 
line (represented by r-r) in 1950 and i960. 
When this is done the estimates are reduced 
slightly to $1,550,000,000 in 1950 and $1,850,- 
000,000 in i960, as shown in the main part of the 
chart. 2 

2. In so far as the repression line shows how one vari¬ 
able fluctuates with fluctuations in another, further relat¬ 
ing the deviations to time and drawing a line of average 
relationship (as in the box in Figure A) shows a multiple 
correlation, with other factors tending to depress future 
furniture expenditures below what is indicated by a con¬ 
sideration of disposable income alone. In so far as the re¬ 
pression line in the main part of the chart indicates the 
relationship between two secular trends, however, the 
trend line in the box is simply a correction of the line in 
the main part of the chart. That is to say, if the line of re¬ 
lationship had not been an averape for the whole 1909- 
1941 penod but had followed the contours of the data a 
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Source/: Table .8. Appendix 4. Table A. and Appendix 6. 

In Figure B the two variables arc disposable 
income and expenditures for household me¬ 
chanical appliances. Here the rcgrcss.on line is a 
much “poorer fit” to the annual data than in 
Figure A, but in this case the figures for the 
1920's tend to fall below the line and those lor 
the 1930's above. This indicates —as confirmed 
by the time-trend line in the box — that it the in¬ 
fluence of income were eliminated, expenditures 
for household mechanical appliances would tend 
to increase. That is to say, there is a tendency or 
the ratio of this type of expenditure to disposable 
income to increase. Consumption expenditures 
for household appliances will therefore lend to 
increase to a greater extent than might l>c tx ' 

little more closely, two lines instead «f one would 
been needed - a concave curve for the n^nt.js 
straight line for the thirties. When extended. !-• 
pass through the lower points for 195° 3,,J ,v "** 


pcctcd from the increase in disposable income. 

In Figure B, as in Figure A, the data might be 
separated into two periods (1919-193 0 and 
1031-1940) and separate trend lines drawn for 
each. There is also a choice of drawing straight 
or curved lines, and of including 1909 and 1914 
or disregarding those years entirely. \\ hatever is 
done, the results will l>c somewhat different, but 
the extended lines in any event will not be far 
from the upper points for 1950 and i 9 (>o shown 
in Figure B. 

Figure C. however, gives an instance where 
the choice of one time period for projection yields 
far different results from another period. W hen 
"rent and imputed rent ’ is related to disposable 
income, the lines of regression for the 1920$ 
(R-i) and for the .Ojo’s (R-3> *'C 
mately parallel, yet indicate rent expenditures 
more than $2 billion apart. Even when a line is 



Ficure C. Relation Between Rent and Imputed Rent and Disposable Income, 
i909-1941, Extended to 1950 and i960 


Source/: Tabic 18. Appendix j. Table A, and Appendix 6. 


drawn between these two lines to represent a line 
of "average relationship" for the whole period 
(R-2), the deviations plotted in the box show no 
trend or correlation with other factors. This 
leaves a choice of extending the line of the 1920*5 
or of the i93o’s, or some line in between. 

In order to choose among these possibilities, 
the technique of extending secular trends is uti¬ 
lized. In Figure D the percentages of rent and 
imputed rent to total consumption expenditures 
arc plotted as a time series, and a trend line is 
drawn through the data and extended to 1050 
and i960. This line is a slightly concave curve 
and indicates ratios of around 12 per cent in 
1950 and 11.3 per cent in i960, or S10.6 billion 
and Si 1.7 billion, respectively. This suggests the 
choice of the line of regression for the 1930’$ 
(R-3) from among the three possibilities in Fig¬ 


ure C. When extended to the levels of disposable 
income assumed by this survey for 1950 ($96.8 
billion) and i960 ($112.1 billion), it indicates ex¬ 
penditures for rent of $10.6 and $11.7 billion, 
respectively. The fact that this line (R-3) passes 
through the years 1909 and 1914 helps to con¬ 
firm these estimates as representing the long-term 
trend or relationship. 

Fitting the trend line in Figure D is obviously 
to a considerable degree a matter of judgment. 
The line of best fit is not always the most suit¬ 
able for purposes of extrapolation. For example, a 
straight line fitted to the data would have yielded 
much smaller ratios of rent to consumption ex¬ 
penditures for 1950 and i960 than indicated by 
the concave curve. This would have meant a dol¬ 
lar volume of outlays for rent lower than indi¬ 
cated by any possible regression line in Figure C. 
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Source: Appendix 7. 

Thus the two methods provide a check on each 
other. 

This is the real reason for using the first 
method (correlation). Compared with the sec¬ 
ond one (extension of trend) it is cumbersome 
and complicated. When estimating beyond the 
range of observation, as here, it is all too easy to 
go astray. Using two different (though ultimately 
related) techniques makes it possible to compare 
and correct the results of one with those of the 
other. 

As already indicated, the results obtained 
through the use of these two techniques were in 
some instances modified to allow for rapid 
changes in consumption habits due to technical 
advances. Such adjustments were made in only 
two instances: to allow for the effects of increased 
plane travel and expanding use of television. It 
was assumed that by i960 private flying would 
be well established, but primarily as a supple¬ 
ment to, rather than a replacement of. auto travel. 
The expansion of private flying will require ad¬ 
ditional outlays for parts, repair, maintenance, 
gas and oil. Consequently, each of the private 
transportation expenditure items was adjusted 
upward, above the levels obtained by means ol 
the "mechanical” techniques. Commercial air¬ 
line travel will, of course, also expand by leaps 
and bounds. Since this will tend to replace travel 
by rail and intercity bus, a downward adjust¬ 
ment was made in the estimated outlays for these 


items. The estimates for foreign travel were in¬ 
creased to allow for the expected development 
of moderate-cost travel to foreign countries by 
air. Similarly, increases were made in the esti¬ 
mates for theaters, entertainments and amuse¬ 
ments, as well as for radios and musical instru¬ 
ments, to allow for expanded use of television. 

The 1950 and i960 estimates for the 61 items 
of consumption expenditures and for the 9 
groups arc shown in Table A. Dollar amounts 
(in dollars of 194° purchasing power) arc shown 
in columns 1 and 2, percentage distributions in 
columns 3 and 4. and the percentage increases 
over 1940 in columns 6 and 7. Columns 8 and 9, 
with accompanying footnotes, give details as to 
methods used in estimating expenditures. 

2. Details of Method Used for Capital 
Facilities Estimates 

Expenditures for capital facilities tend to flue- 
tuatc much more widely than other types of ex¬ 
penditures. This makes it difficult to derive esti¬ 
mates based on past trends and relationships. As 
Figure E indicates, secular trends and the rela¬ 
tionships applicable to a condition of stable high- 
level employment are hard to discover amid the 
cyclical variations. Here two sets of data arc 
plotted against gross national product in a scatter 
diagram. The first consists of annual outlays for 
capital facilities during 1921-1940; the second. 
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Table A. Estimated Consumption Expenditures, 1950 and i960 
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AMERICA'S NEEDS AND RESOURCES 


of io-year average outlays for capital facilities for 
the period 1879-1938. 

The chart shows four different relationships 
between the movement of capital facilities ex¬ 
penditures and gross national product, depend¬ 
ing on the period of time considered. The boom 
years 1921-1929 fall along the curved line in the 
chart. On the other hand, the years 1929-1933 
of cyclical downturn fall along the short-dash 
line (though the fit is not very good). A still dif¬ 
ferent pattern emerges during the 1933-1940 
cyclical upswing, as shown by the long^dash 
line. Each one of these extended to the 1950 and 
i960 gross national product assumptions of the 
survey yields different estimates of outlays for 
capital facilities. The 1879-1938 data were 
plotted in an attempt to discover whether there 
was any long-term relationship independent of 
the cyclical ones. These data fell along the solid 
straight line, except for the war and depression 
decades. Estimates derived from extending this 
line are more valid than those derived from the 
other three lines, which were based on much 
shorter periods. 

The difficulty may be further illustrated by 
comparing the ratios of capital facilities outlays 
to gross national product over a period of time. 
Annual data for 1921-1940 (see Figure 18 and 
Appendix 22) show the ratio fluctuating be¬ 
tween 16 and 19 per cent during most of the 
1920's, never reaching 15 per cent after 1930, and 
declining to about 8 per cent in the depth of the 
depression in 1933. Amidst such extreme cyclical 
variations, the long-term trend is difficult to dis¬ 
cern. But when data from 1879 to 1938 are used, 
there appears to l»c a downward secular trend in 
the ratio. (Sec Table 131.) Unfortunately, data 
for such a long period are not available for the 
separate components of capital facilities. For the 
most part they are available only for the period 
beginning with 1920. 

Once expenditures for total capital goods were 
estimated (as explained in Chapter 16), the next 
step was to break them down as between produc¬ 
tive and “other" (developmental and consumer 
construction combined) facilities. This was done 
by relating each of these major components to 
the total in a scatter diagram, and by determining 
the secular trend in the ratio of each to the total. 
The regression lines in the former and the secular 
trend lines in the latter were then extended to the 


years 1950 and i960, and the results checked with 
each other. 

The final step was to estimate each of the 27 
individual types of capital facilities. An attempt 
was made to correlate them with the major cate- 
gory (productive facilities or “other”) to which 
they belonged. This was done in the hope that 
this relationship would be found to be closer than 
that to broader and more remote totals like gross 
national product or even capital facilities as a 
whole. But the attempt usually failed, results 
being less satisfactory than in Figure E. With 
items so unstable, the period was too short to re¬ 
veal any clear relationship between their move¬ 
ment and that of- a broader category. Nor was it 
possible to use a long period as in Figure E, be¬ 
cause of the lack of detailed data. 

The method of extending secular trends in the 
ratio of each of the 27 components to the total 
proved much more fruitful. While the absolute 
amounts spent on the individual items used in 
the correlation technique fluctuated widely and 
difTcrcndy from the other variable, the ratios in 
the secular trend technique tended to be more 
stable. True, they fluctuated, but about a dis¬ 
cernible level from which any change could usu¬ 
ally be observed. There were some items, like ex¬ 
penditures for telephone facilities and farm 
buildings and machinery, where a check with the 
correlation method was possible; but there were 
more where this could not be done. 

The ratios were plotted in a time series and 
the line of secular trend determined. The short 
time period for which data were available (1921- 
1940) made it difficult to disentangle changes due 
to cyclical or periodic influences from those due 
to longer-term trends. Railroad expenditures pro¬ 
vide an illustration of this problem. In the 1920*5 
the ratio fluctuated around 8 per cent of total 
productive facilities; then it dropped abruptly 
and in the 1930’$ reached 5 per cent. Which of 
these was acceptable for 1950 and i960? As ex¬ 
plained in Chapter 17, “In the light of prospec¬ 
tive outlays in the reconversion period and of 
likely future traffic, the ratio of the 1920’s would 
produce too high a dollar volume of capital out¬ 
lays.” Such “judgment decisions” are explained 
in Chapters 16 and 17. In many cases, the plotted 
time scries was characterized by an upward or 
downward bulge during the depression of the 
1930's. For purposes of determining secular 
trends this was disregarded. When estimates were 
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obtained for all the items, the difference between 
the sum of the individual productive facilities 
and the independently arrived at total was put 
into the “other” category; but the consumer and 
developmental construction items had to un¬ 
dergo slight adjustments within the tolerances 
allowed by the trend lines in order to make them 
add up to the total. 

The estimates for all the capital facilities items 
are shown in Table B, which follows much the 
same pattern as Table A. 

3. Details op Method Used for Production 
Estimates 

Industrial production estimates, unlike those 
for consumption and capital facilities expen i- 
tures, arc not vital to the scheme of this surscy. 


They are used simply to give some indication of 
the relation between the expected level ot the var¬ 
ious types of industrial activity under high-level 
employment assumptions in 195 ° and , “°°* and 
capacity as measured by wartime output. 

The data used are index numbers or other 
measures of physical production covering the in- 
terwar period, or the period since 1923. (Sec 
Chapter 25.) As it was not possible to add up the 
separate items and determine the percentage dis- 
trilmtion of components, the data lent themselves 
only to the correlation method. This method was 
used in the manner already described: by means 
of a scatter diagram, individual items were 
plotted against deflated national income or gross 
national product (whichever ap|>cared most suit¬ 
able); a line of average relationship was drawn 
through the points and extended to 1950 and 
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Appendix 9 (continued) 

Table B. Estimated Expenditures por Capital Goods, 1950 and i 
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i960; and the resulting estimates for these years 
raised or lowered in accordance with the trend (if 
any) in the deviations from the line of average 
relationship. 

Despite the impossibility of using the method 
of marking and extending the secular trend in 
ratios, a check was still possible for most of the 
manufacturing items and for construction. This 
was obtained by plotting the data (in absolute 
amounts) in a time scries on semilogarithmic 
graph paper, determining the secular trend and 
projecting it to 1950 and i960. As, however, these 
amounts were particularly unstable during the 
period under consideration (more so than ratios 


might have been had they been possible to calcu¬ 
late), different data covering a longer period were 
used. For manufacturing, these were from Solo¬ 
mon Fabricant, The Output of Manufacturing 
Industries, 1899-1937, National Bureau of Eco¬ 
nomic Research, New York, 1940, Table 5, pp. 
60-61. (These series were not used for the cor¬ 
relations because satisfactory gross national prod¬ 
uct and national income data on an annual basis 
are not available for the early period.) For con¬ 
struction, the 10-ycar average data from Kuznets’ 
Uses of National Income in Peace and War, 
which were used in the correlation, were sub¬ 
jected to the secular trend treatment. 
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APPENDIX 


Appendix io 

Methods of Estimating Food Requirements 1 


In order to estimate the dietary response of con¬ 
sumers to changes in the conditions of production 
and distribution, it is necessary to assume that cer¬ 
tain relationships arc stable and not subject to 
change over relatively short periods of time. 

The basic assumption underlying the estimates 
in Chapter 6 of quantities of food consumed is 
that food consumption remains unchanged un¬ 
der the same price structure for each income level, 
so long as the distribution of families by size and 
by urban and rural residence remains the same. 
Changes in food consumption, then, arc forecast 
in these estimates on the basis of anticipated 
changes in the distribution of families by income 
level, size, and urban or rural residence. The dis¬ 
tribution of quantities of food consumed per cap¬ 
ita was assumed to bear a constant relation to the 
average for each size of family within each in¬ 
come bracket. A large fund of data supporting 
these assumptions and providing the numerical 
measures of the relationships became available 
during the last decade. These analyses arc to be 
found in the following publications: 

Diets of Families of Employed Wage Earners and 
Clerical Workers in Cities. / 9 F/-' 9 i 7 . Circular 
507, Department of Agriculture, J 939 - 
Family Food Consumption and Dietary Uvels. 
Urban and Village Scries, 1936, Miscellaneous 
Publication 452, Department of Agriculture, 

Fanuly Food Consumption and Dietary Ur eh. 
Farm Series, 1936, Miscellaneous 1 ublication 
405, Department of Agriculture. 194«• 

Family Food Consumption in the Unite,/ Mates. 
Spring 1942, Miscellaneous Publication 55 °. 
Department of Agriculture, « 944 - 


Variability of Dietary Habits 
There is a wide variability in dietary habits 
among families of the same size and in the 
income class. This variability must be recognizes!. 
Fortunately, the spread around the average in t »«. 
various brackets has a characteristic form am ac¬ 
cordingly it is possible to assume that dietary 
habits remain the same for the same average «*- 

I. The methods described here for r'.....tine 
meeting food needs have also l»cen used inoiim-Uing '* 
of mcctinK needs for clothing, household 
medical care. 


penditure, type of family and income class, 
among farm and nonfarm families considered as 
separate groups. 

Measure of Economic Level Most Highly Cor¬ 
related With Food Habits 
For most analyses of food consumption it is 
preferable to classify the family units by the 
amounts spent for food per capita or per con¬ 
sumption unit instead of by income bracket. This 
procedure tends to eliminate the variability result¬ 
ing from differences in family size and other fac¬ 
tors. A most striking illustration of the value of 
this method is given in Table 14 of Miscellane¬ 
ous Publication No. 452. Department of Agri¬ 
culture. This table shows that among different 
types of families the percentage distribution of 
diets by grades (nutritionally speaking) differs 
only within sampling error for the same level of 
money value of food per week per person. 

The adequacy per person decreases with the 
size of family among families at the same income 
level. Accordingly the proportion of poor diets 
increases with the size of family when income is 
held constant. Hence, estimation dependent solely 
upon an income-level analysis is not as efficient as 
that contingent on estimates of the distribution 
of families by food consumed per consumption 
unit or per capita. 

Quantities of Foods in the Nutritive Croups a 
Function of Price Level and Season 

The consumption of various foods classified in 
broad groups according to nutritive value by 
families of the same size and same income bracket 
varies with the season and the price level. Most 
of the differences between the data applying to the 
year 1936 and those pertaining to the third quar¬ 
ter of 1942 can be explained by these two not un- 
related factors. 


Methods of Estimating Used in Chapter 6 

In order to make the estimates of quantities 
of food demanded, it was necessary to have as 
basic ‘'weights,” the distribution o farm and 
nonfarm family units by income level and family 
size, with the average size of family for each in¬ 
come bracket. To make the estimates of the cost 
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of adequate diet it also was necessary to have the 
distribution of the population by age, sex and 
activity. 

Table 37 was estimated as follows: The per 
capita consumption by food groups in the two pe¬ 
riods 1936 and 1942 was adjusted to 1940 price 
levels by a process of interpolation. The resulting 
figures for per capita consumption by income 
level were multiplied by the estimates of the num¬ 
ber of persons at each income level and summed 
for all income levels. 

In order to estimate the number of families 
with deficient diets, estimates of relative num¬ 
ber of families with poor diets for each size of 
family, from one to seven or more family mem¬ 
bers, were developed by an interpolation proc¬ 
ess from the data in Miscellaneous Publication 
No. 452, Table 14, and No. 405, Table 36, De¬ 
partment of Agriculture. The percentages were 
multiplied by the estimated number of families 


of each size in each income class for farm and 
nonfarm separately. The numbers were then 
summed for all income brackets. 

In order to estimate the cost of bringing all 
consumer units below an assumed food-expendi¬ 
ture level up to that level, the following method 
was used: From cross-tabulations of families by 
income, family size and level of expenditure for 
food consumed per person per week, the per¬ 
centage of families of each size spending differ¬ 
ent amounts for food was calculated for each in¬ 
come bracket. These percentages were applied to 
the number of families of each size in each in¬ 
come bracket as estimated for 1950 and i960. The 
numbers of persons and their aggregate food ex¬ 
penditures were summed for the food-expendi¬ 
ture classes below $2 and $2.50 per capita per 
week, respectively. These figures were then sub¬ 
tracted from the product of the number of per¬ 
sons involved and each of the assumed levels. 
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Appendix ii 

Personal Care, Clothing and Related Industries, Trades and Business es, 1939 _ 

Number of Wage Value of Products. 

Kind of Business _ Establishments Earners * Wages* Sales or Receipts 

(In Thousands) 


Manufacturing 

Textiles and fibers 
Colton 

Rayon and silk 
Woolen and worsted 
Knit goods 

Dyeing and finishing (except woolen 
and worsted) 

Hats (except cloth and millinery) 
Miscellaneous® 

Apparel and other finished products 
Men’s and boys’ tailored clothing 
Men’s and boys’ furnishings, work and 
sport garments 
Men’s and boys’ underwear 
Men’s neckwear 

Men’s and boys’ hats and caps (except 
felt and straw) 

Women’s and misses’ outer clothing . 
Women’s undergarments and accessories 
Millinery 

Children’s and infants’ outerwear 
Fur goods 

Miscellaneous apparel, accessories and 
notions' 1 

Embroideries and trimmings 

Leather and rubber products 
Leather 

Boots and shoes — cut stock and findings 
Leather footwear 
Gloves and mittens 
Women’s pockctbooks, handbags, 
purses, small leather goods, etc. 
Rubber boots and shoes 
Luggage 

Jewelry® 

Soap, glycerin, perfumes, cosmetics and 
other toilet preparations 

Wholesale trade 

Clothing and furnishings 
General line 
Men’s and boys’ 

Women’s and children’s 
Furs, dressed, and fur clothing 
Millinery and millinery supplies 
Shoes and other footwear 


3 0 » 9*5 

2,187,278 , 

$1,900,309 

$ 8 , 897,777 

6,282 

1,043,710 

862,213 

3.690.724 

1,248 

409,317 

292,536 

1,168,171 

829 

119,821 

93.343 

441.900 

722 

* 49 . 9*5 

* 43*494 

735.905 

2,089 

236,628 

202,763 

7 * 4.429 

580 

63,048 

65.596 

294,850 

=54 

23,639 

24.272 

101,256 

560 

4 *.342 

40,209 

234.213 

19*349 

742,297 

658,100 

3 .* 43.642 

2,449 

* 37.487 

*39.728 

598,273 

1,716 

160,402 

101,849 

473.246 

54 

6.543 

3.728 

16,693 

38! 

9.603 

7.346 

46,393 

329 

4»*79 

3,620 

16,293 

6,257 

207,642 

204,129 

*.oi 5.757 

1,064 

58,952 

43.597 

248,786 

1,050 

24,298 

26,060 

105.601 

574 

23.804 

* 9.*76 

96.484 

2 ,i 75 

* 3 .*** 

23.403 

16S.032 

1,869 

78.448 

69.897 

295.407 

>, 43 * 

17.828 

* 5.567 

62,677 

3**75 

337.432 

305.844 

1,402.966 
r .ci 

446 

47.252 

56.783 

346.458 

520 

*8,845 

I 7.*96 

129.399 

1.070 

218,028 

183.658 

734.673 

233 

9.995 

7.409 

26,831 

564 

20,125 

16,077 

79.043 

I * 

14,861 

16.802 

49.981 

329 

8.326 

7 - 9*9 

36.59* 

1.306 

39.852 

45.707 

210.345 

803 

23.987 

28,445 

450,100 

20,599 

* 37.542 

231,878 

7,660,487 

6,103 

39.778 

80.570 

1,553.262 

630 

3.679 

5.897 

129,212 

1,626 

10,550 

21.9S4 

39**363 

i, 9 ‘ 1 

12,604 

26,566 

555.074 

Cl M 

612 

1.630 

3.849 

87,925 

671 

3,819 

6,596 

111.445 

653 

7.696 

15.678 

278.245 
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Kind of Business 

Number of 
Establishments 

Wage 

Earners* 

* 

Wages* 

Value of Products, 
Sales or Receipts 




(In Thousands) 

Dry goods 

5 * 93 ® 

56,100 

68,551 

3 ,*72,008 

General line 

249 

**.759 

* 9.525 

426,677 

Hosiery and lingerie 

675 

4*499 

9.926 

245.483 

Notions 

1,244 

9*294 

16,306 

195,028 

Piece goods 

3* 2 37 

27,701 

* 7.*59 

2,214,956 

Other 

533 

2,847 

5.635 

89,864 

Raw materials 

3,920 

12,489 

24 . 7*4 

*.775,804 

Cotton 

2 »*43 

5*473 

10,421 

1,052,660 

Hides, skins and raw furs 

1,178 

4.435 

7.838 

280,556 

Silk 

2 3 

*97 

778 

90,125 

Wool and mohair 

576 

2,384 

5.677 

35 M 63 

Jewelry 

2,075 

10,866 

22,690 

3 * 5,838 

Leather and shoe findings 

*.*59 

5 . 33 * 

9.698 

238,992 

Leather goods 

233 

1,127 

2.239 

29,690 

Textiles and materials 

434 

3 . 42 * 

6,128 

139.887 

Yarns 

350 

3,186 

8.877 

385.761 

Toiletries 

3®7 

5.244 

8,411 

49.245 

Retail trade 

212,985 

706,193 

721,019 

5.925,188 

Apparel stores 

Men's and boys' clothing, furnishings, 

106,959 

388.737 

420,823 

3 . 258,772 

hat stores 

21,501 

66,583 

91,250 

773 * 3*2 

Family clothing stores 

10,053 

56.334 

58,478 

429.454 

Women’s ready-to-wear stores 

25,820 

133.586 

132,674 

*,009,494 

Accessories stores 

29,098 

68,088 

68,671 

429,448 

Shoe stores 

20,487 

64.146 

69.750 

617,064 

Dry goods and general merchandise 

stores 

29.247 

89.189 

69-975 

713.208 

Jewelry stores 

* 4.559 

35.249 

53.965 

3 6 *,595 

Secondhand clothing and shoe stores 

3.558 

*.673 

922 

9,766 

Luggage stores 

759 

*.942 

2,601 

* 9,345 

Drugstores 

57.903 

189,403 

* 72,733 

1,562,502 

Service establishments 

Cleaning, dyeing, pressing, alteration 

368,785 

582,951 

504.633 

1,479,200 

and repair shops 

52.516 

29,662 

21.478 

140,578 

Cleaning and dyeing plants 

11,604 

82.810 

80,014 

182,698 

Cleaning and renovating hats 

1,288 

*. 53 * 

1,015 

4*374 

Costume and dress suit rental 

4*7 

1,003 

1.321 

4,070 

Fur repair and storage 

2,180 

2,270 

2,294 

12,676 

Laundries — hand 

* 5-245 

11,667 

7 . 5*5 

45.783 

Laundries — power 

6.773 

249.008 

233,606 

453.579 

Shoe repair 

50.115 

18,194 

* 3-349 

106,737 

Shoeshinc parlors 

7.963 

2,896 

*,*33 

8,210 

Watch, clock and jewelry repair 

12.485 

744 

2,803 

2,946 

29,902 



Appendix ii (continued) 


Kind of Business 


Number of Wage 

Establishments Earner /* 


Wages* 


Value of Products. 
Sales or Receipts 


(In Thousands) 


Hemstitching, embroidering and button¬ 
holing 

Wearing apparel contract work 

Barber shops 

Beauty parlors 

Barber and beauty shops 

Baths and masseurs’ establishments 


808 

5«8 

II7.998 

83,071 

4.*99 

1,600 


677 

953 

68,786 

99,296 

9,289 

2,106 


404 

53 6 

55.557 

74 - 49 <> 

7 . 3 21 

1,648 


1,846 

1. 5 ° 1 

230,983 

231,670 

18,618 

5-975 


Source: Bureau of the Census, volumes on Manufactures. 
Wholesale Trade. Retail Trade and Service Establish¬ 
ments, 1939. 

a. Employees in wholesale and retail trade, and service 

establishments. ... . 

b. Payrolls in wholesale and retail trade, and service es¬ 
tablishments. . . ... _ 

c. Felt g«.ods, wool, hair and jute: lace poods; batting, 
padding, wadding ami upholstery filling: processed waste 
and recovered wool fibers; artificial leather and oilcloth, 
linen goods; jute goods; cordage and twine. 


d Belts; gloves and mittens; handkerchiefs; suspenders, 
garters and other clastic goods, robes ami dressing gowns; 
raincoats; leather and sheep-lined clothing; buttons, 
needles, pins, hooks, eyes and fasteners; umbrellas and 
canes; costume jewelry and novelties; dyed and dressed 

fU c Clocks and watches: jewelry, jewelers* findings and 
lapidary work; watch, jewelry and instrument cases. 
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Average Expenditures for Clothinc, and Savings, or Deficit, by Money-Income Class, 1941 



Average Clothing Expenditures 



Men and 

Women and 



Boys 16 Years 

Girls t6 Years 

Average Family 


of Age and Over 

of Age and Over 

Savings or Deficit 

Income dost 

' City* Farm* 

City* Farm* 

' City * Farm* 


Under $500 $ 20 

500 and under 1000 37 

1000 and under 1500 59 

1500 and under 2000 67 

2000 and under 2500 77! 

2500 and under 3000 88 

3000 and under 5000 112 


$22 

$ 21 

$20 

*-130 

$ -99 

35 

34 

3 * 

-29 

+41 

38 

66 

39 

-19 

+256 

52 

7 V 

46 

+59 

+526 

74 

9, i 

J07S 

78 

+85 

+i° 4 ) 

+797 

81 

150 

7 « 

+339 

+1,838 


Sources: 

a. ‘income and Spending of City Families in Wartime,” 
unpublished data, Bureau of Labor Statistics, 1941. 

b. Rural Family Spending and Saving in Wartime. Mis¬ 
cellaneous Publication No. 520, Department of Agriculture, 
June 1943. PP- 26 and 75. 


Note: Income used in this table does not include income 
in kind (such as the value of home-grown food), which is 
much greater for farm than city families with the same 
money income. 
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Appendix 13 

Standards, for Cloth.ng Developed bv the M.ss.ss.pp. Aor,cultural Exper.ment Stat.on 


The Mississippi Agricultural Experiment Sta¬ 
tion has made a study of the clothing supplies of 
socially participating farm families, in which the 
stock of clothing owned by each family member 
was rated according to stated criteria. The study 
covered white families in six poor agr.cultura 
areas in the state and six of the better agricultural 
areas. The rural church was found to be “the 
most universal voluntary social organization in 
which all members of white farm families partici¬ 
pated.” A random sample was drawn from 
church lists in which the majority of the partici¬ 
pants were members of farm families, and only 
the farm families on the list were studied. 

Data were obtained on the value of clothing on 
hand for each individual in the 187 families cov¬ 
ered. The value figures include only those gar¬ 
ments purchased, and on hand at the time the in- 
ventory was made. Inventories were rated A on 
the basis of the following criteria: 

Husbands’ clothing: Those including at least one 
overcoat and one wool suit both purchased or 
new gifts, both in good condition and used tor 

Grown 'boys’ clothing: Those including wool 
suits plus overcoats or heavy jackets, both pur¬ 
chased or new gifts, and both for dress. \\ear. 

High school boys’ clothing: Those including at 
least one wool suit plus an overcoat or a jacket, 
both purchased and both for dress wear, and 
those having two wool suits for dress and o 
jacket for town or school wear, both l M,rcha c ; 

Grammar school boys’ clothing: Those 

wool or part-wool suits, purchased or new gi . 


plus one of the following for dress or town: 

sweater, jacket or overcoat. 

Preschool boys’ clothing: Those including at least 
one heavy cap, one heavy jacket, and one pair ot 
heavy trousers or overalls for dress, all pur¬ 
chased and in good condition. 

Wives’ clothing: Those including heavy coats 
plus one lighter-weight coat or outfit for dress 
or town wear, all these garments purchased or 
new gifts and in good condition The lighter- 
weight wool wrap or outfit could be a light 
wool coat, a wool suit, or a wool skirt and 

sweater. . t . 

Grown girls 1 clo.hing: Those me udrng one 
heavy coat not over two years old, and trom 

7 to 11 rayon-silk dresses. 

High school girls’ clothing: Those including one 
heavy coat plus cither a lightweight coat or a 
heavy suit, both purchased and in good condi- 

Grammar school girls’ clothing: Those including 
one good heavy dress coat purchased plus one 
good rayon-silk dress, and one good wool or 
part-wool sweater and skirt, suit or dress. 
Preschool girls 1 clothing: Those including one 
heavy cap and coat or snowsuit, both purchased 
and in good condition. 

Infants’ clothing: Those including one wool 
sweater suit and cap and leggings, all pur¬ 
chased and in good condition; and those hav¬ 
ing heavy caps (wool) and coats, both pur- 
chased and in good condition. 

The average value of clothing on hand for all the 
families covered and for those whose clothing 
was rated Type A was as follows: 
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Appendix 13 (continued) 



Clothing Type A 

All Persons 
Surveyed 

Sex and Age Croup 

Per Cent of Per¬ 
sons Whose Cloth¬ 
ing Was Rated"A" 

Average 

Value of Cloth¬ 
ing Inventory 

Average 
Value of Cloth¬ 
ing Inventory 

Husbands 

Wives 

Grown boys 

Grown girls 

High school boys 

High school girls 

Grammar school boys 

Grammar school girls 

Preschool boys (2 to 5 years old) 
Preschool girls (2 to 5 years old) 
Infants (less than 2 years old) 

22.4 

32.1 

26.5 

3 <M 

27-5 

44-7 

18.1 

27.4 

20.0 

32.0 

38.9 

$H 9 

104 

96 „ 

I 23 b 

72 

59 

4 1 

29 

x 9 

16 

12 

$68 

57 * 

66 

66 

46 

42 

21 

20 

II 

10 

9 


Source: Alice Bowie and Dorothy Dickins. Clothing Supplies of Socially Participating White Farm 
Families of Mississippi. Technical Bulletin 30, Mississippi Agricultural Experiment Station, 
Mississippi State College, Jackson, 194a. 

a. Median is S38. 

b. Median is S96. 





Appendix 14 

Residential Construction and Gross National Product, 1921-1940 

(At Current Prices ) 


Private Residential Construction 


Major Addi¬ 
tions. Altera- 



Cross 

Total 

lions and Repairs. 

1 my s lts dt ry n Wr// 

Neu> Units 

Year 

National 

Product 

EXprnai* 

lure * 

including fVCM' 

Farm Housing 

Expenditure 

Number 

1921 

$68,500 

{In 1 

S 2 . 3 I 5 

Millions ) 

$474 

$1,841 

{In Thousands ) 

449 

1922 

69,900 

3.643 

529 

3."4 

7 i 6 

1923 

81,600 

4,648 

667 

3 . 98 i 

871 

1924 

82,000 

4.904 

660 

4.244 

893 

1925 

86,400 

5,400 

646 

4754 

937 

1926 

92,300 

4.954 

640 

4 . 3 M 

849 

1927 

90,900 

4757 

693 

4.064 

810 

1928 

93,700 

4,464 

651 

3 . 8*3 

753 

1929 

99,400 

3,406 

653 

2.753 

506 

1930 

88,200 

2,158 

525 

1.633 

330 

1931 

72,100 

1.497 

361 

1,136 

254 

1932 

55,400 

687 

273 

4*4 

»34 

1933 

54,800 

570 

282 

288 

9 ! 

126 

216 

1934 

63,800 

77 i 

394 

377 

1935 

70,800 

1.234 

49 * 

743 

X936 

81,700 

1,681 

470 

1,211 

nr> 

304 

1937 

87,700 

1.943 

555 

1,388 

. 332 

1938 

80,600 

2,085 

5°7 

1.578 

399 

1939 

88,600 

2.336 

546 

1.790 

459 

1940 

97,100 

2,677 

595 

2,082 

53 ° 


A ter age 
Cost Per 
Unit 


S^.ioo 

4 * 3-19 

4 . 57 * 

4.753 

5»°74 

5.0S1 

5.°'7 

5.064 

5*441 

4.948 

4 » 47 2 

3.090 

3.°97 

2,992 

3.440 

3.984 

4.181 

3955 

3.900 

3928 


Ratio of 
Residential 
Construction 
to Cross Na¬ 
tional Product 


Total 

Private 


Neut 

Private 


(Per Cent) 

2.7 

4 - 5 
4.9 

5 - 2 


3 - 4 
5-2 

5-7 

6.0 

6.3 

5-4 

4 - 8 
3-4 
2-4 

2.1 

1.2 
1.0 
1.2 
*•7 

2.1 

2.2 
2.6 
2.6 
2.8 


5-5 

47 

4-5 

4.1 

2.8 

1.9 
1.6 
07 

0-5 

0.6 

1.0 

*•5 

1.6 

2.0 

2.0 

2.1 


Sourcet : Housing data — American Homing: Problems 
and Prospects. Twentieth Century Fund. New Wk. 
• 944 . Appendix C. Gross national prodiKt — tec Ap¬ 
pendix 4. 


a. 


.- .. 

tailed exjdanatK.n tee 1 able 


those in Chapter 16; for dc- 
135. footnote b. 
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Appendix 15 

Residential Construction and Gross National Product, 1899-1938 


(At Current Prices ) 


10-Year 

Period 

Gross 

National 

Product 

Annual Averages 

Residential 

Construction 

Ratio of Residen¬ 
tial Construction to 
Gross National Product 



(In Millions ) 

(Per Cent ) 

1899-1908 

$23,900 

$ 794 

3-3 

1904-1913 

30,900 

1,109 

3.6 

1909-1918 

43,900 

1,141 

2.6 

I 9 , 4 “ , 9 2 3 

63,500 

1,801 

2.8 

1919-1928 

82,700 

3,862 

4.6 

, 9 2 4“ , 933 

81,500 

3,280 

4.0 

I 9 2 9 “ , 93 ® 

75 . 5 <X> 

I,6l6 

2.1 


Sources: Grots national product— 1899-1913 from Simon Kuznets, "Uses of National Income in 
Peace and War," Occasional Paper No. 6, National Bureau of Economic Research, New York, 
March 1942, linked to the later figures on basis of the 1924-1933 relationship between the 
Kuznets scries and the Appendix 4 series; 1909-1938 from Appendix 4. 

Housing data—1899-1918 from Lowell J. Chawner, Housing the Continuing Problem, Na¬ 
tional Resources Planning Board. 1940, Table V. p. 33, linked to later figures on basis of the 1924- 
1933 relationship between them; 1919-1938 from American Housing: Problems and Prospects, 
Twentieth Century Fund. New York. 1944, Appendix C. 
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Appendix 16 

Families, Population and Rent, 1921-1941 

{Rent at 1940 Prices) 


Year 

Number of 
Families 

Number of 
Persons 

Rent and 
Imputed 

Rent 

Average 

Rent Per 
Family 

Average 
Rent Per 
Capita 



(In Millions) 




1921 

25.O 

108.5 

57» 2 *3 

$289 

$66.50 

I022 

25.6 

IIO.I 

7»*44 

279 

64.90 

IQ2* 

26.2 

111.9 

7483 

286 

66.90 

1924 

26.8 

II4.I 

7.787 

291 

68.20 

*925 

27.4 

II5.8 

7.770 

284 

67.10 

1926 

1927 

1028 

27.9 

28.5 

29.O 

**7-4 

119.0 

120.5 

7.752 

7.879 

8,045 

278 

276 

277 

66.00 

66.20 

66.80 

*9 2 9 

1930 

29.4 

2 9-9 

121.8 

123.1 

8.338 

8,252 

284 

276 

68.50 

67.00 

*93* 

*93 2 

*933 

*934 

*935 

30.3 

30.6 

30.8 

3*-3 

3*-9 

124.0 

124.8 

125.6 

126.4 

127.3 

8,108 

7.9* * 
8,029 
8.246 

8.323 

268 

259 

261 

263 

261 

65.40 

63.40 
63.90 
65.20 
65-40 

*936 

*937 

*938 

*939 

*940 

32.6 

33-3 

33- 9 

34- 5 

34-9 

128.1 

128.8 

129.8 

130.9 

132.0 

8.437 

8,580 

8.671 

8.860 

9.* 36 

259 

258 

256 

257 

262 

65.90 

66.60 

66.80 

67.70 

69.20 

*94* 

35-5 

133.2 

9-549 

269 

71.70 


were dc* 

and r>o- 


Sources: Number of persons - Bureau of the Census. midyear escima.es. 

■ftfeis a- =.«= s;,,,. _ - - 

of living indexes, respectively. 
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Appendix 17 

Statistical Methods Used in Estimating Housing Nbeds 


The basis for the estimate of housing need has 
already been explained in the text. This is a brief 
explanation of the statistical technique used. 1 A 
sample of 42 cities was selected for analysis. Ac¬ 
tually these cities were divided into two samples 
and treated independendy so that there could be 
a close check upon their adequacy as a basis of 
estimate. The samples were stratified according 
to city size and geographic distribution. Results 
from the two samples were almost identical and 
there is, therefore, considerable confidence in their 
adequacy. The 42 cities contained a total of about 
2.3 million dwelling units, or nearly 10 per cent 
of the 23.7 million dwellings in urban areas 
(metropolitan districts and urban places outside 
metropolitan districts). The cities included, in or¬ 
der of population, arc as follows: 


San Francisco, Calif. 
Milwaukee, Wi$. 
Buffalo, N.Y. 

New Orleans, La. 
Minneapolis, Minn. 
Cincinnati, Ohio 
Houston, Tex. 
Denver, Colo. 
Columbus, Ohio 
Portland, Ore. 
Atlanta, Ga. 

Jersey City, N.J. 
Birmingham, Ala. 
Providence, R.I. 
Syracuse, N.Y. 

Fort Worth, Tex. 
Dcs Moines, Iowa 
Salt Lake City, Utah 
Paterson, N.). 
Albany, N.Y. 
Wichita, Kan. 


Wilmington, Del. 
Sacramento, Calif. 
Lawrence, Mass. 
Sioux City, Iowa 
Lincoln, Neb. 
Pasadena, Calif. 
Altoona, Pa. 
Winston-Salem, N.C. 
Mobile, Ala. 
Manchester, N.H. 
Portland, Me. 
Hammond, Ind. 
Roanoke, Va. 
Topeka, Kan. 

Terre Haute, Ind. 
Columbia, S.C. 
Covington, Ky. 
Passaic, N.J. 
Springfield, Mo. 
Greensboro, N.C. 
Pueblo, Colo. 


1. The technique was originally developed by Warren 
Jay Vinton and Lawrence N. Bloomberg as part of an un¬ 
published study for the National Rc<ources Planning 
Board. It was somewhat modified and extended for use in 
this study. 


For these cities block data were used from the 
Supplement to the First Series Housing Bulletin, 
1940 Census of Housing. The data were tabulated 
to give (1) the number of units in need of major 
repairs or lacking private toilet or bath, (2) the 
number needing major repairs, and (3) the num¬ 
ber not needing major repairs but lacking private 
toilet or bath, in substandard blocks (defined as 
blocks in which 50 per cent or more of the units 
needed major repairs or lacked private toilet or 
bath) and outside of such blocks. 

As shown in the following table (A), per¬ 
centages obtained from the sample study were ap¬ 
plied by city-size groups to all urban dwelling 
units. Since the census data by blocks were avail¬ 
able only for cities of 50,000 population and over, 
it was necessary to make certain assumptions. 
These were (1) that within metropolitan districts 
the dwelling units outside central cities were dis¬ 
tributed in the same manner as units in cities 
from 50,000 to 100,000 population, and (2) that 
in urban places outside metropolitan districts the 
proportion of physically acceptable units in sub¬ 
standard blocks would decline from the propor¬ 
tion shown for 50,000 to 100,000 population cities 
to zero for urban places of 2,500 population. 
(Note in line 13 of Table A, following, that the 
proportion of such units in substandard blocks in 
urban places outside metropolitan districts, 17.3 
per cent, is just one half of the 34.6 per cent shown 
for cities of 50,000 to 100,000 population.) The 
first assumption was based on the reasoning that 
smaller places within metropolitan districts are 
apt to be more nearly similar in housing charac¬ 
teristics to the larger cities than to the smaller iso¬ 
lated communities of the same size. The second 
assumption was made in recognition of the fact 
that there is considerable variation in housing 
standards for smaller cities and that there is less 
likelihood that units in such cities are substand¬ 
ard because of environmental factors. 
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Appendix 18 

Estimated Number op Communities Having Parks and Estimated Park Acreage, 1940 


Population Group 
(/940 Census) 

Total 

Number 
in US. 

Number Reporting 

Without Having 
Total Parks Parks 

Estimated 

Total 

Number 

Having 

Park 

Average Park 
Acreage for 
Reporting 
Communities 
Having Parks 

Estimated 
Total Park 
Acreage of All 
Communities 
Having Parks b 

Total 

3 * 4^4 

1,804 

339 

**465 

2,697 

— 

557.653 

1,000,000 and over 

5 

5 

0 

5 

5 

9*744 

48,718 

500,000 to 1,000,000 

9 

9 

— 

9 

9 

5 * 7*6 

A 

5*443 

250,000 to 500,000 

2 3 

22 

— 

22 

23 

2,870 

66,010 

100,000 to 250,000 

55 

5 * 

— 

5 * 

55 

M 53 

79 . 9*5 

50,000 to 100,000 

107 

9 * 

— 

9 * 

107 

701 

75,007 

25,000 to 50,000 

2 *3 

163 

4 

*59 

208 

263 

54 . 7<>4 

10,000 to 25,000 

665 

423 

42 

38* 

599 

*63 

97.637 

5,000 to 10,000 

965 

490 

100 

390 

768 

70 

53 . 76 o 

2,500 to 5,000 

1,422 

550 

*93 

357 

923 

33 

30459 


a. Computed on assumption that percentage of all com¬ 
munities "without parks" and "having parks" will he 
equal to corresponding percentages for reporting communi¬ 
ties in each size class. 

b. Computed by multiplying average park acreage for 
reporting communities in each size class by estimated tool 
number of communities having parks in each size class. 


Source: First four columns and sixth column. Municipal 
and County Parks in the United States. National Recrea¬ 
tion Association. New York, 1940, Table 1, p. t. The 
National Recreation Association is not responsible for 
computations in columns headed "Estimated Total 
Number Having Parks" and “Estimated Total Park 
Acreage of All Communities Having Parks.” 
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Appendix 19 

Estimates op Population Distribution for Ages 3 to 22 for 1950 and i960 


The following population figures were taken 
from Estimates of Future Population of the 
United States, 1940-2000, National Resources 
Planning Board, August 1943, Table 3, p. 48. 
They assume high fertility, medium mortality, no 
immigration and no war losses. 


Age Classes 

1950 i960 

(In Thousands) 

0-4 

* 3 > 23 0 

12,840 

5-9 

12,853 

12,922 

IO-14 

11,252 

13.093 

i 5 _I 9 

10,594 

12,768 

20-24 

11,569 

I 1,120 


Age 

Total, 15-19 

*5 

16 

*7 

18 

*9 


Population 
(In Thousands) 
10,629 
1,987 
2,051 
2,085 
2,254 
2,252 


Percentage Distri¬ 
bution Within 
5-Year Age Groups 
100.0 
18.7 
19.3 
19.6 
21.2 
21.2 


Estimates by the Scripps Foundation by single 
years of age for the 5-19 age group for 1950 arc 
found in Population Trends and Their Educa¬ 
tional Implications, National Education Associa¬ 
tion, Washington, 1938, Table 2, p. 5 *- Sincc no 
high-fertility estimates were made, it was neces¬ 
sary to use the medium-fertility assumptions. 
These data and their percentage distributions by 
five-year intervals arc as follows: 

Percentage Ditin- 
Population button Within 

Age 

Total, 5-9 

I 

8 

9 

Total, 10-14 

10 

II 
12 
*3 
M 


These percentages were then applied to the Na¬ 
tional Resources Planning Board totals for each 
five-year interval from 5 to 19 years. For each of 
the ages 3 and 4, one fifth of the Planning Board 
total for the 0-4 age group was taken. A similar 
procedure was followed for ages 20-22. The fol¬ 
lowing results were thereby obtained: 


Age 

3 

4 

5 

6 

7 

8 


-- 

Thousands) 

5-Year Age Groups 

10 

11,072 

100.0 

11 

2,140 

193 

0 

12 

2 J 93 

19.8 

*3 

2,228 

20.1 

14 

2,256 

2O.4 

*5 

2,255 

20.4 

16 

10,839 

2.403 

100.0 

22.1 

*7 

iH 

2,153 

* 9-9 

*9 

2,209 

2.024 

2,051 

20.4 

18.7 

18.9 

20 

21 

22 


/ 9 jo 

(In Thousands > 

2.646 
2.646 
2,481 
2.545 

2.583 

2.622 

2.622 
2.487 

2.239 
2,295 

2,104 
2.127 

«. 9 »« 

2.045 

2.076 

2.246 

2.246 

2 * 3'4 
2.3M l 

2 . 3*4 ' 


7.773 


21.624 


1.628 


tt/>o 

(In Thousands) 

2.568 

2.568 
2.494 
2.559 
2.597 
2.636 

2.636 

2.893 
2.6o6 
2.671 
2.448 
2-475 . 
2 . 3 S 8 

2.464 

2.502 

2.707 

2.707 

2.2-M 

2.224 1 

2.224 \ 


7.63° 


23.52: 


4.448 
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Appendix 20 

Expenditures for Capital Goods, 1920-1942* (In Millions) 
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Appendix 21 

Percentage Distribution of Expenditures for Capital Goods, 1920-1942* 
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Appendix 22 


Capital Goods Expenditures as Per Cent op Gross National Product, 


1920-1940 


Year 

Total 

Productive 

Facilities 

Developmental 

Works 

Consumer 

Construction 

1920 

x 4-7 

IO.9 

1.0 

2.8 

I92I 

x 3-9 

8.6 

1.6 

3-7 

1922 

15.8 

9-0 

M 

5-4 

1923 

17.6 

x <>-4 

x -3 

5? 

1924 

x 7-9 

9-7 

1.6 

6.6 

^25 

18.9 

IO.5 

1.6 

6.8 

1926 

18.9 * 

IO.9 

x -5 

6.5 

1927 

18.6 

10.6 

x -7 

6.3 

1928 

18.1 

10.6 

1.8 

5-7 

I929 

18.3 

11.9 

1.6 

4.8 

*93° 

16.3 

10.8 

2a 

3-3 

x 93 x 

14.2 

8.6 

24 

3-2 

1932 

x0 -3 

6-4 

2.2 

x -9 

x 933 

8.4 

5-6 

x -7 

I.X 

x 934 

9-5 

6-3 

x -9 

*•3 

x 935 

10.6 

7-3 

x *5 

1.8 

1936 

12.6 

8-4 

x -7 

25 

x 937 

14.0 

9.8 

x -5 

27 

1938 

12.6 

7-9 

1.6 

3 X 

1939 

x 3-4 

8.4 

x -5 

3-5 

x 94 ° 

14.3 

9.6 

>•5 

3-2 


Sources: Appendix 4, Table A, and Appendix 20. 
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Appendix 23 

Methods of Estimating Needs for Productive Facilities in 1950 and i960 

The need for productive facilities cannot be es- pipelines ($ 35 milhon), waterways and harW 
unrated directly" for they have no final unlit, (S. S > mtll.on) and »rw»ys and a r^ m ($^,0 
themselves. Since they are intermediate goods million are estimated m Chap.er^Asfo 
whose function it is to help provide end-products rural clcctr.ficauon needs tt is estimated that 
:„d services, the need ^productive facilities is of die 6, million a.ms, .t is poss.We to sc.. 
wholly dependent upon the need for these other about 4.5 million of which only 3.3 ""llion will 
products and for services. Such needs, based on actually be electrified by 1950. To fulfill need, the 
acceptable standards, are estimated elsewhere in remaining 1.2 million farms wi I require 
this survey: consumption needs in Chapters 6-. 5 ; tricity. It would cost in the neighborhood of $35 
capital goods other than productive facilities in million to provide a billion adduiona hwh and 
Chapters 8, 10-14. 18 and 19; government serv- hence about S75 million for the 2- bill 
ices fn Chapter 20. It is the sum of all these needs which these 1.2 million farms would use. Spread 
which determines the need for productive fa- over five years, the annua cost wou d be about 
... . 5,5 million.* To arrive ai clcciric light and power 

Since estimates have already been made of the needs. .950 probable expenditures of S. billion as 
demand for productive facilities, the problem is shown in Table .42 were increased b> the same 
,0 determine the extent .0 which needs exceed amount (.3 per cent) as tota productive f cilm s 
demand. This will depend on the extent to which an d then further increased by roughly Si 5 m 
the need for other goods and services exceeds the lion. thereby attaining a total of 5t.M5.ooo.ooo. 
demand for them. The following tabulation T o arrive at estimates for 
shows this- .. . ductive facilities, the above fisc items totaling 


Demand 


Need 


Consumption ex¬ 
penditures* 
Developmental 
works and con¬ 
sumer construc- 
tionf 

Government serv- 

iccst 


I9JO !</>0 I 9 SO l&O 
(In Billion! *1 >94‘> rrieet) 

$ 88.0 $101.7 S 97-9 S, ° 9 - 2 


7-3 

22.3 


8.8 


10.7 


1.3 


234 2 4-5 24.7 


$1176 S«339 Si 33 * S'4S-2 

•See Table 26 for demand futures; Table « J 9 *" r 
needs (where estimate* arc isbcn in ivn 

1 See Append,* 9. Tabic B. for demand Inures 1 a!de 
135 for needs (where estimates are Riven m 1944 P'kcs;. 

I See Tables 171 and 17*- 

These estimates derived from other parts of this 
survey indicate that the needs for these goods and 
services exceed demand by about 13 |*‘ r ccnl "* 
1950 and 8 per cent in i960. In order to supply the 
additional amounts of final product*, and services, 
commensurate additions in outlays for productive 
facilities arc assumed to l>c needed. I bus. pr«» >• 
able outlays for productive facilities of Si i -7 **' * 
lion in 1950 and $.6.2 billion in i960 will Ik- in¬ 
creased by $1.7 billion and $1.2 billion, respec¬ 
tively, to $15.4 billion and $17 4 »> i,,ion in ordcr 10 
fulfill our needs. 

The components arc arrived at as follows: 

Capital needs for railroads ($1,080,000,000), 


S2.650.000.000 were deducted from total produc- 
live facilities needs of $15,440,000,000 in 1950. 
leaving $« 2.790.000.000 for the remaining items. 
The comparable demand estimates for these five 
items totaling $2,065,000,000 were deducted from 
the demand total of S13.650.ooo.rroo. leaving S« «*- 
585.000,000 for the remaining items. I be pro|*or- 
tion by which need exceeded demand for all these 
remaining items combined (about 10.4 per cent) 
was applied to the demand estimates for each ot 
them to arrive at the need for each individual 

item. , 

As shown in Table 142. *»*c estimate of total 
••needs" for public service enterprise construction 
exceeds demand by a greater proportion than this 
procedure indicates. This is due to the independ¬ 
ent estimates for "waterways and harbors and 
"airways and airports” which arc included in 
this category in the table. 

A similar procedure was followed for i960, ex¬ 
cept that only four items were independently ar¬ 
rived at. For. under sustained "full employment." 
it is assumed that rural electrification will be com¬ 
plete by i960. The proportion by which need ex¬ 
ceeded demand for the remaining items com¬ 
bined was about 6.3 per cent in i960. 

Bated on K-« .« W. Hanley. ^Estimated CarfulHc. 
quirements, 19 
V»»k. pp. 74-v 


.. .960." Twentieth Century Fund. New 

1 paitim (mimeographed). 
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Appendix 24 

Manufacturing and Capital Expenditures by Geographic Regions and States, 1919-1944 

(Per Cent) 


Region 

Value 
Added by 
Manujaeture 
' 9 ' 9 * 

Value 
Added by 
Manujaeture 
*92 9 

Value 
Added by 
Manujaeture 
*939 

Capital 
Expenditures 
*939 

Wartime Capital 
Expenditures 
July 1940 — 
May 1944» 

IJnited States Total 

100.00 

100.00 

100.00 

100.00 

100.00 

New England 

12.90 

IO.38 

9.84 

8.38 

5.10 

Maine 

.8l 

.56 

.62 

.61 

.22 

New Hampshire 

.67 

•47 

•43 

.30 

• x 7 

Vermont 

.29 

•25 

.21 

.21 

.06 

Massachusetts 

6.99 

5*46 

4.81 

3-94 

2*27 

Rhode Island 

I.32 

1.04 

•97 

.81 

•45 

Connecticut 

2.82 

2.60 

2.80 

2.51 

x -93 

Middle Atlantic 

33-67 

32.08 

29.79 

24.52 

18.75 

New York 

15.67 

15.69 

* 3-54 

9 - 4 * 

6.80 

New Jersey 

5.60 

5.63 

6.17 

6.10 

3 - 7 x 

Pennsylvania 

12.40 

10.77 

10.08 

9.01 

8.24 

East North Central 

28.42 

3*67 

3*-53 

32.99 

3 °- 5 x 

Ohio 

8.74 

9-23 

8.61 

8.42 

8.26 

Indiana 

2.89 

3.58 

3-93 

5.40 

5.05 

Illinois 

7-73 

9.22 

8.92 

8.16 

7-33 

Michigan 

6.18 

6.62 

7.29 

8.58 

7.62 

Wisconsin 

2.87 

3.01 

2.78 

2-43 

2-25 

West North Central 

5.63 

5-72 

5-52 

4-55 

6.91 

Minnesota 

1.34 

1.24 

1.26 

.96 

i.39 

Iowa 

.90 

.98 

•99 

.81 

.86 

Missouri 

2.15 

2.42 

2.38 

1.78 

2.52 

North Dakota 

.05 

.04 

.04 

•°5 

.01 

South Dakota 

.oS 

.07 

.08 

.06 

.01 

Nebraska 

.46 

.36 

.28 

.30 

.50 

Kansas 

.65 

.62 

.48 

•59 

1.62 

South Atlantic 

7-42 

7.64 

9°5 

11 -57 

6.74 

Delaware 

•32 

.21 

.22 

•23 

• x 5 

Maryland 

1.30 

1.30 

1.71 

2.07 

i.59 

District of Columbia 

•5 

•15 

.18 

•23 

.11 

Virginia 

1.09 

1.15 

1.54 

1.66 

1.44 

West Virginia 

.80 

.76 

•87 

1.82 

1.70 

North Carolina 

1.66 

2.23 

2.21 

2.51 

•35 

South Carolina 

.61 

• 5 * 

.69 

•92 

•33 

Georgia 

1.01 

.91 

1.15 

1.46 

.69 

Florida 

•48 

.41 

•48 

.66 

•38 

East South Central 

2.65 

2.82 

336 

4.01 

6.06 

Kentucky 

.64 

.70 

.76 

•74 

1.29 

Tennessee 

•34 

•99 

1.30 

1.84 

1.86 

Alabama 

•77 

.80 

1.00 

•97 

2.64 

Mississippi 

*40 

•34 

.30 

.46 

•27 

West South Central 

2.91 

2.92 

3-34 

5-97 

10.60 

Arkansas 

•39 

.28 

•27 

•38 

x - x 5 

Louisiana 

.98 

•/ / 

.81 

1.25 

2.16 

Oklahoma 

•35 

•47 

•42 

•45 

1.09 

Texas 

1.19 

1.40 

766 

1.84 

3.90 

6.20 



Appendix 24 (continued) 


Region 


Mountain 
Montana 
Idaho 
Wyoming 
Colorado 
New Mexico 
Arizona 
Utah 
Nevada 
Pacific 

Washington 

Oregon 

California 

Undistributed 


Value 
Added by 
Manufacture 
/ 9 / 9 a 


12 I 

.18 

• x 5 

.16 

-4° 

.04 

.11 

.19 

.03 

1.46 

.64 

3<>5 


Value 
Added by 
Manufacture 
1929 


I.09 

.18 

.14 

.IO 

.36 

•°3 

.09 

.17 

.02 

5.68 

l * , 5 

.64 

3.88 


1919 . *9*9 anJ 


Source: Based on Census of Manufactures. 

*939- 

a. 1919 data include automobile repairing railroad re¬ 
pair shops, etc., as well as establishment* with product* 
valued at between $500 and $ 5 , 000 . which are not in- 


Value 
Added by 
Manufacture 
•939 

I.II 

.16 

'I 

.06 

•37 

.04 

• x 3 

.18 

•05 

6.46 

1.16 

.70 

4.60 


Capital 
Expendituret 
• 939 


I-26 

•25 

• x 4 

.07 

-48 

.08 

•09 

• x 4 

.02 

6-75 

1.05 

83 

4.87 


Wartime Capua! 
Expenditures 

July 194 ° 

May 1944 ° 


3*38 

.02 

• x 3 

• x 5 

.70 

.08 

•33 

1.30 

.67 

8-77 

1.64 

.56 

6.57 

3.18 


eluded in the 19*9 and <939 data. 

b From Geographic Distribution of Manufacturing Fa¬ 
cilities Expansion. July 1940 —May >944. " « I roduc- 
lion Board. June 1 . 1945- 
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AMERICA’S NEEDS AND RESOURCES 
Appendix 25 

Methods Used in Estimating Magnitude op Urban Redevelopment Procram 


To estimate how much additional replacement 
and rehabilitation would be involved in an urban 
redevelopment program, a sample was selected 
from the 42 cities used to estimate housing need, as 
described in Appendix 17. Maps were prepared 
for these cities showing the blocks in which 50 
per cent or more of the units were in need of ma¬ 
jor repair or lacked private toilet or bath. After 
close examination of the maps, areas containing 
clusters of five or more such blocks were marked 
off. An attempt was made to mark off regular 
areas with well-defined boundaries such as would 
be included in a redevelopment program. An es¬ 


timate of the number of units in concentrated re¬ 
development areas was thus established. The 
units in substandard blocks outside such areas 
were considered to be subject to block replace¬ 
ment. As for the dwelling units located outside 
either the concentrated redevelopment areas or 
the substandard blocks, it was assumed (1) that 
they would be replaced if they required major re¬ 
pairs, and (2) that they would be rehabilitated if 
they did not need major repairs but lacked a pri¬ 
vate toilet or bath. 

The results of the application of this method 
are shown in Table A of this appendix. 
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Appendix 25 (continued) 


Table A. Estimated Hous.no Needs in Urban Areas of the United States and Urban 

Redevelopment Procram, 1940 

{All Numbers in Thousands of Dwelling Units) _ 


Total 


Dwelling 
Unitt Needing 
Ma/or Repairs 


Dwelling Units Not 
Needing Major Repairs 


No Private 


With Private 


hem 


Number 


Per 

Cent 


Number 


Per 

Cent 


Inside metropolitan districts and 
urban outside metropolitan 
districts . 

Replacement and rehabilitation 
Replacement 

Concentrated redevelopment 

areas 

Substandard blocks 
Other blocks 
Scattered replacement 
Substandard blocks 
Other blocks 
Rehabilitation 
Satisfactory dwelling units 

Inside metropolitan districts 

Replacement and rehabilitation 
Replacement 

Concentrated redevelopment 
areas 

Substandard blocks 
Other blocks 
Scattered replacement 
Substandard blocks 
Other blocks 
Rehabilitation 
Satisfactory dwelling units 

Urban outside metropolitan dis¬ 
tricts . 

Replacement and rehabilitation 
Replacement 

Concentrated redevelopment 

areas 

Substandard blocks 
Other blocks 
Scattered replacement 
Substandard blocks 
Other blocks 
. Rehabilitation 
Satisfactory dwelling units 


23,684 

8,910 

7.573 

5 . 2 4 ° 

4 - 3 10 

930 

2.333 

1.555 

778 

1.337 

M.774 


100.0 

37-6 

32.0 

22.1 

18.2 

3-9 

9.9 

6.6 

5-6 

62.4 


2,778 100.0 

2,778 100.0 
2,778 100.0 


Todet or Bath 

Toilet and Bath 

Number 

Per 

Cent 

Number 

Per 

Cent 

4,308 

100.0 

* 6,599 

100.0 

4.307 

100.0 

1,825 

11.0 

2.97O 

69.O 

1,825 

1 1.0 


*.523 

1,390 

*33 

1.255 

477 

773 


54.8 

50.0 

4-8 

45.2 

17.2 
28.0 


2,318 

2,041 

277 

652 

652 


53.8 

47-4 

6.4 

15.1 

*5-i 


— i.337 3<o 


18,185 

100.0 

1.829 

100.0 

6.21 1 

34-2 

1,829 

100.0 

5.285 

29.1 

1.829 

100.0 

3473 

2.750 

19.1 

15.1 

944 

«43 

51.6 

46.1 

72 3 

4.0 

101 

5-5 

I,8l2 

10.0 

885 

48.4 

1 .300 

7 * 

373 

20.4 

5«2 

2.8 

5*2 

28.0 

926 

5 * 

— 

— 

".974 

65.8 



5-499 

100.0 

949 

100.0 

2,699 

49.1 

949 

100.0 

2,288 

41.6 

949 

100.0 

1.767 

32.2 

579 

61.0 

1,560 

28.4 

547 

57-6 

207 

3-8 

32 

3-4 

52 ' 

9.4 

370 

39.0 

255 

46 

104 

11.0 

266 

4.8 

266 

28.0 

411 

7-5 

— 

• 

2.800 

50.9 


~ 


2.932 

2.932 

2,006 

'.453 

*.243 

210 

553 

553 


100.0 

100.0 

68.4 

49.6 

42.4 
7-2 

18.9 

18.9 


•399 

«79 

520 

426 

426 


M.774 

' 3-424 

1,450 

1 . 45 ° 

1.076 

664 

412 

374 

374 


8.4 

5-3 

1.6 

2.6 


89.0 

100.0 

10.8 

10.8 


8.0 
4 9 
3 -' 

2.8 

2.S 


_ _ 026 51.6 - - 

_ _ - - ' 1-974 89-2 


i. 37 <* 

1.376 

964 

865 

798 

67 

99 

99 


— r- 4 


100.0 

100.0 

70.1 

62.9 
58.0 

4.9 

7-2 

7-2 

29.9 


3* 1 75 
375 
375 

323 

215 

108 

52 

52 


100.0 

11.8 
11.8 

10.2 

6.8 

3-4 

1.6 

1.6 


2.800 88.2 



AMERICA’S NEEDS AND RESOURCES 
Appendix 26 

Estimated Cost of Acquiring Land and Buildincs in Residential 
Slum and Blighted Areas 


Acquisition cost was based primarily upon the 
FPHA experience with acquiring 100 per cent 
slum sites under the United States Housing Act; 
this experience covered 242 widely scattered proj¬ 
ects. On a national average, the cost of acquisi¬ 
tion of slum dwellings was $1,080 per old dwell¬ 
ing unit; this excludes an estimated cost of $120 
per unit for scattered commercial properties 
which were on the acquired sites. It was further 
estimated that the average site bought by local 
authorities under the United States Housing Act, 
due to financial pressures, represented only two 
thirds of what would have to be paid on the aver¬ 
age in a nation-wide slum clearance and redevel¬ 
opment program. To this was added 11 per cent 
for acquisition and overhead (6 per cent for ac¬ 
quisition and 5 per cent for carrying charges and 
overhead). The total cost was therefore estimated 
at about Si,800 per substandard dwelling unit, as 
shown below: 


Land $ 500 

Buildings 700 

Subtotal $1,200 

Less 10 percent for commercial 

structures -120 

Cost of residential units $1,080 

Increase of 50 per cent to ad¬ 
just to average substandard 


Intensive area replacement 
Concentrated areas 
Physically substandard units 
Other units 

Subtotal 

Commercial @ 2 ft. per unit and $150 per ft. 
Subtotal 

Isolated substandard blocks 
Physically substandard units 
Other units 

Subtotal 

Scattered replacement 

Physically substandard units 

Total 


dwelling 540 

Estimated cost of average sub¬ 
standard dwelling $1,620 

Acquisition and overhead cost 
of 11 per cent 178 

Total $1,798 ($1,800) 

It was further estimated that physically stand¬ 
ard units in slum areas would cost approximately 
20 per cent more than substandard units, or 
$2,160 ($2,200) per unit. 

Acquisition of neighborhood commercial space 
was estimated at $150 per front foot with an esti¬ 
mated two front feet per family of such space in 
slum areas. 

The above unit costs were applied to the dis¬ 
tribution of units given in Appendix 25 and sum¬ 
marized in the text. A computation of the total 
acquisition cost (in millions) is shown below. 

If one third of the 7.6 million units to be re¬ 
placed were relocated on vacant land, it was esti¬ 
mated that the additional land cost would be $1 
billion. This estimate is based on land cost in out¬ 
lying areas equaling 10 per cent of total unit cost. 
Since a $3,500 construction cost was assumed for 
a minimum-standard house, the total cost per 
unit would then be $3,889, with the land repre¬ 
senting $389 per unit. Accordingly, about 2.6 mil¬ 
lion units (one third of 7.6 million) times $389 
equals Si billion. 


Units 


Cost 

3*8 

@Si, 3 oo 

$ 6,840 

M 

@ $2,200 

3,080 



s 9,920 


10.4 million ft. @ $150 per ft. 

1,560 

5 -= 


$11,480 

1.2 

@$1,800 

$ 2,160 

-4 

@ $2,200 

880 

1.6 


$ 3,040 

.8 

@$1,800 

M 4 ° 

7-6 


$15.96° 
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Appendix 27 

Government Price Index 


Expenditure comparisons among years are of 
more value in understanding past trends and fu¬ 
ture prospects if the differences in the buying 
power of the dollar are eliminated. To use a gen¬ 
eral price index applicable to all kinds of prices 
for this purpose, however, would be as mislead¬ 
ing as if public costs were stated merely in terms 
of current dollars. As the Supreme Court ob¬ 
served in a utility rate case, the price index used 
must be related to the specific class to which the 
index is applied. In this study, government ex¬ 
penditures constitute a multiple class or ' family 
group” of expenditures, comprising different 
types of payments for which separate indexes 
must be prepared for combination into a com¬ 
posite index applicable to all government ex¬ 
penditure. 

The problem is to "convert” actual govern¬ 
ment expenditures for the years 1913, >93 2 am * 
1941 into dollars of a constant buying power by 
use of a price index based upon the buying power 
of the dollar for one of these years. The fiscal 
year 1941 was chosen because the estimates in 
this survey arc expressed in dollars of 1940 pur¬ 
chasing power. As the year 1941. in government 
finance, represents a fiscal year beginning July 1, 
1940 and ending June 30, 1941, for the federal 
government, most state governments and many 
local governments, fiscal 1941 is best adapted to 
the assumptions of this survey. 1 Icncc, expendi¬ 
tures for 1913 and 1932 were "inflated" to 1941 
dollars in the manner indicated in I able A of ibis 
appendix. The same process can l»c employed to 
express 1932 and 1941 expenditures in terms of 
"1913 dollars.” Text Table 156 show* P ricc m * 
dexes for major government functions, and text 
Table 154 shows general-government expendi¬ 
tures for 1913 and 1932 expressed in "'94 1 ,,0 ‘* 
lars” compared with actual 194' cx|»endiiures. 

Because governments buy various kinds of 
goods and services and spend money for various 
purposes, public expenditures were grouped into 
10 main categories, for each of which a separate 
price or cost index was computed. Price or cost 
indexes, using 1941 as a base year, were com¬ 
puted for 1913 and 1932 as follows: 

(1) Salaries and wages, military: based on the 
percentage differences in the average pay ot full¬ 


time employees between 1941, on the one hand, 
and 1913 and 1932, on the other. 

(2) Salaries and u/ages, school: same as for 

( 0 - 

(3) Salaries and wages, other: same as for (1). 

(4) Veterans' benefits: based on the percentage 
differences between 1941 and 1913 and 1932 in 
average benefit payments per veteran. 

(5) Farm aid: based on the Department of 
Agriculture index of prices paid by farmers. 

(6) Other publie-to-private transfers (chiefly 
public assistance, old-age and unemployment in¬ 
surance and public employee pensions): based on 
the Bureau of Labor Statistics cost of living in- 


(7) Other current operations: based on the 
Bureau of Labor Statistics wholesale price index 
— because this group includes a wide variety of 
expenditures for goods and services. 

(8) Capital outlays: based on the Engineering 
News-Record construction cost index. 

(9) State and local debt sendee: the amount of 
debt service in any one year represents a com¬ 
posite of contractual obligations for interest and 
debt retirement incurred in prior years when 


bonds were issued. State and local bonds are pre¬ 
ponderate^ issued for capital outlays. Hence: 
(a) The Engineering News-Record construction 
index for each of the 25 years prior to the three 
base years (1913. *93 2 '94') was a PP ,icd *° 

the amount of stale and local improvement bonds 
issued annually in each of the three periods. <b) 
The resulting or computed constant dollar value 
e . 1. _ :__ 1 1...... 1. ... Mum in-. I with the cur¬ 


rent dollar value of the bonds, and the difference 
was expressed as an average per cent lor each of 
the three periods, (c) Each of the three |K-fCcnt- 
ages was applied as a deflator to current dollar 
value of debt service for 19*3* *93* anJ '94«* rc ‘ 
spcctively. (For the years for which the Engineer - 
mg News-Record index was not available, the Bu¬ 
reau of Labor Statistics wholesale index was sub¬ 


stituted.) 

(10) Federal debt sendee: this index was con¬ 
structed separately for 19*5* ">3 2 a,ul '94' l 'V 
using the Bureau of Labor Statistics wholesale 
price index, as federal debt is incurred for a wide 
variety of purposes, rather than predominantly 
for construction, as in the case of state and local 
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debt, (a) The average of the BLS wholesale price 
index for the fiscal years 1931 and 1940 was used 
for 1941, because this was the period during 
which most of the debt serviced in 1941 was in¬ 
curred. (b) For 1932, the average of the BLS 
wholesale price index for the fiscal years 1917 
and 1918 was employed, as this was the period 
during which the bulk of the debt serviced in 
1932 was incurred, (c) For 1913, the average of 
the BLS wholesale price index from 1880 to 1912 
was used because in this period most of the debt 
serviced in 1913 was incurred. 

The resulting price indexes for each of the 10 
categories of government expenditure arc shown 
in Table A on a 1941 base, i.e., average costs in 
1932 and 1913 are expressed as percentages of 
1941 average costs. By dividing the current dol¬ 
lar expenditure for each category for each year 
by the corresponding index number, expendi¬ 
tures are converted into "constant dollars” of 
1941 purchasing power. 

The term "government price index” must be 
liberally construed, as expenditures for debt serv¬ 
ice and other fixed charges arc not "prices," 
strictly speaking. Payments for these purposes, 
however, arc indirectly affected by the changing 
level of commodity prices. Both the immediate 
and more remote influences of prices must be con¬ 
sidered in an index representing all of public ex¬ 
penditure. 


In preparing this index, each function was 
treated separately by classifying the functional 
total into one or more of the 10 enumerated se¬ 
ries. A typical general function, for example, was 
divided -into payrolls, other current operations 
and capital oudays. In the text presentation, how¬ 
ever, the functional classes were combined into 
the four classes shown in text Table 156: (1) 
total general government and business enter¬ 
prises, (2) total general government, (3) gen¬ 
eral government except military forces, and (4) 
government business enterprises. 

A significant use of the constructed price index 
was not only to measure the effect of price fluctua¬ 
tion on expenditures, but also to segregate the 
several factors affecting expenditure change. The 
cost of government is the product of the number 
of people served by government, the volume of 
government services, the average prices at which 
the government services are provided, and the 
interrelation of these factors. To measure the 
separate influence of any one of these four factors 
requires the assumption that one factor changes 
while the others remain constant. Text Table 
157 presents the results of a separate measure¬ 
ment of increases in prices, population and vol¬ 
ume of sen-ices. The residual increase in expendi¬ 
tures, after taking into account the effect of these 
three influences, is necessarily the product of the 
interaction of prices, population and services. 
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a. Column i divided by column a. «• OAumn 7 divided by column 8. 

b. Column 4 divided by column 5. 
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Imports and Exports op Merchandise and Services and Flow op Long-Term Capital Between thb 

United States and Foreicn Countries, 1919-1939 

(In Millions) 
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Source: Hal B. Lary and Associates, The United States in the World Economy. Economic Series, No. 23 . Bureau of Foreign and Domestic Commerce, 1943 , Appendix Tables I and IT. 
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Appendix 29 

Differences Between “Labor Force” and "Gainful Workers” Concepts 


In comparing the results of different census 
enumerations it is important to keep in mind 
that some apparent variations in the size and com¬ 
position of the labor force may be due to changes 
in census definitions or methods. An illustration 
of this is the shift of the 1940 Census from the 
traditional concept of “gainful workers” to that 
of “labor force.” Up to the 1920 Census, all indi¬ 
viduals who reported some occupation, trade or 
profession were recorded as gainful workers, 
whether or not they were employed at the time of 
the enumeration. It was left to enumerators to 
decide marginal cases, e.g., when a person worked 
at a reported occupation only a small part of the 
time. In 1930, enumerators were instructed to re¬ 
port as gainful workers all those who spent at 
least the equivalent of one day per week at the re¬ 
corded occupation. It is not clear whether this 
change tended to increase or decrease the num¬ 
ber of gainful workers in comparison with the 
preceding censuses. 

The 1940 Census substituted for the previous 
concept of gainful workers that of the labor force, 
which was defined as including persons who were 
at work during the last week before the enumera¬ 
tion, those with jobs although temporarily absent 
from work, those seeking work and those on pub- 
lie emergency work. The new definition was sup¬ 
posed to provide a more definite classification of 
marginal cases, and it was not dear at first which 
of the two concepts was wider. A closer analysis 
suggests that in the case of superannuated and 
handicapped workers the concept of the labor 
force is somewhat narrower than that of gainful 
workers. It is likely also that some persons tem¬ 
porarily disabled and neither having jobs nor 
seeking work who would be registered as gainful 
workers according to the 1950 instructions to enu¬ 
merators were not reported as in the labor force 
by the 1940 Census. Apart from this, the 194° 
classification left out of the labor force a consider¬ 


able number of persons whose work status was 
not ascertained, and some of these would prob¬ 
ably have been tabulated as gainful workers in 
accordance with the procedure used during the 
1930 Census. 

Another example of limited comparability of 
the labor force figures provided by consecutive 
censuses is the difference in the interpretation of 
the concept of gainful workers in farm and non¬ 
farm population. The head of the family and 
owner of the farm is usually classified as a gainful 
worker even if he is too old for actual work. On 
the other hand, farmers’ wives, except wives of 
colored farmers, are seldom recorded as gainful 
workers, even if they work steadily on the farm. 
Therefore, the proportion of gainful workers 
among men of 65 and over is overstated in the 
rural population while the proportion of working 
women is understated. The effect of this double 
bias upon the totals of the labor force depends 
upon the relative size of the farm population. As 
time goes on and the proportion of farm popula¬ 
tion declines, the over all proportion of gainful 
workers among women tends to increase more 
than it advances in urban areas, while the over-all 
proportion of aged persons engaged in gainful 
work tends to decline. 

Aside from such difference in methods of 
classification and in procedures used by various 
censuses, labor force totals may be affected by 
varying business conditions and by the dates of 
enumeration. In 1910 the Census was taken on 
April 15; in 1920, on January 1; in 1930 and 
1940, on April 1. Since the labor force tends to 
decline in the winter and expand in the summer, 
the 1920 figures may have been understated in 
comparison with those of the preceding and fol¬ 
lowing censuses. On the oilier hand, ibis mllu- 
cnee may have been partly or wholly offset by the 
effect of the war and postwar boom on the size of 
the 1920 labor force. 
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Appendix 30 

Estimates of "Normal” Labor Force in 1950 and i960 


The Bureau of the Census released in June 

1944 an estimate of the "normal” labor force for 
the years 1940 to 1950, Normal Growth of the 
Labor Force in the United States, 1940-1950 
(Special Reports, Scries P'44, No. 12). In that 
projection, the normal labor force in 1950 is set at 
59.2 million — 42.9 million men and 16.3 million 
women. The figure for the number of men in the 
labor force is somewhat lower, but for the number 
of women considerably higher, than the projec¬ 
tions shown in Table B. (Compare with Table 
191.) Like this latter estimate, the Census pro¬ 
jection starts from the "adjusted” labor force fig¬ 
ures in 1940 and is based on a set of hypothetical 
proportions of workers in different sex and age 
groups: 

For most of the age groups, the projections to 

1945 and 1950 were based on the assumption of a 
stable relationship between the percentage in the 
labor force among men or women of a given age 
group at a given time and the corresponding per¬ 
centage for the same men and women, grown five 
years older, at a time five years later. For example, 
the percentage in the labor force for females 25 to 
29 years old in 1945 was estimated on the basis of 
the percentage shown by the 1940 Census for fe¬ 
males 20 to 24 years old, with a reduction to al¬ 
low for the proportion of female workers who 
normally drop out of the labor market between 
the age groups 20 to 24 and 25 to 29 years. Like¬ 
wise, the percentage for females 30 to 34 years 
old in 1950 was estimated on the basis of the esti¬ 
mated "normal” percentage for females 25 to 29 
years old in 1945, with an allowance for the nor¬ 
mal net retirement from the labor force between 
the age groups 25 to 29 and 30 to 34 years. This 
procedure was used to obtain the normal per¬ 
centages in 1945 and 1950 for each sex and age 
group between 25 and 64 years. 

Table A shows the proportions of working 
women in different age classes in 1945 and 1950 
as estimated by the Census. These proportions 
imply a tremendously increasing “propensity” to 
work among women in age groups from 30 to 49. 

In several cases these figures suggest that the 
percentage of working women in the same gen¬ 
eration would increase as time goes on. which is 
not very probable. The Census estimate of the 
“normal" labor force in 1950 may therefore be 
somewhat too high. The difference between the 


Table A 

Percentages of Working Women in Different 
Ace Classes as Reported by Census for 
1930 and 1940 and as Estimated 
FOR 1935, 1945 AND 1950 


Age Class 

19JO 

>935 

1940 

‘ 94 $ 

1950 

14 to 19 years 

22.8 

20.7 

19.0 

17.6 

16.5 

20 to 24 years 

41.8 

43.8 

45.6 

47-2 

48.7 

25 to 29 years 

30.2 

327 

357 

37-9 

40.1 

30 to 34 years 

23.6 

26.8 

30.8 

354 

39-5 

35 «o 39 years 

22.3 

24.9 

28-4 

33.0 

38.1 

40 to 44 years 

21.1 

23.2 

26.0 

30.0 

35-3 

45 “> 49 years 

20.3 

21.8 

23-5 

26.4 

30.5 

50 to 54 years 

19.0 

20.0 

21.1 

22.6 

25.1 

55 «<> 59 years 

16.5 

x 7-3 

18.2 

19.1 

204 

60 to 64 years 

13.9 

* 4-3 

x 47 

x 5-3 

15.8 

65 to 69 years 

10.6 

xo.2 

9-4 


9 X 

70 to 74 years 

6.9 

6.1 

5.0 

4.6 

4.2 

75 years and over 

3-4 

2.9 

2.1 

x -9 

1.6 


Census estimate for 1950 and the estimate shown 
in Table B is not large, however, and the lat¬ 
ter estimate may be augmented by the reten¬ 
tion of some of the emergency workers in the la¬ 
bor force. For these reasons, and also because it 
has been widely used in projections of future 
gross national product, the Census estimate has 
been used in this survey for 1950. As explained 
in Chapter 22, the Census estimate of 59.2 million 
in the labor force in March 1950 is approximately 
equivalent to an average of 60.5 million for the 
year. Allowing for about half a million war casu¬ 
alties, an average of 60 million is used in this sur¬ 
vey for the estimated size of the 1950 labor force.. 
(The estimate of 58.3 million for March 1950 
shown in Table B would indicate an average la¬ 
bor force of 59.6 million for the year, and after 
allowing for war casualties, of 59.1 million.) 

For i960 the estimate of a normal labor force 
averaging 63.4 million for the year, as derived in 
Table B, has been used in this survey. This would 
mean a much smaller rate of growth for the 1950 
decade than for 1940-1950, and a much smaller 
increase than would result from application of 
the methods (described above) used by the Cen¬ 
sus in estimating the 1950 labor force. Although 
the Census has made no estimates of the normal 
labor force beyond 1950, application of the meth¬ 
ods used in estimating the 1950 labor force would 
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yield approximately the following results by age 
and sex groups for i960: 


Total 

(In Thousands) 

65,812 

Male, 14 years and over 

45.293 

14 to 19 

2,698 

20 to 24 

5 »» 38 

25 to 44 

21,659 

45 to 64 

13,726 

65 and over 

2,072 

Female, 14 years and over 

20,519 

1,181 

2,832 

14 to 19 

20 to 24 

25 to 44 

10,616 

45 to 64 

5.536 

65 and over 

354 


Comparison of these results with those shown 
in Table B indicates that the net difTercnce be¬ 


tween the two estimates is largely accounted for 
by the youngest age group for males and females 
and by the 25 to 64 age group for females. The 
lower estimates for the youngest age group seem 
preferable in view of the trend toward longer 
schooling. For the female middle age groups the 
lower estimates also appear preferable. They in¬ 
volve a 42 per cent participation in the labor force 
for 25- to 44-year-old women, whereas the higher 
estimate would mean that almost half of them 
would be employed — which seems most improb¬ 
able in view of the child-rearing responsibilities 
of this group. Likewise it seems unreasonable to 
expect that more than one out of three women of 
45 to 64 years of age will be in the labor force in 
.960, as implied by the higher estimate, especially 
if we enjoy high levels of prosperity as assumed 
in this survey. 


Table B. Estimated Labo. Force by Sex and Ace Groups. i 9 5 « and i960 
(Population and Labor Force in Thousands) _ 


March 195 ° 


Sex and Arc 


Population 
ol 16 and Over 


Percentage in 
Labor Force 


Total * 07 . 37 ' 

Male 53 .» 8 ° 

15 to 19 years 5*3^7 

20 to 24 years 5* 8 53 

25 to 44 years 21,689 

45 to 64 years ' 5.°57 

65 years and over 5. 2 '4 

Female 54 »' 9 ' 

15 to 19 years 5- 22 7 

20 to 24 years 5 - 7'7 

25 to 44 years 22,278 

45 to 64 years * 5. 2 59 

65 years and over 5 - 7 ' 0 


34.2 

88.5 

95-4 

88.8 

41.0 


IS 2 

48.5 

36.0 

21.0 

5-5 


i960 


Population Percentage in 
Labor Force of 1 6 and Over Labor Force 


». For the reasons s.a.cl in .he .he 

Census cs.ima.e of 5 9 * million •" ,hc "T . * 

in March 1950 (equivalen. .0 an average for 1 he year, 
allowing for war casuahies. of 60 million) has l*en use. 


58.3'O* 
43.204 
1.836 
5.168 
20,691 

' 3 * 37 ' 

2.138 

15,106 

795 

2.773 

8.020 

3. 20 4 

3'4 


116,254 

57.362 

6,506 

5 . 6 5 2 
22,216 
16,636 
6 . 35 2 
58,892 

6,263 

5.468 

22.271 

17.643 

7. 2 47 


33 -o 

88.3 


95-4 

88.8 

40.0 


14.0 

50.0 

42.0 

25.0 

5.0 


Labor Force 


63.3 8 4 b 

45.646 

2.147 

4 - 99 ' 

21.194 

' 4.773 

2 . 54 ' 

« 7 . 73 8 
877 
2.734 
9-354 
4.4" 

362 


in ihe present survey m»«ea.l of J . . 

b. This figure of an est.ma.e .1 average for «he >ear .1 

6«. 4 million in .he ' •»*"»' *•*« h « |,cen U * J ,n 

.he presen. survey. 
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Wartime Peak Activity of Selected Industries Compared With 1939 
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Appendix 32 

Estimates of Enercy Supply From Mineral Fuels and Water Power and of Energy Output 
Used in Performance of Work From Mineral Fuels and Water Power, 

Animals and Human Workers, 1850-1960 


The supply of physical energy for the perform¬ 
ance of work in production and transportation 
and in distributing goods and services in the 
United States during the past century has come 
from three main sources: (1) minerals (includ¬ 
ing water power used directly and in generating 
electricity); (2) animals (horses, mules and oxen 
on farms and nonfarm work animals); and (3) 
human beings engaged in gainful occupations. 
These have been the overwhelmingly important 
sources of "work energy” in the United States 
since the middle of the nineteenth century, al¬ 
though wind power used to operate windmills 
and sailing vessels has been a significant (but un¬ 
measurable) source of energy in the past, and is 
to some extent at present, while wood has been 
important as a fuel for heating purposes in the 
past and to some extent in the generation of 
power. 

Any attempt to combine and compare the en¬ 
ergy output of, or work performed by, these three 
dissimilar sources of energy may properly be 
criticized as involving so many assumptions and 
judgments — and so much guesswork that it 
might better not be attempted. Nevertheless the 
attempt is made here with full realization that 
the admittedly rough results may prove on closer 
examination to be far from the truth, and that 
the very tentative conclusions presented here may 
prove on more careful examination to be invalid. 
In order to facilitate the possible derivation of 
"truth out of error,” an cfTort has been made here, 
to state clearly the assumptions on which these 
tentative estimates are based and to indicate the 
most obvious uncertainties in the data used. 

In the first place, it is obvious that although 
minerals, animals and humans arc all sources of 
physical energy that can be used in performing 
work, they are by no means wholly comparable 
and interchangeable. Coal and other mineral 
fuels are used primarily for purposes other than 
the production of power — for heating homes, 
factories, hotels and office buildings, for produc¬ 
ing steam and heat needed in various industrial 
processes, and for numerous chemical purposes, 
such as the production of pig iron. Animal an< 
human energy cannot be used for these puqioscs. 


Even in the generation of power, for which per¬ 
haps one third of all mineral energy is used, hu¬ 
man or animal energy cannot practicably be sub¬ 
stituted for mineral energy. "All the king's horses 
and all the king's men" would be unable to oper¬ 
ate the Consolidated Edison’s power plants in 
New York City if the supply of coal were cut off. 
In fact, it would be quite impossible to harness ten 
men (the theoretical equivalent of a horsepower) 
— or a horse for that matter — to operate a one- 
horsepower motor successfully. 

In the field of transportation, on the other hand, 
manpower, horsepower and mineral power arc to 
some extent interchangeable. A man with a suit¬ 
case can travel from New York to San Francisco 
by plane, train or automobile, using mineral en¬ 
ergy; he can ride a horse, using animal energy; 
or he can ride a bicycle or walk, using human 
energy. If he had to take a trunk along with him, 
however, he would need at least a horse and 
buggy and would be much better of! with a car. 

In agriculture, as well, it is possible to substitute 
one form of energy for another. A man with a 
spade can do as much work as a horse and plow 
can do. but a tractor and gang plow can do the 
same job in "no time at all.” 

The greatest anachronism in comparing and 
combining manpower, animal power and mineral 
power, however, is the fact that very few human 
workers in the United States have to work "like 
a horse” any more. Because we obtain so much 
inexpensive horsepower from minerals, virtually 
all human work involves more mental than physi¬ 
cal cfTort — pushing buttons, punching typewrit¬ 
ers. selling goods, operating machines, driving 
taxicabs, answering telephone calls, running bull¬ 
dozers, dictating letters, thinking up "bright 
ideas" —and occasionally making great discov¬ 
eries. All of these jobs require more brain power 
than horsepower. Whether this kind of mental ef¬ 
fort can ever be compared with physical cfTort and 
translated into a common denominator is very 
doubtful; at any rate the task must await a new 
generation of statisticians. 

Manpower 

For the purposes of this analysis, however, csti- 
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mates of human effort during the period from 
1850 to i960 have been expressed in terms of 
“equivalent horsepower-hours” by assuming that 
ten men are physically equal to one horse, i^, 
that the horsepower equivalent of human effort 
is equal to 10 per cent of the total number of man¬ 
hours worked from 1850 to i960. Whatever er¬ 
ror may result from the use of this ratio, it was 
probably greater in 1940, when manpower was 
an insignificant fraction of total energy output, 
than in 1850, when manpower was much more 
important and when relatively more men had to 
work with their backs than with their brains. Es¬ 
timates of the "equivalent horsepower-hours" of 
work done by human workers arc shown in 
Table B. 

Animal Power 

Work animals were the most important source 
of energy during the nineteenth century; even as 
late as 1900, they produced as much "work en¬ 
ergy" as minerals and humans together. By 1940, 
however, horses and mules were doing less than 
7 per cent of all the work done on farms and in 
cities, and there is every prospect that they will 
contribute an insignificant and dwindling pro¬ 
portion in the future. 

Census reports on the number of horses, mules 
and working oxen on farms are available from 
1850 to 1040; the number of work animals (i.e., 
horses and mules over two years old plus work¬ 
ing oxen) can be computed with reasonable ac¬ 
curacy up to 1040: and beyond that they can be 
estimated to i960. No information is available as 
to the "average work-week” of work animals, 
however. After consultation with agricultural au¬ 
thorities, this survey has assumed that for sea¬ 
sonal and other reasons, work animals on farms 
during the entire period worked half as many 
hours per year as the human farm workers did. 

Census reports on nonfarm work animals arc 
also available for i860, 1870, 1900, 1910 and 1920, 
and reasonable estimates can be made for 1S50 
and intervening years. Horses in cities and other 
nonfarm areas have become so insignificant as a 
source of energy since 1925 that estimates for 
1930. 19.p1, 1050 and i960, even though wide of 
the mark, would introduce no great error into the 
total picture of energy output. For nonfarm work 
animals, the assumption has Ixren made that their 
average work-week was equal to that of nonagri- 
cultural workers during the entire peritHl. This 


seems reasonable in view of the fact that city 
work animals, used largely for hauling horsecars, 
wagons and other vehicles, probably worked 
about as many hours as their drivers did. 

The total horsepower-hours of work done by 
farm and nonfarm work animals estimated on 
the basis of these assumptions arc shown in Table 
A. Whatever errors of judgment may be involved 
in this computation can readily be corrected by 
using different assumptions as to the average 
hours of work by animals on farms and in cities. 

Mineral Power 

Minerals, including coal, oil, natural gas and 
water, are the predominant sources of energy to¬ 
day, but they were of negligible importance be¬ 
fore the Civil War and were less important than 
work animals until the end of the nineteenth 
century. This much can be said with certainty, 
although accurate data on the amount of mineral 
energy used for the generation of power, espe¬ 
cially for 1850-1890, are lacking. However, the 
Bureau of Mines has reported the total annual 
supply of energy from mineral fuels (in trillions 
of B.T.U.’s) for 1839 and at ten-year intervals 
thereafter to 1899. 

The Bureau's report for 1889 included for the 
first time the B.T.U. equivalent of water power 
used in producing energy, and from 1899 to date 
the Bureau has reported the total annual supply 
of energy from "mineral fuels and water power." 
Most mineral energy, however, is not used for the 
generation of power for the performance of work, 
but for other purposes, such as domestic and in¬ 
dustrial heat, light and refrigeration and indus¬ 
trial processing of various kinds. No accurate 
measure of the proportion of the total mineral en¬ 
ergy supply used for the performance of work in 
producing and distributing the goods and services 
that make up the national income is available. 
However, power authorities who were consulted 
agreed that about a third of the total has been 
used for this purpose in recent decades, and 
probably a somewhat higher proportion during 
the last half of the nineteenth century. For the 
period from 1900 to 1944 and for the 1950 and 
i960 estimates, therefore, this survey has assumed 
that one third of the total annual supply of energy 
from mineral fuels and water power has been 
used for the performance of work and can there¬ 
fore be compared roughly with the energy out¬ 
put of work animals and human beings. 
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The first three columns of Table B, for the B.T.U.V, i860, 392 trillion; 1870, 908 trillion; 
years 1900 to 1944, show the total supply of min- 1880, 2,031 trillion; 1890, 4,719 trillion, 
eral energy as reported by the Bureau of Mines All of the energy obtained from water power 
(with estimates by this survey for 1950 and i960), prior to 1890 of course, was used for generation 
expressed in trillions of B.T.U.’s and converted of power; it has been assumed that one third ot 
into equivalent tons and pounds of coal on the the annual supply of energy from mineral fuels 
basis of a "coal equivalent” of 26.2 million prior to 1900 was used to generate power for work 

B.T.U.’s per net ton. The fourth column of Table performance, and two thirds for other purposes; 
B shows for the same years the estimated amount for 1900 to i960, as indicated above, the assump- 
of energy in terms of pounds of "coal equivalent” lion has been made that one third of the entire 
used to perform work, i.e., one third of the total energy supply from fuels and water power has 


supply shown in the third column. 

The principal difficulty in "projecting” these 
estimates back to earlier decades arises from the 
fact that, although earlier figures (as early as 


been or will be used to perform work. The first 
three columns of Table B, therefore, show for 
the years 1850 to 1890 (as well as for later years 
as explained above) the estimated total energy 


fact that, although earlier hgures ^as ear.y « 

1839) are available for the supply of energy from supply obtained from mineral fuels and1 water 

mineral fuels, the Bureau of Mines first included power, expressed in trillions of B.T.U. s and con- 

water power in its report for .889, when central verted into eqmvalent tons and pound,1 of cm 1 on 

station generation of electricity wa, just begin- the basis of a “coal equ,valent of ^.’ rnd on 

ning In that year the Bureau reported total en- B.T.U', per ton. The fourth column of Table B 

erj obtained from water power (including no, shows for the same years the esumated amount 

only water power used by central stations but also of mineral and water-power energy, .n terms of 


uiuy wdiu ptots-i /- 

water power harnessed directly for industrial use) 
as the equivalent of 91 trillion B.T.U. s. 

For earlier years, "data were unsatisfactory” 
but the Statistical Abstract of the United States 
(1946, p. 473) «P orls for ccrlain "rlier periods 
the fuel equivalent of water power calculated 
"from reported horsepower of installed water 
wheels.” The Abstract shows a fuel equivalent 
for water power of 104 trillion B.T.U.’s for 1891- 
1895, 90 trillion B.T.U.’s for .886-1890. 85 tr.l 


pounds of "coal equivalent," that were used to 
perform work. 1 

Conversion Factors 

The efficiency with which mineral and water¬ 
power energy input has been converted into de¬ 
livered horsepower-hours of energy output (or 
work performed) has increased greatly since 
1850. Although no accurate measures of the num¬ 
ber of pounds of "coal equivalent” required to 


1895, 90 trillion B.T.U.s tor ioou-ioyw, «-> .... t>c r ot pounus 01 — 1-- 

lion for 1881-1885, 83 trillion for 1876-1880 and pr(X ] ucc one horsepower-hour of delivered energy 
ft . _q_. .0-- Hi** «*rlu»r figures arc rmtr.il station record' show that 


B B B V/B IWWi BVVJI »* -- * 

80 trillion for 1871-1875. No earlier figures are 
given, but it is apparent that water-power instal¬ 
lations were growing at a very slow rate after the 
middle of the nineteenth century, in view of the 
rapid expansion of steam power. For the pur¬ 
poses of this survey, the following estimates 
(based on the above data) have been used for the 
B.T.U. equivalent of water power: 1850. 7 ° lnl * 
lion B.T.U.’s; i860, 75 trillion; 1870, 79 trillion; 
1880, 84 trillion; 1890, 97 trillion. 

As for mineral fuels, for which the reports ot 
the Bureau of Mines extend back at ten-year in¬ 
tervals from 1899 to 1839, estimates for the years 
used in this survey can readily 1* arrived at on 
the basis of the percentage change in coal pro 
duction (which is available by years); i.e., from 
1849 10 *850, from 1859 to i860, etc. Thus, tie 
annual supply of energy from mineral . . 
been estimated as follows: 185°. ,88 million 


arc available, central station records show that 
average coal consumption per kwh declined from 
about 7 pounds in 1900 to about 1.3 pounds in 
1945. The latter figure is equivalent to about one 
pound of coal per horsepower hour. Power ex¬ 
perts consulted expressed the opinion that ( 1) the 
average consumption of "coal equivalent" for all 
forms of power generation (including central sta- 
lions) in the early i«)40*s was at least twice and 
probably three times as large as for central sta¬ 
tions, and (2) coal consumption per horsepower- 

1. For 1850. for cx.mplc. 70 Ut\\\on llTU/s (water 
power) plus 6 1 trillion B.T.U.’s (one third of iHS u. .on 
iri'.U.V supplied »•>• mineral furls) or m trillion 
HT.U. f. divided l.y a6.i million (B.T.U equivalent of 
one net ton), multiplied by 2.000 (pounds per net ton). 

equals 10.2 .. -und* of coal equivalent used 

crate power for work performance. I «a equivalents for 
energy from minerals and svater power lor l*6» to 1890 
were computed 10 the same way. 
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hour of delivered energy in 1850 was “estimated 
extremely conservatively” as at least four or five 
times as large as at present, and possibly much 
larger. This constitutes the basis for the admit- 
tcdly speculative (but probably conservative) as¬ 
sumption of this survey that, on the average, 
about 10 pounds of coal were required to produce 
one horsepower-hour of energy output in 1850 
and about 2.5 pounds in 1940. 

Estimates for the intervening years, shown in 
the fifth column of Table B, are judgments ar¬ 
rived at on the basis of evidence that shows (1) a 
slow but steady increase in fuel consumption ef¬ 
ficiency during the last half of the nineteenth cen¬ 
tury, (2) very rapid gains during the first three 
decades of the twentieth century (when striking 
fuel economics were being achieved and central 
stations, the most efficient form of power genera¬ 
tion, were rapidly displacing less efficient forms), 
and (3) a "tapering off" in the rate of advance in 
recent years and probably in the future as well, 
reflecting the fact that most of the opportunities 
for fuel economy have already been realized. (If a 
saving of 2.4 pounds, which was achieved from 
1910 to 1930, were achieved in 1940-1960, aver¬ 
age coal consumption per horsepower-hour would 
fall virtually to zero!) It is also true that recent 
and future years will sec a more rapid relative 
growth of less efficient prime movers such as 
automobiles and airplanes. 

Sources of Error 

It is obvious that there are many possible 
sources of error in these estimates, aside from the 
fundamental objection that can be raised to an 
attempt to compare and combine in terms of a 
common denominator of “horsepower-hours" the 
energy output from three dissimilar sources, 
which arc in many respects not competitive or 
interchangeable. The most important source of 
error affecting the reliability of these estimates of 
the "work energy" of minerals, animals and hu¬ 
mans arises, not from the basic data, but from the 
assumptions (1) as to the average annual word¬ 
ing time of worl( animals, which were such an 
important source of energy throughout the nine¬ 
teenth century, (2) as to the proportion of the an¬ 
nual supply of mineral fuels and water power 
used to produce energy for the performance of 
tcorl(, and (3) as to the "conversion factors" used 
for estimating the energy content of mineral fuels 


and water power converted into horsepower- 
hours of delivered energy. These assumptions 
cannot be validated or invalidated without a 
searching historical and engineering study, and 
perhaps not even then, in view of the lack of ade¬ 
quate data, especially for earlier years. It is pos¬ 
sible, however, to indicate the extent to which 
these estimates would be modified by computing 
the changed results that would arise if each of 
these basic assumptions were in error by as much 
as 20 per cent in either direction. 

Hie estimates presented in this survey indicate 
a total output of energy used in performing work 
of about 25 billion horsepower-hours in i860 and 
about 289 billion in 1940—more than 11 times 
as much. In spite of the tremendous increase in 
total energy output between i860 and 1940, it is 
interesting — and probably significant — that 
the increase in national income (in dollars of 
1944 purchasing power) was almost as great — 
from $9.5 billion to $102.4 billion. Hence the av¬ 
erage amount of energy used per dollar of na¬ 
tional income showed little change —from 2.7 
horsepower-hours in i860 to 2.8 in 1940. 

If we assume that errors in the assumptions 
used in these estimates resulted in a 20 per cent 
overstatement of total "work energy” output and 
of that derived from each of the three energy 
sources for each of these years, the i860 total 
would be reduced to about 21 billion horsepower- 
hours and the 1940 total to 241 billion. If we as¬ 
sume that errors in our assumptions resulted in 
an understatement of 20 per cent for all sources, 
the correct total for i860 would be somewhat more 
than 31 billion horsepower-hours and for 1940 
about 362 billion. The proportion of energy ob¬ 
tained from each source of power and the per¬ 
centage increase in energy output between i860 
and 1940 would not, of course, be affected by a 
uniform error of 20 per cent in either direction, 
but the average amount of energy used per dol¬ 
lar of national income would be increased or de¬ 
creased by the same percentage in each year. 

On the other hand, if we assume an under¬ 
statement in the case of minerals because of a 20 
per cent error in assumptions affecting mineral 
energy output (i.e., in the proportion of the "coal 
equivalent" of total mineral energy supply used 
to produce work energy and in the fuel conver¬ 
sion factors) while leaving the estimates for ani¬ 
mals and human workers unchanged, total en¬ 
ergy output in i860 would become 26 billion 
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horsepower-hours and about 355 billion in 1940. 
This would mean that total work-energy output 
in 1940 was nearly 14 times greater than in i860, 
instead of 11 times. 

If we assume an understatement in the case of 
minerals combined with an overstatement in the 
case of animal and human work energy output 
(because of a 20 per cent error in assumptions as 
to working time of animals and human workers), 
the estimate of total energy output in i860 would 
fall to 22 billion horsepower-hours, and for 1940 
would rise to 350 billion, or about 16 times 
greater than in i860. 

On the other hand, if we correct for an under - 
statement in the case of animal and human work 
energy output, leaving mineral energy output un¬ 
changed, total energy output in i860 would be¬ 
come 31 billion horsepower-hours and in 1940 
about 297 billion — nearly 10 times as much. 

If wc correct for an understatement in the case 
of animals and human workers, combined with 
an overstatement for mineral work energy output, 
the results would be about 31 billion horsepower- 
hours of total work energy in i860 and 255 bil¬ 
lion in 1940 —total for the latter year only 8 times 
larger than in i860. It is obvious that a combina¬ 
tion of substantial errors in the assumptions un¬ 
derlying this estimate, falling in owe direction in 
the case of mineral energy and in the other di¬ 
rection in the case of animal and human energy, 
could mean that these estimates of total energy 
output in i860 might be out of line by as much as 
25 per cent and in 1940 by a like percentage. 
Such a combination of errors seems most un- 
likely, however, although these estimates arc nec¬ 
essarily and admittedly based on "horseback as¬ 
sumptions.” . 

In any event, errors of even this magnitude 
would not alter the major conclusions of this 
analysis that (1) the total work energy supply 


(from all sources) has expanded with great ra¬ 
pidity during the past century in line with 
the growth of the national income, (2) the 
work energy supply obtained from minerals and 
water power has increased at a much more rapid 
rate than the use of animal and human energy, 
and (3) minerals in all likelihood contributed 
less than 10 per cent of the total work energy sup¬ 
ply in the middle of the nineteenth century, and 
indeed less than the amount obtained from ani¬ 
mals and human workers together until the early 
years of the twentieth century, but that minerals 
today account for close to 90 per cent or more of 
our work energy output and will continue to in¬ 
crease their share in the future. 

About 79 per cent of the work energy in i860, 
according to this survey’s estimates, came from 
work animals, less than 7 per cent from minerals 
and more than 14 per cent from human beings. 
By 1940 the mineral proportion was 90 per cent, 
animals furnished little more than 6 per cent and 
human workers less than 4 per cent. 

The most extreme combination of errors in the 
assumptions, discussed above, would not alter 
ihcsc proportions significantly. Such a combina¬ 
tion of errors would indicate a probable maxi¬ 
mum range in i860 from 77 per cent to about 81 
per cent for work animals, from less than 14 per 
cent to nearly 15 per cent for human workers and 
from over 4 per cent to 9 per cent for minerals. 

In 1940 the probable maximum range would 
Ik from 86 per cent to 93 per cent for minerals, 
from 4 per cent to 9 per cent for animals and 
from less than 3 per cent to slightly over s per 
cent for human workers. Even in the unlikely 
event that errors of this magnitude occurred, the 
picture still remains of a vast expansion in the 
proportion of energy from mineral and water 
power and of a dwindling and insignificant share 
contributed by horsepower and manpower. 
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408(1). 409. 756 - 57 ( 3 ). 76o-^« (t); recreation ex¬ 
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,»l «,™ul r'|*cmliturc». 7 * 6 ( 0 : 
time industrial expansion. 4* M » 

Arkansas vallev . 1 . selojunent 45 • 

480; educational 


79 * 


INDEX 


level of enlisted man, 301, 302(1); government ex- 
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5 * 8 ( 0 . 52 i(t). 5 * 4 . 532 ; shortage of vitamin B,. 108 
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4 * 6(0 
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world trade and investment. 511, 532 
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395 ( 0 . 396 . 397 . 403 ( 0 , 756 - 57 ( 0 . 76 o- 6 i(t); role 
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use of steel. 579: war s impact. 202. an, 213. 2270. 
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tion 
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Bauer. Catherine, housing needs, 167/1 
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103JO; dietary requirements. 112. 113d), 113. 117(1); 
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Bcmis. A. F., housing study. 147 

Benevolences and missions. 329 f., 331 
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consumption expenditures. 97, 700-1(1). 714-15(1). 
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284(0 
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778 (t): see alto Cm I 
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expenditures, 106 

Books, consumer-consumption expenditures. 2S9, >|. 

<22. 365: prewar status. 299 
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Bradbury, Samuel, adequate medical care. 267 
Brazil, world trade and investment. 511, 531, 532 
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Bristol, L. D., on disability costs, 252 
Britain, tee Great Britain 
Budgeting, family, 132 f., 136 f. 
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« u rcs. 394 . 395 ( 0 . 396 . 398 ( 0 . 4 O 3 ( 0 . 407. 738 ( 0 . 
756 - 57 ( 0 . 760-61 (t); steel-frame technique. 146 
Burden. William A. M., civil aircraft estimate, 222 
Burma, tungsten. 584 
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4 * 7 : inventories at end of 1945. 35 °; productive facili- 
ues, 390-410; taxes. 8. 54 ff. 

Business motor vehicles, capital expenditures. 209. 2io(t), 
2 * 7 ( 0 , * 34 . * 35 ( 0 : productive facilities expenditures, 
395 ( 0 . 396. 403(0. 4 ° 7 . 4 ° 8 (t); see alto Transporta¬ 
tion 


Calcium. 108. ill; dietary requirements, 99/j. 107, no(t), 
* * 3 > * * 4 (*) 

California. Central Valley project. 453 f-! dentist-popula- 
t>° n ratK>. 24°; education, 311(1); forest resources. 
5 . 9 * ( 0 ; highway needs. 229; interstate civilian migra- 
oon, 43, 45 ( 0 . 46(1); manufacturing and capital ex¬ 
penditures, 767(0; recreation survey. 293; shift to farm¬ 
ing. 41; wartime industrial expansion, 400 
Calorics consumption of, 106, 109. no(t), 113(1), 601: 

daily dietary allowances, 114(c) 

Canada, civilian clothing, 128; housing. 147; iron re- 
sources. 581; nickel supply, 586; per capita income. 
53 *: St. Lawreocc Seaway project. 449: world trade and 
investment, 5**. 5 * 7 . 5 «< 0 . 5 * 4 . 53 * 

Cancer, death rales. 246 

Capacity, flexibility’ of. 645-47; future needs and, 674-79; 
industrial 626-47, 676 f.; nature of. 627 f.; postwar 
outlook. 645-47: problem of excess, 631-33; resources 
and capacities, 537-647; wartime expansion and future, 
637-47 

Capital goods and services. 656(c), 660-62. 671; ade¬ 
quate standard of living. 368; basic assumptions for 
1950 and i960. 74(t), 75. 726-40; capital expenditures 
by geographic regions and states. 766-67(1); capital ex¬ 
penditures by- types, 378(c); capital formation. 74(c), 
373 ". 38 i. 382. 512. 513; capital requirements. 371- 
455 : capital transacuons and gold movements. 522(1); 
church construction. 337 f.; conservation, 432, 433. 434. 
436 I.; consumer construction. 374. 375 ( 0 . 386. 387; 
cycliol variations. 374 - 77 : defense and wartime ex¬ 
penditures. 379(r); Department of Commerce estimates. 
380. 402-5: details of method used for estimates. 731- 
37 = developmental works. 374. 375 . 376 (c). 377 . 378 . 
387. 53 *: education 305. 3 * 7 . 3 * 8 ( 0 . 322 f.. 3*5. 364; 
export of capital. 666; extractive and other industries. 
396: factors affecting capital expenditures. 390-94; farm 
buildings. 618: 15-year program of capital expenditures, 
369: forest conservation. 438. 439. 440. 441. 443; fu- 
turc expenditures. 405-10: future trade and investment 
possibilities. 524 ff.; geographic shifts. 531-33; govern¬ 
ment expenditures. 387-89 (tee alto Government and 
government expenditures); gross national product- 
capital expenditure ratio. 377 ( 0 . 381, 382. 383. 736. 
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higher education. 323. 324; highways, 229-31; hous¬ 
ing. i 4 t. 150 f. 160 ff.. 169 f.. 358 L 360; immediate 
peacetime capital expenditures. 405: industrial changes, 
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405 f.; industrial facilities. 626 f.; land development. 
434. 435 . 436 , 437 *. long-term capital flow. 774 ( 0 : 
long-term trends. 377; manufacturing expenditure. 
394, 629. 643. 646; medical care expenditures. 270E. 
363; national capital plant in 1950 and i960. 61: needs 
and demand. 351. 373 - 89 . 39 ®. 401-5. 407-10..5 3 ®- 
33. 653 661 (t). 670-72; past expenditure trends and 

relationships. 56. 374 - 77 . 380-83. 756 - 59 ( 0 . 7&o- 
63(1); pipeline replacements. 234: population and in¬ 
come change. 405; productive facilme. 373. 386. 387. 
388(1). 389. 390-410; profit-capital expenditure rela¬ 
tionship. 3931 public and private expenditures for. 

56 ff.. 388. 662; public libraries and museums. 323. 
324; recreation. 285 f.. 292 f.. 296 f.; regional shifts of 
industry, 400 f.; rehabilitation and conservation. 432. 
433. 434. 436 (•: replacement of. 373; »' vcr *aUcy de¬ 
velopment. 444-55 pa,nm: rural and regional develop¬ 
ment. 431'ff.; technological changes. 39 *“ 93 . 107 ~W> 
406; transportation. 202. 209 f.. 224-26. 232 ff.. 235(1). 
394-96. 398(f). 4 ° 3 ( 0 . 404. 4 o 8 (t): urban redevelop¬ 
ment, 411-30 patnm: usable in peacetime. 653:. utili¬ 
ties. 394-96. 398 (t). 403(0* 404.. 408 ( 1 ): war indus- 
tries. 642; wartime changes. 396-401; wartime de¬ 
ficiencies and transition demands. 377-80: water-supply 
systems. 447; waterways and harbors. 2ji I.. 234: *** 
also Goods and services 

Carbohydrates, 106. 109; dietary requirements. no(t). 

Cardiovascular conditions. Selective Service findings. 247 
Caribbean area, petroleum reserves. 597 , .. 

Cash income, of consumer units. 65 ff.. 667*. 698 di 
tribution of. 64(c). 65 *’. inflationary threat o« large 
cash accumulations. 73: liquid reserves. 70. 72 > 4 5 

653: urban vs. rural. 67. 68 ( 0 ; zee also Income; Sav- 
ings 

Catalogs, mail-order. 121 f.. 128 
Catholic Church, see Roman Catholic Church 
Cattaraugus County health demonstration protect. 201 t. 
Cattle, number of. 617 

Census, agricultural labor supply. 619: consumer unit*, 
future trends. 38 f.: employment in recreation. 275 - 
family data. 37. 39 : inhabitants per square mi*.■ 43 »- 
interstate civilian migration. 43: I* 1 "* force estimates. 
73. 54«. 542 ff.. 619; metropolitan districts, m».«'• 
public welfare expenditures. 486 f.: religious bodies. 
336; reproduction rate. 33: ",' e jn '' <-n.pos.tion of 
population. 48; social and welfare workers. 340. sub 
urbanization of population. 4«5 
Census of Religious Bodies. 326. 332 
Central America, foreign investments. 52i(t). 53 * 

Central heating. 146 . . 

Central region, forest resources. 59 *<«): hospitals. 4 
Central Valley of California development. 453 »• 

Cereals, see Flour and cereals , 

Chamber of Commerce of the United States, housing sur 
vey. 153; war-deferred demand. 187 ft. 

Charity, original meaning. 339 
Charleston (S.C.), public carriers. 2tin 
Charlotte (N.C.). local government cost. 41* 

Chase. Stuart, recreation expenditure estimates. 27a 
Chemical products, productive facilities e'Knditures 402 

«,«>. 4 O 4 < 0 . 7 > 6 -S 7 ( 0 . .VmTd fS 

outlays, 397. 398 ( 0 : wartime developments ami 

ties. 406. 641 » , 

Chemistry, basic chemical requirements of I*** • 

Chicago ( 111 .), industrial decentralization and .e lation. 
4170; recreation receipt distribution. 275: » ,um * 4 4 ’ 

West Side Neighborhood Plan. 421 »- „_ 

Chicago Council of Social Agencies, budget allowances. 

Chicago Medical Society, fee schedule. 267. 3'*2 
Chickens, see Poultry 


Childbirth, deaths during. 246 

Children, aid to dependent. 487: child labor. 541. 543 *- 
565: clothing. 123; dietary requirements. 107. ** 4 ( 0 . 
n6(t); energy demands and expenditures. 106; health 
program. 268 f.; number per family. 99 
Children’s Bureau, medical care. 268 f.; public health pro¬ 
gram. 260 , . , , 

Child welfare agencies, salaries of workers. 341 
Chile, per capita income. 53 * , ...... 

China, coal reserves. 597: future investment possibilities. 
53*. 532: per capita income. 531; productive capacity. 

539 ’. tungsten. 584 ... . 

Chrunan Herald, number of church members. 332 
Christian Scientists, membership. 333. 334(0 
Chrome, economy in use of. 575 ... , 

Church and religion, benevolences and missions. 3*9 *•* 
331; capital expenditures. 337 f- 375 ( 0 . 379 ( 0 - 
381(1). 384(f)- 385 . 739 (f)- 758 - 59 ( 0 . 762-63(0: 
Census of Religious Bodies. 326. 332 : church after the 
war. 336-39; church attendance. 333 - 35 ’. church build¬ 
ings. 329. 337: church growth before the war. 330-36: 
church membership. 326. 330(1). 33 *“ 33 . 334 - 35 ( 0 ; 
church today. 326-30. common interests in all religion. 

139; consumer-consumption expenditures. 80. 81(c). 82 . 

87. 337 . 340 . 344 . 353 - 354 (*)» 355 . 659 (‘>j 660. 670. 
712-13(f). 718-19(0. 725 («). 735 («>: development of 
cooperative work. 339: expenditures, gifts and bequests. 
326. 330(1). 33 «. 337 *. freedom of worship. *26 f.; 
goals of the church. 33 * f.s «hc minister. 328 f.. 33 »: 
needs and demand. 3 19 . 344 (f). 365. 366. *67 < 0 . 
388(1); organized religion. 326-39: Sunday schools. 
327(f). 335 f * 338 : "typical" church budget. 3*7 
Cigarettes, see Food, liquor and tobacco 
Cities, see Urban areas ....... 

Citrus fruits, annual quantities needed per capita. *' 7 ( 0 . 
consumption of. 9 «. *o«*(t). 102(0. 103. 111: daily 
nutritive value. 112. 113(f): «»»*«* »*•« ‘" r mnJe,a,e ‘ 
cost meals. 1 i6(t) 

Civil Aeronautics Authority and Board. 220 232 
Civilian Requirements. Office of. consumers intentions to 
purchase household appliances. 347 
Civil service retirement system. 492 

Civil War. international position of U.S.. 5 ". 5 ' 3 : P* 0 ' 

Clark! Odin, productivity changes during depression 
years. 554 ". 6jt» 

Clay. Sir I lenry. on the capitalist system. 686 
Clergymen, number tn U.S.. 326: salaries of rural minis- 
ters. 328(1) 

Cleveland (O.). population changes. 415. 4 « 6 (t) 

Clinics, development of. 243: P-'* * V ’"Z 

Clothing, accessonts an.l personal care. 1 19-40. annual 
clothing purchases in cities. 126 - 27 ( 0 : cleaning, .be¬ 
ing. repair. t2o(t). • 3 *(«). » 37 : ‘^m^'umpuon 
ex|>en«hlurcs. 80. 81 (O. 83. 84. 86. 87(f). HJ • 
132(1). « 37. 172 . 183 . * 50 . 273 . 274. 353 . 354 < >. 
659(0. 660. 700- 3 (*). 714 - 15 ( 0 - 720 - 21 ( 0 . 732 (f). 
746(f): deferred demand. . 29 147 U 

in 1950 and i960. * 37 : factory-made. tat. '84. 
budgeting deseb'pmrnts. IJ2 f.. 1 j6 f.: industries, 

trade, ami businesses. i2o(t); inventory defioenejes. 
368; materials and products. .21; needs and dema. d. 
129-17. 1 4 <>(t). 347 f - 356 . 357 f- 366 . 367 ( 0 . - 3 *' 9 . 
668 * production ami taste. 120-23. « 3 «'( 0 : replacement 
rates Il8-3«>(0: standards. I 32 ll . 196. 747 <•: «■**•« 
Ind stile 2 - 23 - • 28; trades and businesses. 1939 * 
74 3-45(0: .-'on and rural differences. .28; World 
War U s effect. i2«f- 
Clubs, see Organizations and clubs 

Coal. Chinas t*serves. 597: energv Source. 5«9. 50-(O. 
592 ; freight nduciinn. **8: fuel econ-mv rn consump¬ 
tion of. 57 r.fl): production <4 gas and oil liorn. 589 . 
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productive facilities expenditures, 395(0, 396. 397, 
398 ( 0 , 402, 403(0, 404(0» productivity in mining, 
5 g«. 559. 629, 630. 632, 633; reserves, 575, 587. 
5 “ 8 (t); tonnage in good years, 573; wartime peak ac- 
uvity, 778 ( 0 , 779(0 

Coffee and cocoa, consumption of, 91(1), 92, 113(0 
Cold storage, 89 

Colean, Miles L.. housing needs. 1670 
Colleges, tee higher education under Education 
Colorado, education, 311(1); interstate civilian migration. 
45 ( 0 . 46(1); manufacturing and capital expenditures, 
767(1); oil deposits, 588; wartime industrial expansion, 
400 

Colorado-Big Thompson project. 452 
Colorado valley development, 454 f. 

Columbia. District of. tee District of Columbia 
Columbia River, forest resources in region. 591 (t); valley 
development. 452 f. 

Combat armament, tee Munitions industries 
Commerce, commercial buildings and equipment. 394. 
395 ( 0 . 396 , 398(c), 403(c). 407; commercial fishing, 
441: commercial insurance. 254. 255: commercial 
plants move to suburbs, 417; commercial transport 
equipment, 215; industrial capacity. 626-47; productive 
facilities, 375 (t), 379, 384(c), 738(1). 756 - 57 ( 0 , 760- 
61 (t); tee alto Foreign trade and investment 
Commerce, Department of, capital expenditures. 380. 
402-5; construction expenditures for religious build- 
) n K*. 337 : consumer-consumption expenditures. 80/*; 
intercity bus traffic, 220; national income analyses, 53 n, 
54. 7 °: 'ad travel. 219; recreation expenditures. 274. 
284: St. Lawrence project, 449; savinp of individuals, 
70 ff. 

Commodity prices, tee Prices 
Common carriers. World War II, 8 
Communicable diseases. 246. 260; tee alto Diseases 
Communication, consumer-consumption expenditures. 
174 . 180. 181. 182(C), 192(C). «95f-. 197. 201 (t), 
704 - 5 ( 0 . 716-17(1). 722(c). 733 («): labor force sta- 
ustics, 545 (c). 546 . 547. 558 (t): needs and demand, 
183. 201 (t). 367(1); productive facilities expenditures, 
374 . 379 ( 0 . 384(c) 395 ( 0 . 398(c). 403(c). 408(1). 
73 o(c), 756 - 57 ( 0 . 762-63(0; standard. 197. 198(c); 
telegraphic, 180. i8*. 395 (c). 396 ; war-deferred de¬ 
mand. 183; war s impact. 399. 406. 633. 635(c). 636(1). 
637: wartime peak activity. 780(1); tee alto Telephone 
lacilitics 

Communities, distribution of population by. 42(1); tee 
alto Urban areas 

Community chests. 341. 342. 343 
Community War Services. Office of. 287 
Condiments, nutritional requirements supplied bv. 106 
Congregational Church, church attendance. 335; Sunday 
school enrollment. 336(1) 

Connecticut, education. 310(1); interstate civilian migra¬ 
tion. 4 3 . 44 ( 0 . 46(1); manufacturing and capital cx - 
penditurcs, 766(1) 

Connecticut and Merrimack vallcss. 449 
Conservation and development protects. 672: cipital ex¬ 
penditures. 375(0. 379 ( 0 . 380. 381 (t). 3VHO. -Sc 
388(0. 3S9. 407. 739(0, 758-50O). “62-63(1): crop 
and grazing lands. 431-37: f«*rc*t rrs.Hir.ee, 43 --ji 
592: government expenditures. 4S5: natural rc-o,trees! 
484 f.: needs. 1950 and i960. 3S7. 389: per acre Yields 
615; rehabilitation and. -131-34: soil comcrvati n. ,31 f. 
Consolidated Edison, energy out|Hit in N.Y.C.. *>3 
Construction industry; capital expenditures. 54 il„ 74(1), 
661 (t). 662; high-priced houses first. 15b: IjkV :., r . c 
statistics. 545(c), 546. 547. 555 . 558 ( 0 : nuchinerv and 
equipment e\|>enditures. 395(0, 396. 40311..' .05 
4 <>S( 0 . 739 ( 0 . 758 - 59 ( 0 . 762-63(1): use of sled,’ 
57 9: wartime. 6 . 635(c), 636(1), 637 


— consumer construction: expenditures for, 374, 375. 
376 (c), 377. 378 . 379 ( 0 , 381(1), 660, 739(0, 75*-’ 
59 ( 0 . 762-63(1): needs and demand, 383-85, 386, 387, 
671; wartime deficiencies and transition demands, 378- 
80 

Consumer-consumption goods and services, assumptions 
for 1950 and i960. 58-61, 65, 68, 74(c). 85-87. 
102-5. 132(0. 137 . 35 *. 353 - 55 . 368 f., 654-66, 726- 
40; automobile expenditures, 205, 224; capacity to fill 
future needs, 674-79; clothing, accessories and personal 
care, 119-40; consumer-consumption expenditures: use 
of term, 8on; consumer habits, 391; consumer income, 
54 . 62-68, 351 f., 368; consumers' liquid reserves. 
72 ff.; consumer spending patterns. 79-87; consumer 
subsidies. 92-94; consumer transportation, 202-35; con¬ 
sumption requirements, 77-369: consumption trends. 
80-82; deferred demand, 183 ff., 345-51, 651-54; de¬ 
mand and output in 1950 and i960, 654-66; details of 
method used for estimates. 727-31: education. 299- 
325; elasticity of expenditures. 352 f.; family expendi¬ 
tures. 132 f.; food, liquor and tobacco. 88-118; house¬ 
hold equipment and operation, 172-201; housing and 
household utilities. I41-71; income, expenditures and 
savings. 52-75; income changes affect expenditures, 82- 
85, 98 f.. 720-25(1), 728(c), 729(c); liquor, 88-118 
painm; major groups. 81 (t); medical care, 236-72. 
362 f.; needs and demand, 183 ff., 345-^9. 39®. 654 ff- 
666-74; 1909-1941 expenditures, 659(1); 1909-1942 
expenditures. 700-13(1). 714-19(1); 1910-1941 ex¬ 
penditures, 656(c); 1940 and 1941 expenditures. 
366(c); 1944 expenditures, 10; number of consumers. 
73: Patterns of expenditure by income groups, 727; pn- 
vate welfare. 339 ~ 44 : productivity: key to welfare, 679- 
87; public services differ from. 460; reconversion, 563: 
recreation, 273-98; religion, 326-39. 365; sensitivity. 
82-85. 353 * 380, 720-25(1); share of gross national ex¬ 
penditure. 53: shortages. 69: social svelfare. 339-44: 
surveys of buying intent. i88(t), 189(1), 190(c); to¬ 
bacco, 88-118 pat rim; transportation. 202-35; urban- 
farm differences. 67. 99 -tot, 123/1; variations among 
population groups, 97-101; war's impact, 3-16. 183 ff.. 
651-54: wartime savings and consumer demand, 69 ff.: 
tee alto main entries: Education; Medical care, etc. 
Consumer transportation, tee Transportation 
Consumer units. 38 f.. 49: assumptions for 1950 and i960. 
64. 66. 67. 73. 74(0, 79. 20on, 352, 355; average in¬ 
come. 63 f.. 368; cash income. 65 ff., 667/1, 698 f.; esti¬ 
mated distribution of. 64(c), 698 f.; future trends, 37. 
38 ff.; household operation, 182; lower income classes. 
68; medical care expenditures. 251; urban and rural 
areas. 41 

Contapous diseases. 246. 260: tee alto Diseases 
Copper, resources. 581(1). 582 f.. 597; wartime peak ac¬ 
tivity. 778(1) 

Corn, per capita consumption. 92(c); yields per acre, 612 
Corporations, profits. 8; savings. 10. 54 ff.; working capi¬ 
tal of U.S.. 646 

Correction. 673: government expenditures. 487 f.; tee alto 
Government and government expenditures 
O-stv cost of living index for 1940-1944. it; cost-price 
structure. 351. <*5 3 : tee alto Capital goods and services; 
Consumer-consumption goods and services; Prices 
C«t«on and cotton goods, consumption of. 603; cotton 
acreage, 610. 613: expansion of industry, 394; labor 
shortages, 130; postwar export market for, 606; pro¬ 
duction of. i22(t): synthetic fibers compete with, 129; 
L'.S. self-sufficiency, 599; wartime peak activity, 779 ( 0 ; 
woolens. 121 

Counties, expenditures. 4x9; local health service, 238: 
physician-population ratio. 357; see alto Government 
and government expenditures 
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Credit corporations, government contributions to. 462(1). 

468-69(0 . 496 f*. 500(1). 505(0 
CriDDlcd children, medical care. 268. 269 

acreage, 599. 608 I 6.0, 6,. con«.»,uo„ and 
development of crop and grazing lands, 45» 37. 455. 
yields per acre, 612-15. 624, 625 
Crowell-Collier consumer study, airplane market. 222 

Cruise travel, 206 . .__ 

Cuba, nickel supply. 586; per capita UMMie. 53« 
Curriculum, college, 306; elementary and secondary 
school, 303 f. 

Cutover land,*436 


Dairy products, see Milk and milk products 
Dallas (Tex.), recreation survey. *93 
Davis. Michael M.. "The Supply of Doctors. 237 " 

Death rates, 30-32. 33 ( 0 . 36. 73 . * 45 “ 47 ! ° 7 ' 

Bellevue-Yorkville project. 26. ■ Ca.u.auKu^dcmomua 
tion. 26. f.; causes of death. 246; death expense* 

353. 659ft), 660. 7 o 6 - 9 (t). 7 « 6 -i 7 («). 7 * 3 ( 0 . 734ft). 

Debt'retirement. government enterprises. 4 6 7 ". 494 " 
Decency, consumption standard. 132. > 33 . ' 96 . 355 •• 

Deiense 3 progSn, capacity operation. 57 '! housing. 152; 

industry stimulated by, 555 „ 

Defense Transportation. Office of. World War II Irani 
portation and shipping, 7 , , . 

Deferred demand, see under Demand and needs 
Deficiency diseases, dietary recommendation!. 1 - 
Dehydration of foods, 102 . 

Delaware, education. 3 ° 9 . 3 «®( 0 s 
gration. 44(t). 46(t). 47! manufacturing ami capi.al 

expenditures. 766ft) 

Delinquency, clothing and. *27 nature 

Demand and needs, capacity to fill eu '“ r ^/’ 74 , ,9, o8 _ lo 
of needs 666; 1950 and i960. 35*768. 369. 4 °»J®- 
657(c). 658ft). 666-774; and output in * 95 ® and i960. 
654-66; potential and realized. .*7: «f^. 34 *. M* 
-deferred demand. 345-5*: aut.^noj«le». 346. church 

building. 337 ; clothing. 189 * 4 r 7 /‘household appli* 

50; furniture, furnishings. 34 / house now P 

l™, .. 8 ,- 9 ;. 3461 .. »8(.): 

pact of. 350 f.; recreation. 34 " 

buying intent. 190(1); transportation and travel. 

17. 348, 149: war output and. 651-54 
See also need, and resources under United Su.es 
Demobilization and readjustment. 562-05 
Denmark, housing. 147 .e . 

Dcnul care, income an«l dental health. 249 *•• 

ard, 362; tooth defects. 247 , i ft i 

Dentists, 239 f.. 241. 264 f.S available an. mi' , 

266ft); concentration of. in cities. -65- «] (c) . 

services of. 251; future needs. 264 "* . * f> 

240; public health program. 260; specialization K 

240; World War II. 24 3-45 . Iirf . on jl care 

Department stores, clothing. accessories an* I ^ 

items, 120; household furniture. 1 , 4 . .. 

Depreciation, housing. 15*. ** 4 ; 7 

reserves for obsolescence ami. 54 «*• F J,, ‘ • * t<lu i |Ul res, 
Dcprcion, birth ,a.e. 34 . 4 »; 

375 f .. 3 »i ; community chests. ^ IIKomr . 62: 

sumption expenditures, on, 14 ". f , « 1 

consumer mirket. 63: farm .-.pulat.on wAj 1 ' 

consumption. 104, 601; government rx| in flJrnced 

immigration influenced by. 34: 
by. 32. 48; I>er capiu 

lion trends, 42; pressure to reduce <<* . 3 

274. 277. 279. 280 ff.; social 
theory of the mature econotns. 54 °. u w 
549. 550; wartime migrations and. 4? 


Detroit (Mich.), recreation receipt distribution. 275; urban 
redevelopment. 419 . 

Developmental works. 374. 375. 376(c). 377- 37®. 53** 
739(0. 758-59(0. 762-63(0; demand in *950 and 
i960. 383. 384(*). 385; expetnlrture* for. 3/9(0. 
38i(t), 661 (t). 662; needs, 385. 3»6 f.. 67* f.; war- 
time deficiencies and transition demands. 378-Bo 
Diet, see under Food, liquor and tobacco 
Disability', compulsory-insurance bills. 255: «*** ***• 

phy sical defects, sickness and. 247-49; «**"« loit throu S h - 
248 f. 

Disciple* of Christ, 336 , , - „ . 

Diseases, communicable. 246. 260; control of. 2360.. 
death rates. 245-47; degenerative. 246; dietary recom¬ 
mendations. 112; see also Medical care 
Disposable income. 54 ff-. 6 in. 7* **••. 3*7". 

sumption expenditures. 104; sensitivity of consumption 
expenditures to income changes. 83. 84. 86. 728(c). 
729(c); tobacco expenditures and. 105; transportation 
estimates. 223; see also Income 
Distilled spirits, see Alcoholic beverages . 

District of Columbia, education. 309. 3 «•<«>• 3*2."«** 
sute civilian migration. 43. 44(0. 46ft). low-pr ce 
milk. 93; manufacturing and capital expenditures. 
766(1); migration of population. 43. 44(0. 46(0. 
population changes. 416(c); slums, 4*4 
Districts, see Metropolitan areas _ 

IVtanr Robert R. t estimaic of national wealth. 627 
Doctors. 236-39. 24*. 264. 265; available and number 
needed. 266(1): concentration of. in cities. 265. « 
penditure* for services of. 25*. 362: future needs. 264. 
incomes. 237 f-. 239. 266; in mdustnal pracuce. 238 f.. 
physician-imputation ratio. 24J. 264: public health, 238. 
260; salaried physicians. 237 f-: specialization. 237. 
World War II, 243-45 
Domestic freight, see Transportation 
Domestic service, expenditures 1for. *79. •8*. 

,oa(t), 201 (t). 7<>4-5(«). 7*6-i7(*). 72i(*). 733(0. 
,X, (o,« «.«*,. 545«). 546.547: “L*; 

mand in 1950 and i960. 192 f.. aoi(t). 367(0. « ,cnd j 
in production and taste. 172. *74. 178-80: war-deferred 

demand. 183 . 

Douglas. Paul, unemployment estimates. *9. 55® 

Drainage program. 433(0. 434. 435* 43 6 * 455( > 

Dress, ree Clothing, accessories and personal care 
Dressmaking, factory dress production. 121 
Drought, river valley development. 45* 

Drugs an«l appliances, expenditures for. 362 

588(.». ,5, 

plianccs. 184 if.: production. 631. <-35(t). M<*. 

Srak activitj. 778(0; /~ Manufacturing 

dS-hS". !£“£”* .. .Ml.: l-Jto 

m -lum ll MNM 
...f. substandard units. 4«4. 420E. 7 /°. urban. 
753(0. 769(0: /ce I h.useh..hi equipment and op¬ 

eration; Housing and household utilities 


Earnings, see Income 

Fast trend «*f migration ••■•in. 4 3 

Fast'No,ih Central and l ast South Central states, dentist- 
iMipulation rati ., a inhabitants |kt m|ujic mile. 43»j 
interstate civilian migration. 44<«); manufacturing and 
capital ex,Kn.hru«,s. 400. 40.. 7 66(t); state and local 

government finance. 47«(t) 

Edison Electric In mute, cost per hsvl. 156” 

Education. .8. 299-325: adult. 3«7. *'6. 32 ; 

... ,/,.- ..lull poiiulation s educational level. 301 (U. 

.37,. ,75(0. >7V(0. >8; ; . ,8.. 

384(1). 386. j«8(0. 389. 4°7* 739(*). 758-59(3). /'*2 
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63(1); class size, 303. 313; commercial schools, 307(1); 
constantly expanding, 299; consumer-consumption ex¬ 
penditures, 80, 81 (t), 82, 299, 305-9 passim. 313. 314, 

3 «j. 3171.. 320 a 670,712-13(1), 718-19(0,725(0. 

735(0; cost of adequate. 320-25, 364; cost per pupil, 
3«9. 364; deferred demand. 348. 350; and diet, 118; 
differentials in U.S.. 310-'i(0; discovery of the indi¬ 
vidual, 304; educational levels of three generations, 
302(c); educational opportunity and income, 308, 547; 
the educational process, 299; educational standards, 
3 1 9 '363!.; emphasis on utility, 304; foundations, 
3»5. 3*S(t), 322; general trend to homogeneity, 50; 
government expenditures, 490 f. ( see also Government 
and government expenditures); illiteracy. 316; in¬ 
equalities in organized, 308-13; informal, 313-15. 
3*«(t)* * 22 ’ 364 1,brar, c*: public and private. 314 f., 
318. 322, 323; museums, 315, 318. 322. 323; needs and 
demand, 363-65, 366. 367(1). 368. 369; organized. 
300-13, 318(t); part-time, 307; postwar period, 316- 
25; preschool. 320; prewar status of American. 290- 
315; private. 80. 8t(t), 82, 83(c), 85. 87. 323 f-. 353. 
354(0. 355. 659(t). 660; public, 355; public vs. pri¬ 
vate expenditures. 323 f.. 325; racial differences. 312 f.; 
reading, 314. 315(1), 318(c). 322; recreational activi- 
tics. 273; regional differentials. 308-11; relationship 
between earnings and, 547; religious. 338 {see also 
^nurch and religion); school attendance, 300(1); school 
buildings and equipment. 322: school lunch. 93. 105; 
school term, 303; taxes for public. 319; transition pe¬ 
riod, 315 f.; truancy, 309; unified and continuous proc¬ 
ess, 304; urban redevelopment. 428: urban-rural differ- 
cnees, 31 if.; vocational. 307. 316. 490; wartime de- 
nciencies in outlays for, 378, 380 

— elementary and secondary schools, 301-5, 307(1). 308. 
3'7. 3*8(t), 320 f., 322 f„ 324; class size. 303; co¬ 
ordination of high school and college courses. 306; 
costs. 363, 364; curriculum. 303 f.; enrollment and at- 
tendance. 51. 300 f.. 302 f.. 307. 309. 3»2. 3'6. 320(1), 

* ‘ 3 V' ^ 3 .' 3J4, 40 ? : nn c-room. one-teacher school. 
311: school plant, 301 f.; teachers. 303. 304. 307. 309. 
»I5 value of school property and endowments. 302 

— higher education. 305!.. 307(1), 308. 317. 318(c). 
32o f., 323. 324: costs. 321. 363. 364: deferred war¬ 
time. 316; departmentalized teaching. 304; enrollment. 
321. 490: faculty, 306; growth. 301; |.Q. necessary for 
success in. 321/1 

Eggs, annual quantities needed per capita. 117(1): con¬ 
sumption of. 91 (t). 1 no(t), ,o2(t). 103; daily nutritive 
value. 113(0; egg production. 6(8; market list for 
moderate-cost meals, n6(t); nutritional requirements 
supplied by. 106 rf. 

Electric light and power, coal consumption. 576(1); con- 
suiner-consumptHsn expenditures. 148L. 156. 157, 168 
lh*>. 170O). 171(c); consumption nerds and demand.’ 

193 f.. 360. 367(1); cost of electric energy. 686; domes¬ 
tic customers. 147; electrical household equipment. 178 
1V 184. 187. i«8(t), 193 f., 347. 348(1); hydroelectric 
power, 44S f.. 448-55 passim: nuclear power, 577; pro¬ 
duction of. 578. 579. 594: productive facilities expends- 
,ur : s »*<■>• 396.398(0.403(1), 404(0. 

407. 408(1). 738(1), 756-57(1), 762-63(1): productiv- 
itv 6*,,. 630; rural electrification. 147. 191. 409. 6oo. 

transmission. 218. 226: wartime production. 634 
6.35(0. 636(0, 637. 780(1) * 

rciriNhemic.il industries, 449 
•.lectromc devices. 399 

vlenum.iry an.l secondary- schools, see under Education 
•migration, see immigration and emigration 
mploynicnt. see employment and uncmploymtnt under 
La In if force 

Energy. .mun.ite vs. inanimate. 6S.. S». 683. 684(0. r,8r_ 

87. 782: conversion factors. 7 S 4 f. : sources of, i.,i*. 


m8. 588. 590(0. 592, 685-87, 781-83; sources of er¬ 
ror in estimates. 784 f.; supply and output estimates, 
781-87; trends in consumption, 589 f. 

Engel. Ernst, elasticity of consumption expenditures, 352 
England, see Great Britain 
Entertainments and amusements, see Recreation 
Europe, emigration from, 34, 35; foreign trade and in- 
vestment, 517, 5 i8(t). 52.(t). 524. 532; housing. M7 
Evangelical Lutheran Joint Synod of Wisconsin and Other 
States. 333, 334(0 

Expenditures, see Capita! goods and services; Consumer- 
consumption goods and services; Government and gov¬ 
ernment expenditures; Gross national expenditure 
Explosives, plant and equipment for. 640 
Export-Import Bank, 524, 532. 535 
Exports and imports. 5«*-35 passim, 573, 774ft); as¬ 
sumptions for 1950 and i960. 61, 526-28, 529. 665; 
export of capital. 666; food products. 599, 605 f., 607, 
625; full employment, 533 *•; invisible. 517, 526, 528. 
529; service transactions. 517-19. 527(0; transition pe¬ 
riod, 350; U.S. merchandise. 516(1), 517; see also For¬ 
eign trade and investment 

Extractive and other industries, productive facilities ex¬ 
penditures. 396 
Eye defects, 108, 247 
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I abricant. Solomon, The Output of Manufacturing Indus- 
,n e? • 8 99-i9S7. 740; Prodtictirtty of Labor m Peace 
and liar. 15/1. 562 
Facsimile broadcasting. 290. 291 

Families, church contributions. 331; clothing and personal 
care, 123. 124 ft.. 131, 133 ff., 357 f.; consumer spend¬ 
ing patterns. 79; consumer subsidies, 93; diets. 97 ff., 
loj. 115; distribution of. 698 f.; "doublcd-up" fami¬ 
lies. 165; dwelling unit costs. 422; family budgeting, 
'32 1-. 136 f.: food consumption, 101, 104; furniture 
and turmshings. 175 f. ; future trends, 37-39. 49, 65, 73, 
74(0. 104. 200/1. 355; household equipment and op¬ 
eration. 180-83. 191. 197. 198(1), aoo/i; housing, 150, 
419: income. 58. 65. 66 f 98 f„ 249. 355. 656. 698; 
mctlKjl care, 249. 252; nonfarm, 157; nonresidcntial fa¬ 
cilities for urban. 428; number betsveen 1940 and i960, 
165; population, and dwelling units, 142ft); popula¬ 
tion and rent. 75*(«>: rehabilitation loans to farm, 433; 
resettlement of farm. 434; site improvement costs for 
urban, 427 f.; size of. 37 f.. 64. 73. >9>. *97. 200z»; 

u,n areas. 424; tobacco expenditures. 99; transporta¬ 
tion expenditures. 208. 209(1); trend of births deter- 
mined by. 32; see also Consumer units 
Family Incomes & Posit, or Markets. 698 f. 

Ear East, see Asia 

l-arm Credit Administration. 497 

Farm Crop Risk Insurance Corporation. 497 

J ?' 1 consumer units. 4 «(0. 67 ff.. 355. 

698 f. dry-land farming, 432; farm and ranch indus- 
«r>. 432: farmhouses. 144, ,46. ,63; farm machinery 

6o V” 5 h «»<■>• 758-59(0.78.- 

63d). ,86(0;; farm plant. 88. 590. 6t8; food and diet. 

?£' tAl • '«*• ,43(0 - ,44 - ,46 - * 55 . 

1 h3. ,6 5. 166(t), 167; income. 8. 68 f.; labor force, 
S-w: land acreage. 431: population trends. * 4 (0. 40 ff.. 
5°; production requirements. 606-8; size of farm. 433. 
.22: subsidies. 485; tenancy. 433. 436: underemploy¬ 
ment of low-income farmers. 623 f.. 625; World War II 
prodiHtion. 7 

— larm families: church contributions. 331; clothing and 
personal care. 123. 128. 135 ff.. 357 f. : household equip¬ 
ment and operation. .Si-8;. 19,. , 97; rehabilitation 
l-ans. 433: resettlement of. 434; security through irri¬ 
gation. 4 45- tobacco expenditures. 99 
Vr a.so Agriculture: Rural areas 
Earn, Security Administration, adequate farmhouses. 163. 
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164; medical care, 248. 254; rehabilitation loans. 433; 
underemployment of farmers, 623, 624 
Far West, aircraft and heavy industries, 401; church edi¬ 
fices, 329; salaries of rural ministers, 328ft) 

Fatalities, see Death rates 

Fats and oils, annual quantities needed per capita, 117ft); 
consumption of, 91(1), 92. 93 ( 0 , loofi), 101. 102ft). 
103, 601; daily nutritive value, 112. 113ft); daily quan¬ 
tities available, 110ft); market list for moderate-cost 
meals, Ii6ft); nutritional requirements supplied by. 
106 ff. 

Federal Civil Service Retirement Act. 492 
Federal Council of the Churches of Christ in America, 
church members, 33a; report on "State of the Church." 
338; Sunday school members, 336 
Federal government, see Government and government ex¬ 
penditures; United States 

Federal Housing Administration, 497 ’. housing standards, 
159; land utilization, 146 

Federal Power Commission, capital outlays in first post¬ 
war years, 402; multiple-purpose protects. 449 . 45 ° 
Federal Public Housing Authority, 159. 497 . 77 ® 

Federal Security Agency. 287 

Federal Trade Commission, national wealth and income. 
627 

Federal Works Agency, community services program. 307 
Feed grains, 612 

Ferry service, passenger transportation. 206 
Fertility, see Birth rate trends 
Fertilizer, consumption, 600. 615 

Fibers, importance of. 119. laoft); stable per capita con¬ 
sumption of, 600, 603 
Fiction, American reading tastes. 314 
Financial and legal expense. 174. ' M '*- '*'• , 8 i ( 0 . >95 
704 - 7 ( 0 . 7 « 6 -i 7 ( 0 . 7 * 3 ( 0 . 733 ( 0 : fu«»'c needs and 
demand. 192(1). 201ft). 3MO: war-deferred demand. 
183 

Finland, housing. 147 

Fire protection, adequate, in housing. 158: forest conserva¬ 
tion, 438 f., 442; government expenditures. 468ft). 
47 oft), 483 f.. 500ft). 504ft), 508ft). 509 ( 0 . 5 'o. 

663ft). 664 

Fish, see Meats, poultry, fish 

Pish and Wildlife Service, waterfowl protection. 442 
Fishing, commercial. 441: fishery resources. 626; 

force statistics, 545 ( 0 . 54 '*. 547 *. share of national in¬ 
come, 574 
Fish-liver oils, 109 

Flood control, 374/1. 4320. 445 . 44 *. 449 . 45 ®- 45 ': 

ernment expenditures, 468ft). 47 o(«). 4 » 5 . 5 ,,0 '«». 
504ft); regional development. 4 4 « 

Floor area, standard for housing. 158 

Floor coverings, deferred demand for. 188. 19*' 

Florida, education. 310(c); interstate civilian migration. 
43. 44(1)1 46(0; manufacturing and capital expend*- 
tures, 766ft) 

Flour and cereals, in adequate diet. 115: -*"""'1 quantities 
needed per capita. ■ ( 7 <C>: consumption ol. 91. 9 *«J. 
loa(t), 103; enrichment of while flour. 111 II.: 
milling, 392. 632; market list for moderate-cost meals. 
Ii6(t) 

Flying, see Air transportation 

Pood, liquor and tobacco. 88-118; changes in consump¬ 
tion of beverages and tobacco. 94 f.: commercially proc¬ 
essed and higher-priced. 104: «..i.Mi.n«r-c»mumpiv.n 
expenditures. 80. 81ft). 83. 84. 86. * 7 ( 0 . »». 9 S-««c. 
104 f., 118. 172, 250. 326. 353 - «5 l<«>. 659U). 660. 

. 7 oo-i(t). 7 M-i 3 ( 0 . 72oft). 7 J *<*V consumption. 89. 

9.(0, 94 f-. 102-5. 601-3: ilchydration and quick 
freezing of. 102. 399 ’. food pmc*>'*ng industries. J 9 -. 
handling and transportation. 8 .,; manufactures!. 9. • 
methods of estimating requirements. 74 ' '-: nro1 ' jn '‘ 


demand. 356 f.. 366. 367O). 369. 667 f.. 674 f *. per 
cent of national income. 88; production requirements 
for 1950 and i960. 606-8. 609; productive facilities ex¬ 
penditures. 394. 395 ( 0 . 396 . 402, 403(0. 404 ( 0 . 756 - 
57O), 760-61(1): quantities of, in 1950 and i960. 
103 f.; recreational value. 273. 274: requirements for 
exports. 523. 605 f.. 607. 625; technological develop¬ 
ments. 89: U.S. self-sufficiency. 599 ’. urban-farm dif¬ 
ferences. 99-101; war’s impact. 7, 101 f., 406. 602 f.. 
633 , 

— diet: actual consumption of nutrients. 109-12; ade¬ 
quate. 115-18. 356: American. 485, 606; ascorbic acid. 
109; basic chemical requirements. 106-9; best-adapted. 
603-5. 607; body's requirements. 89 ff.; calorics. 106. 
109. 601; classification of. 99 "-' consumer subsidies. 92- 
94: daily dietary allowances. 114ft). 601: daily nutritive 
value. 113ft): deficiencies due to lack of information, 
357: dietary changes. 91 f.: dietary habits. 741; energy- 
producing foods. 91, 106. 117. 118; incomes and. 98 f.. 
101. 102. 103. 115. 118. 604. 668; market list for mod¬ 
erate-cost meals. 115. 116(1). 356; mineral elements. 
107; National Research Council's recommendations. 
112-15: niacin. 109: nutritional development ami re¬ 
quirements. 88-95. 105-18: protective foods, 9 *. " 7 . 
601. 617: proteins. 99®. io6f.. 110ft). lit, 113. 114. 
601: regional and s*hcr variations. 101; riboflavin. 
108 f.; "satiety" value. 106; science of nutrition, 89- 
91; stable per capita food consumption. 600 f.; thi¬ 
amine. 108; variations among population groups, 97- 
101: vitamins. 108 f.: wartime effects on. mi f.. 602 f.: 
wastage of food. 109 
Footwear, see Shoes 

Foreign ami Domestic Commerce. Bureau of. Real Prop- 
ertv Inventories. 146/1 

Foreign-relief agencies, expenditures by. 34 ®. 34 *. 344 
Foreign trade ami investment. 5 'i“ 35 ’. balance of trade on 
current transactions. 514(c): capital transactions and 
gold movements. 522ft): changing composition of. 526; 
by continents. 5 ' 8 (i>: creditor responsibilities. SJ8 f., 
533: exports ami imports. 61. 35 ®. 517 - 526-28. 529. 

533 f.. 599. 605 f.. 607. 625. 665. 666; foreign invest¬ 
ment problems ami trends. 5' 7 . 5 ' 9 - 2 2. 5 3 3 - 35 ’. full 
emplovmcnt and. 533 (•’• future trade ami investment 
possibilities. 524-33: geographic distribution of U.S. in- 
vestments, 521ft); government-financed corporations. 
535 ’. importance of American foreign transaction*. 
512 f.: intergovernmental loan*. 534: mlerwar period. 
520: lend-lease operation*. 523 f.: merchandise trade. 
513-17. 5i8(t). 523. 527 ( 0 . 53 ". 5 44 ’- nci long term 
capital movement. 5 ' 4(0 . 774 ( 0 : political I.Ktors. 

534 f.; postwar capital needs. s (•' 43 ’. prewar Mends 
513-22: service transactions. 517 •'». 5 * 7 ( 0 : (J.S. 
ocean-going tonnage. 5 l«: war's impact. 5**-*4 

Forests, acreage in U.S.. at': enervation and recrea¬ 
tional devclofunent. 4 37 - 4 J. V/*: exliaustib.lity, 574 ’. 
forest development ami improvement. 43 **(«). 439 - 4 ': 
forestry lain* force statislus. 545 (c). 54 '*- 547 : for¬ 
estry's share of national income. 574 : government ex¬ 
penditures. 468(0. 47 ,, <«>. 485. 5 oo(u. 502 ( 0 ; plant¬ 
ing program. 44'*: p«otc»iion. 4381 .: regional slcvclop- 
ment. 4 3C icvwrces. 4 3 ?f . 573 . 574 . S78. 5 ®' 626; 

Shelterin'!! proirct. 44 <*’. timber resources ami require¬ 
ments. 437 1 .: traiiv|t*rtatioii lacilities. 4 ( 8 ( 0 . 44 ® 
wildlife. 434. 4 37 . 44 ' f. 

lor/,me magazine, luturc demand for homing. is 4 : gross 
national prodmt m I95". *7(0: war-sUlencd demand. 

F’ort Worth (Te'->. slum ami blightsd areas. 414(1* 
Foundations. . nditures. 415 . 4 i 8 (t). 3**. 4 * 4 - 4«-5 
France, future investment possibihtiss. 54*: housing. 147: 

producuviiv slur mg depression. 554 ® 

Freight. 218 . *ii; uianufaciunng -•! Iieighl cars. 778(t) 
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Frequency modulation, 290 f. 

Frozen-food industry, 392 

Fruits, in adequate diet, 115; annual quantities needed per 
capita, H 7 ( 0 ; consumption of, 89, 90(c), 91, ioo(t), 
101, 102(0, 103, 118; daily nutritive value. 112, 
I* 3 ( 0 s market list for moderate-cost meals, u6(t); nu¬ 
tritional requirements supplied by, 106 ff.; yields per 
acre, 614 

Fuel, consumer-consumption expenditures, 148 ff., 156, 
157. 168 f. 170(1), 171(c), 353, 702 - 3 ( 0 , 7 M-i 5 ( 0 . 
7 21 ( 0 , 732 ( 0 : economy in use of, 575, 576(1); energy 
supplied by, 59 o(t), 592; mineral, 574, 587-90, 594; 
needs and demand for lighting supplies and, 170(1), 
171(c), 360, 367(0; output, 579, 580(1); requirements 
and resources, 578, 579, 587-90; wood consumption. 
59 ? 

Furniture, furnishings and equipment, consumer-con¬ 
sumption expenditures, 172, 173(1), 174. j8i. 182(0. 
192(0 201 ( 0 - 355 . 702 - 5 (t). 7 U-I 5 ( 0 . 7 2 i( 0 . 
728(c). 733 ( 0 ; deferred demand for, 183, 188, 189-91, 
347 (•; inventory deficiencies, 368; life expectancies, 199; 
needs and demand, 64, 195. 201 (t), 367(f); replace¬ 
ment factor, 348; the standard, 196, 197, 198(0. 356, 
360 f.; trends in production and taste, 175 f. 

"Gainful workers" concept, 775 

Gambling machines, recreational expenditures, 281, 
284(0. 285 

Gas, consumer-consumption expenditures, 149(f), 156, 
168, 169(0, 171(c); domestic consumers. 147; energy 
source. 59 ®(t). 592; exhaustibility of natural. 574; in¬ 
dustrial gases. 576; inert and inactive gases, 577; needs 
and demand, 171(c). 360. 367(1); production of natural 
and manufactured, 594, 634; productive facilities ex- 
penditures. 379(1). 395(1). 398 ( 0 . 4 Oj( 0 . 404(1). 
4 o 8 (t), 738(1). 756 “ 57 ( 0 . 762-63(1); reserves of natu- 
ral. 587. 588. 589; wartime peak activity, 780(1) 
Gasoline, tee Petroleum 

General-government expenditures, 472. 474. 475-78; tee 
itho Government and government expenditures 
General practitioners, ire Doctors 

Georgia, education. 309, 310(1); interstate civilian migra¬ 
tion, 44(1). 46(1): manufacturing and capital expendi¬ 
tures, 766(1) 

Germany, copper. 5790; future investment possibilities. 
512 ; housing. 147; per capita income. 531; productivity 
during depression. 5540 
G.I. Kill of Rights, 316, 350 
Gila irrigation project. 454 . 455 

Gold, foreign gold holdings. 524; gold movements. 522(1) 
Golt. recreational expenditures. 282, 284(1). 285 
Goods and services, concept of need, 385. 387; exports and 
imports of. 512. 513: government expenditures for. 
74 (t). 508(1) {see alio Government and government 
expenditures); income, expenditures and savings. 52-75. 
594 ; needs vs. demand in 1950 and i960. 666-74; post¬ 
war output, 16; productive capacity, 539: tee alio Ojpi- 
tal goods and services; Consumer-consumption goods 
and services 

Government and government expenditures. 52-75 punm. 
450-510- 662-65: abroad. 528: agriculture, 462(1). 463, 
467. 468-69(0, 470(1), 473. 479. 484 f., 500(1). 501. 
504 ( 0 . 508(1). 509O). 663(0. 664. 771. 773(0: capi¬ 
tal goods, 61, 387-89. 460(1). 461, 463. 464(1). 465(1). 
466. 502 f., 510. 662. 663(1). 665. 672 f.. 771. 77 t(t); 
causes of expenditure behavior, 467-75; Central Valley 
project, 454: classifications illustrated by 1941 exjvndi- 
"ires, 460-63; components of. 657(c): corrcv.ion. 
462(1). 467. 468-69(1). 470(0, 487 f.. 500(0. 5 5( t ). 
507. 50.8(0. 509(0, 663(1). 664. 665; current opera- 
lions. 460(1). 461. 463. 464(C). 465(1). 466. 673 f.; 
education. 317 f- 324. 325. 355 . 363. 364. 368. 369. 


459 . 462 (t), 463. 467. 468-69(1), 47 o(t). 476 , 490 E, 
5 oo(t), 505(1). 506, 508(1). 509(1), 663(1). 664, 665, 
670, 673; nood control. 445; functional contrasts, 467, 
468-69(0, 479 £•; future, 54 ff., 74(0, 479-510, 662- 
65; general administration and control, 462(1), 463, 
467, 468-69(0, 479 f-. 5 O 0 (t). 504 ( 0 , 508(1), 509 ( 0 , 
510, 663(0, 664; general-government, 460, 462(0, 
463, 464(1). 467. 468-69(0, 472 , 474 . 475 - 78 , 663(f); 
government business enterprises, 462(0, 468-69(0, 
496-98; government deficit financing, 69, 72; by gov¬ 
ernment levels, 460, 475 ( n 499-502; government pay¬ 
rolls, 463-66; government price index, 470, 471(f), 
77 «- 73 : government units and services, 459 f.; health, 
252 f., 257 f., 260, 268 f., 36211, 363, 462(0, 467, 468- 
69(1). 47 o( 0 . 485 f-. 487. 5 °o(t)» 504(1). 507. 5 o 8 (t), 
509O). 663(0. 664. 665; hospitals, 242, 243, 252 L, 
258 f., 260, 271, 462(1), 467, 468-69(1), 470(1), 477, 
485 f- 487. 500 (t), 505(1). 507 . 508(1), 509 ( 0 ; in¬ 
spection and regulation, 468(1), 470(f), 483. 484, 
5 oo(t). 504(1). 509 ( 0 . 510. 663(0. 664; interest pay¬ 
ments, 460(1). 461. 462(0. 463. 464(1). 465(1). 466 L, 
468-69(0, 470 ( 0 . 474 . 493 - 96 , 500 (t). 502 f., 505(0, 
5 ° 8 (t), 663(1). 664, 665, 773(1): intergovernmental 
transfers. 460 f., 476-78, 499 ff- irrigation, 446; labor 
force statistics, 545(c). 546 , 547. 557 . 558 ( 0 ; land 
acquisition. 434; libraries, 462ft), 463, 467, 468-69(1), 
47 o( 0 . 476 . 490 f-. 50o(t), 505(1). 506, 5 o 8 (t), 509(1); 
medical care, lee preceding modifier, health; military 
forces. 468(1). 470 ( 0 . 474 . 480. 500(1), 504(1). 508(1). 
509 ( 0 . 510, 663(1). 664, 665; miscellaneous, 462(1). 
468-69(1). 470 ( 0 . 498 f-. 500(1). 505 ( 0 . 5 o 8 (t), 
509(1). 510. 663(1); national defense, 462(1). 463, 
467. 468-69(0. 474 . 500 (t), 501, 504 ( 0 . 5 o 8 (t). 
509 ( 0 . 510; national income and taxation, 474 f., 477, 
502(1); natural resources. 462(1), 463, 468-69(1), 
47 o( 0 . 484 f-. 500(1), 501, 504(f), 508(0, 509(1). 
663(1), 664; needs and fiscal resources, 477 f.; needs for 
government services, 672-74; needs vs. probable, 503- 
10; new and expanded services. 47 «- 73 ! 19 « 3 . > 93 * and 
1941. 463-67; 1929. 1940, 1941, 1950 and 1960, 54 ff.; 
1940-1944, 9(0, n; nonwar expenditures, 475; other 
factors affecting. 473 f.; per capita general and enterprise 
expenditures. 465(1); percentage changes from 1932 to 
1941. by function. 470(c); policies influence expansion 
of productive facilities. 406 f.; population growth, 471, 
472 . 473 : Price changes affect. 470 f.. 472. 473! pro tec- 
«'** W'VKCS. 462(0. 467. 468-69(1). 470(1), 483 f-. 
500(0. 504(1). 508(0. 509(1). 510. 663(0. 664; 

public employee pensions, 462(1). 47 o( 0 , 49 2 f.. 500(1), 
505(1). 508(1). 509 ( 0 ; publie-to-private transfers, 53, 

54 ff., 461, 463. 464(1). 465(1). 466, 479, 499, 500(1). 
502. 503. 505(f), 508(1), 509(f), 510, 663, 673, 771, 
773 ( 0 : recreation. 274. 285 f.. 292 f.. 296. 298. 462(1), 
46 7 . 468-69O), 470(0. 49, f., 300(f), 505(0. 508(C). 
509(0, 663(1). 664. 665. 673; redevelopment acts, 
419 f-: rent subsidies. 359; rising government costs. 57 f.; 
river and harbor improvements. 202: sanitation, 462(0, 
467. 468-69(0. 470(1). 485 f-. 487, 5 oo( 0 . 504 ( 0 . 
507 . 5 o 8(0 509 ( 0 . 663(0. 664; social insurance, 
462(1). 463. 467. 468-69(0, 47 o (0 , 479 . 488-90, 499 . 
50 o(t), 501. 505(c), 506. 508(0, 509 ( 0 . 663(1). 664, 
665: social welfare, following modifier, welfare; 
taxes and. 418, 474 f- 477 : transfer payments, ire pre¬ 
ceding modifier, public-to-private transfers; transporta¬ 
tion 233. 462(1). 463. 468-6 9 (t). 470 (t), 477 . 484. 
5 «o(t). 501. 504(0. 506. 508(1), 509(0, 663d). 664, 
61 - 5 . 673; urban redevelopment, 420 f.; veterans' care, 
J6!s(0. 470(0, 474, 481-83, 409, 500(0, 501, 504(1), 
*° 5 <t). 507 . 5 o 8 (t), 509(0 663(0, 664. 665. 771. 
77*(0 : war's effect, 474: welfare. 339. 340. 344, 462(c), 
463. 467. 468-^9(1), 4“o(t), 486 f.. 5 oo(t), 501. 505(1). 
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507. 5<>8(t), 509(0, 663(0. 664. 665; dto United 

Grade'School, see elementary and secondary schools under 
Education 

Graduate schools, 323 . . 

Grain products, consumption of, 91, ioo(t), I02(t); daily 
nutritive value, 113(f)'. nutritional requirements supplied 
by, 106 ff.; thiamine supply. 112 
Grand Coulee dam, 452, 453 
Grazing lands, 43 *” 37 . 455 

Great Britain, American lend-lease. 523; capital-exporting 
nation, 532; civilian clothing. 128; emigration trom, 35: 
food requirements, 102; foreign trade. 5 «*, 5 ' 3 ; 5 * 5 S 
housing, 1471 investment in U.S., 5 *°iIP** “**“.*“* 
come. 531; productive capacity. 539 : productivity during 

Great* Lakes,’ iodine deficiency in region of. 107; tonnage 
during World War II, 8 
Great Lakes-St. Lawrence development. 449 
Great Plains area, development program. 45 « *• 

Greek Orthodox Church, membership, 333 - 3341 */ 

Gross national expenditure, assumptions for 195 ® and *?«*°. 
57-6 i. 74 ( 0 ; capital goods. 61. 374 ! consumer savings 
and expenditures, 58-61; gross national product as 
measure of. 53 «•: uansporut-m. 215; 

ships in 19 ^ 9 . 1940 and 194*. 54 - 57 ; "r C,tni 
national product , , 

Gross national product, assumptions for 1950 an. 1960. 
16, 24-26, 57-61. 74 ( 0 . 79 . 35 *. 368 . 525 . 569 . 570 . 
57i. 654, 655. 656(c). 666. 674. 679. 680; basic as¬ 
sumptions of survey, 73"75: capital ' [V 

lation to. 61. 375 . 377 ( 0 . 381. i8j. 

737(c), 764(1); components, 4. 655. 657(c). 658(1). 

consumption goods and services. 6 J 5 

ice expenditures. 180; estimates of. compared. 2O-29. 

foreign transactions. 5**: government c'pen.l tures 

499. 502(0. 663; higher prices affect. It 

levels, 17; housing expenditures 

155; hypothetical reconstruction of. 6,94(O. ••**°" 
penditurY relationships an«l assumptions. 93-6a. 1 owns* 
payments and disposable income. 38: Sift 

ment factor, 12 f.; inventories and trade balance 0551- 
longer working hours. 13: as measure to 

relationship to. 390 f.. 39 »(«); 394 . 4 » 7 - l**od^ ,, » 
changes, ,jf.; productivity «f labor £. 5 *^ 

residential construction and. 154. 749 <«>. f 

government eo>,,. .rend. in 

62-68; war’, imp*,. 5 (». ,o. ■«<«>. «S^***‘ 6 ' 8 ’ 
wartime savings and consumer dcmaiHl. • . 

Group hospital and medical plans. 25 ". a 54 - '• 

“Guidance,*' modern educational emphasis. 3°4 


Hagen. Everett E.. gross national product in 1950. * 7 ( 0 ; 

study of productivity, 55a , i,| lk .|.t c «| 

Hammond (Ind.), dwelling units in slum and *»I. K 

Hansen-Greer* proposal for urban redevelopment. 420 
Harbors, see Waterways and harbors 
Hartford (Conn ), population changes4 to «# 

Health, capita, outlays. 407; 

government expenditures. 485 *• l ,er a . , - 

and government expenditures): gr-wt 1 ’ ^ 

nutrition, 90 fT.; health anil decency ,„,,,me 

ard, 132, 133. .96, 355*. 366. 3^- 

249 f-; medical care. 236-72; recreational acti 

273; studies of. 253 f. 


_public health: civilian health service, 244 *•: c 01 * 4 °* 

well-rounded program. 268; drainage of land, 435 : ex¬ 
pansion of program, 260 f., 265; future of. 245; nealin 
standards raised. 50; physicians in. 238 
Heart disease, death rate. 246 

Heating, adequate. 158; technical developments. 145 
Hebrew, see Jewish Congregations . , 

Heller Committee for Research in Social Economics, 
family budgets. 133. *3 6 f.. i3 8 -39(*> 

Hemorrhages, prevention of. 109 

Higher education, see under Education 

High schools, see elementary and secondary schools under 

Hiehwavs capital expenditures. 227(f), 235(1), 375 ( 0 * 
3 T 9 ( 0 %M*). 3847 «). 3 « 5 («). 388 ( 0 . 389. 662 672. 
739(f). 758-59(*). 762-63(1); city and town street. 
230 f., 234; construction and maintenance. 216 f.. 378. 
380; government expenditures. 477 . 484; mileage and 
condition of. . 94 *. 230(c); needs. 229-31. 3 * 5 . 3 86 . 389. 
rural roads and. 228. 229 f.; types of. 230(1); U.S^share 
of world. 203; war s impact. 202; see also Transportation 
Hill-Burton bill (S. I 9 «). * 56 . 258. 487 
Hines. Frank T.. veterans’ medical care. 253. 257. *® 3 . 

Hobbies 4 and pets, recreation expenditures. 274. * 8 *<*}• 
282. 283(c). 289. 292. 710-11(t). 718-19(1), 724(f), 

Hogan*I°hn V. L.. on facsimile broadcasting. 291 
Hog production. 616. 617 
Holland, per capita income. 53 * 

Home Owners’ Loan Corporation. 496. 497 . 

Homes, see Household equipment and operation. Housing 
and household utilities 
Horsepower, see Energy 
Horses, number of. on farms. 616 

Hospitals. 241-435 requirements. 241. *63 f ’’ g ‘. 7 °- 

capital expenditures. 258 f.. 375 (<). 379 ( 0 . 3 8 ®* 3 ®.«<*>• 
384(1). 385 . 739 (*>, 75 «- 59 («). 762-63(1); dimes. 
543; consumer-consumption expenditures. 3 6j * d ‘ 
tnbution of. 242ft). 265; government expenditures 
2<2 f ^85 f. ( see also Government and government 
expenditures); group hospitalization. * 5 °. 

Hill Burton bill (S. 19*). * 5 j. 258. 487. H®**"** 1 
vev and Construction Act. 258: needs and demand, 270. 
>86. 388(f); 1950 an ‘* *960 estimates. 270 (•’. personnel. 
243. 244(«): P'-vate expenditure. 253: ««r«. o| m. 
come. 242 f.: veterans. 2580. 263!.. 271. 4 » 2 . NNorld 

I lours'of work. 4 /ee svork-sveek under I-sbor force 
Household equipment and operation. l7*-*«>• f' c * n 
repair and maintenance. 17*. '74. '«•>• *8*<0. '*3. 
92(0. *95 *97. *99(t)« *"'<«>• 367(«): communt- 

.0 ,r • r(1 >c< (,v/(t). 6tK». 702-7(1). 7*4 *7\x/. 

-!!-22(. 733(t); dome\«u service. .78-80. ,92 f.; 

«.!ma!ed «s. 2«.of.; financial and legal expose. .74, 

669; number of households. 5*. *9*; 
i8<i(t)‘ prices. 197-99; psychological needs. '«»'•. *97. 

trees'and ...«s supples. .74. significance-of 

"consumer I.,.,./’ 64; ffe standard .9^00 ,60 

trends in peo.hum-n and tas.e >7«: 8 £ ‘I* ’ urbai. 
rural differences. .8.-83; war-deferred 
Housing and household utilities. 39. '•""7 1 • '* *?’ 
building boom. .Si: capital expenditures. 14*, 5«* * j 

«55(0. 169 f • 388(f). 389. 407. 660; capital needs and 
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demand. 160-67. « 7 o( 0 , 191, 358 f.. 368. 384/1, 386. 
428 f.; changing character of. 145-47; composition of 
the structure, 146: consumer-consumption expenditures. 
80. 81 (t). 83. 84. 86. 8 7 (t). 156 f.. 169. 170. 171(c). 
172. 250. 353. 354(1). 659(1), 702-3(1). 714-15(0, 
721 (t), 732-33(0. consumption needs and demand. 
167-69 i 7 o(t). 171(c). 359. 366. 367(C), 369; deferred 
demand for, 153 f. : demolitions. 164; depreciation. 164; 
developments in housing equipment. 146 dwelling 
units, 160-66. 411 fT. (see also main entry. Dwelling 
units); early housing plans. 418: farm housing, 144 
(see also Farmers and farming); fuel and utilities. 148 fT., 
168 f.; future demand for. 153-57; international com¬ 
parisons. 147 f.; major repairs. 142*. t6o, 161, 162. 
163. 668; nature and condition of American. 143(1); 
needs and demand. 152-71. 356. 358-60. 405. 426. 
752 f.; number of occupants per house. 141; physiologi¬ 
cal and psychological needs. 159; population and. 141 f.; 
prefabrication. 152; price levels, 153 fT.. 162. 169; pro¬ 
gram for filling needs by i960. i66(t); proportion of 
gross national product devoted to. 148. 154. 155: pro- 
tection against accidents and contagion. 159; public 
housing. 146. 152. 159. 418 f.. 421. 424. 497 : and 

imputed rent. 148 fT.. 167 f.; residential building activity. 
1946-1960. 154-56; rural housing. 162-64: significance 
of “consumer unit," 64: slums and blight, 412-21; 
specific requirements. 159 f-: standards. 157-60; status 
of. in 1940. 142-45: substandardness. 160 fT. : technical 
developments, 145. « 5 * ff-. 162; trends. 141-51: urban 
areas. 144!., 160-62, 350. 411-30. 769(1); vacancy 
rate. 165; war's impact. 151-53. 378. 380 
Housing Census of 1940. 160 IT.. 358 
Houston (Tex.), population changes. 415. 416(1) 

Human beings, see Individuals; Men; Women 
Human Nutrition and Home Economics. Bureau of. 

market list, 115. 356, 667 
Hungary, see Austro-llungary 

Hydroelectric power. 574. 578. 59o(t). 592 f.. 594 . 781- 
"7 passim; river valley development. 445 (.. 448-55 
passim 

Idaho, education, 311(1); interstate civilian migration. 45, 
46 ( 0 : manufacturing and capital expenditures, 767(1); 
vanadium reserves. 587 

Illinois, education, 310(1); interstate civilian migration, 
44 ( 0 , 45 . 46(1); manufacturing and capital expendi¬ 
tures. 766(1); redevelopment act. 419; wartime in¬ 
dustrial expansion. 401 
Illiteracy, 301, 316 
Illness, see Medical care 

Immigration and emigration, assumptions in estimating 
future population. 36; dwindling. 49; 1850-1960. 31(c); 
personal remittances to foreign countries. 140. 342. 343. 
144 ( 0 ; restriction of. 50; trends. 30. 34 f.. 38; urbani¬ 
zation. 415 

Imports, see Exports anil imports 

Income, church contributions and. 331: clothing and. 123, 
124 fl.. 1 ti: consumer. 54 fT.. 62-68. 351 f.; consumer- 
consumption expenditures. 80-87. 353. 405. 720-25(1); 
dental health and. 249 f-: dentists. 219(c). 240: diets 
an«l. 98 f., 101. 102. 101. 115. itS. 604. 668; iloctors, 

2 37 f— 219 . 266; cslucational opportunity and. 308, 
547: expenditures and savings, 52-75. 74 »*(t>: future 
demand for recreation. 288; government employees. 
465 f.; gross national product and national income as 
measures of, 52: household operation ex|<enditures and. 
•8i. 18}: housing and. 149 f.: income groups. 58. 73; 
"income in kind," 66. 67. 98. 149. 155 ; I.Mv-mcnic 
groujw. 73. 123. 124 IT., 149. 355 : medical care and. 

2 19 57 - 262. 362. 670: medical personnel. **.5; minis- 
Ms' salaries. 328. 338. 330: nurses. 241: productive 
facilities expansion and. 405; rangeland capacity, 432; 
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ratio of personal savings plus taxes to, 6o(t); rent and 
imputed rent relationship, 730(c); social workers' sala¬ 
ries. 341 f-, 343 : sources of hospital income, 242 f.; 
taxes. 8. 54 fT.. 6o(t), 62U, 66. 351 (see also Taxation 
and taxes); teachers' salaries, 303, 306, 309, 313, 490; 
travel and, 208 f.; urban vs. rural, 67; war years, 345; 
see also Disposable income; National income 
India, future investment possibilities. 532; per capita in¬ 
come. 531: productive capacity, 539 
Indiana, education, 310ft); interstate civilian migration. 
44 ( 0 . 46 (t); manufacturing and capital expenditures, 
766(1); urban redevelopment, 419; wartime industrial 
expansion, 401 

Individuals, assumptions for 1950 and i960. 74ft); in- 
' come distribution for, 54 fT.. 65. 66 f.; saving* of. 54, 
70 f.; see also Consumer units; Men; Women 
Industry and industrialization, agricultural-industrial 
balance. 619 f.; backlog and reconversion demand. 402- 
5; capital facilities. 626 f. (see also Capital goods and 
services); concentration in industry, 459; dispersion of 
industry, 416. 417. 430: essential raw materials, 573; 
estimated requirements. 635-37: excess capacity. 631-33; 
facilities for manufacturing civilian-type goods. 642 f.. 
644(c): facilities for manufacturing war materiel, 640- 
42: fond industries. 392: future capital expenditures. 
405; household equipment and operation, 172-74; 
index of industrial production, im; industrial capacity, 
626-47. 676 f.; industrial changes. 405 f.; industriali¬ 
zation and leisure time. 275-78: industrialization's ef¬ 
fect on slums. 412: industrial medicine and health work. 
238 f.. 241. 245. 253, 235. 258. 260. 270. 362/1; indus¬ 
trial minerals. 573. 594; industrial production. 726-40: 
labor force. 21 (.. 539 - 72 ; mechanical industries. 22. 
545 (c). 546 . 553 ( 0 : mining. 595 ~ 97 : nature of ca¬ 
pacity. 627 f.; output of principal industrial metals in 
U.S.. 581 (t); postwar capacity outlook, 645-47; post¬ 
war production under full employment, 634-37; pre¬ 
war industrial capacity. 628-33: productive facilities. 
390-410; productivity and the level of output. 21 f.. 
630 f.; reconversion of war industry, 350. 563, 564; rec¬ 
reation. 275-78, 287; regional shifts of industry, 400 f.; 
river valley developments. 453; shift to farming. 41; 
training programs for all-out war, 557-59: under¬ 
utilization of facilities. 629 f.; war's impact, 17. 396- 
4m. 638-45; wartime nonmanufacturing facilities. 
641-45: wartime output and future requirements. 11. 
633 635(1). 616 f.; wartime peak activity in selected 

industries. 778 - 8 o(t); see also Manufacturing 
Infant mortality rates. 246 f.. 261. 262 
Inflation, consumers' liquid reserves, 73; serious infla¬ 
tionary threat. 350 

Inland water transportation. 8. 202: see also Navigation 
developments; Waterways and harbors 
Insect and disease protection. 438(1), 439 
Inspection and regulation, government expenditures. 
46 S(t). 470 (C). 483. 484. 500(1), 504(1), 509(f), 510, 
66i(t). 664 

Instructors, see Teachers 

Insulating material, technical developments, 145 
Insurance, expenditures for. 236/1. 353, 659(0. 660. 
706-9(1). 716-17(0. 721(1). 734(t); labor force sta¬ 
tistics. 545(c), 546. 547: needs and demand in 1950 and 
1060. 167(1); xcterans'. 482: voluntary and compulsory 
htalth. 254-57: see also Social insurance 
Intercity bus transportauon. 203. 204(1). 205, 210. 211, 
220 

Interest payments, capital expansion and interest rates. 
393 : government debt. 466 f. (see also Government aod 
government expenditures): during the 1950'*, 495 
Interior, Department of the. irrigation-power project*. 447 
internal-combustion engines and fuels, 406 
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International Bank for Reconstruction and Development, 
532 

International Wheat Agreement, 606 
Interregional highway system. 443 

Interstate Commerce Commission, capital outlays in first 
postwar years. 40 2 

Interstate migration, long-range trend in. 42 ff.; wartime. 

45 

Intracoastal Waterway. 231 
Inventories and trade balance. 665 f. 

Investigation and Research. Board of. rural roads improve¬ 
ment, 229, 230 

Investment, tee Foreign trade and investment 
Iodine, dietary requirements. 107 

Iowa, education, 310ft); interstate civilian migration. 
44 ( 0 . 47 ( 0 ; manufacturing and capital expenditures. 
766(0 

Iron, dietary requirements, 990. 107, ito(t), 111. 113. 
> 14(0 

Iron and steel industries, alloys, 582; capacity, 615; con¬ 
sumption of coal, 576ft); ingot production. 581: »'**»» 
resources, 575. 579-®2. 598; productive facilities ex¬ 
penditures, 394. 395 ( 0 . 396 . 397 . 4 °$( 0 , 4 *» 4 ( 0 . 
756 - 57 ( 0 . 760-61(1); use of steel. 579 *•-: WJ, » m c 
production. 633. 77 8 (0 

Irrigation program, 433 ( 0 . 434 f-. 43 6 . 445 ( 0 . 446. 452 . 
453 . 454 . 455(0 ...... ... 

Italy, future investment possibilities. 532; immigration 
from. 34; per capita income. 531 

(ails, 488, 507 

Japan, per capita income. 5 3 ' , . 

Jersey City (N.J.), slum and blighted areas. 41 3 . 4 M(«> 
Jewelry, business data. 120ft). 743 ( 0 . 744 ( 0 : consumer- 
consumption expenditures, 124, 125(1). '32(0. ' 37 '- 
future needs and demand. 131. » 4 '»( 0 . 3 6 7 < 0 ! tee alio 
Clothing, accessories ami personal care 
Jewish Congregations, membership. 3*6. 3 3 3 - 3 34(0 
Johnson, Arno, gross national product in 1950. * 7(0 
Johnston, Eric A.. American investments in South America. 

Joseph, Mayer, gross national product in i«) 5 <». 27ft) 

Joyce, T. F.. on television. 291 
Junior colleges, 305, 306(f). 323 
Juvenile delinquency, increase in, 342 

Kansas, education, 31 <*<«): interstate civilian migration. 
44(0. 46(0; manufacturing ami capital cx|h nditur.s 
766ft); urban redevelopment act. 4' 9 ’. wartime rate .4 
plant expansion. 400 

Kelvin. Lord, “degradation of matter." 579 " 

Kentucky, education, 3 «» 9 . i'o(«>: interstate civilian mi¬ 
gration, 44ft), 47 ( 0 : manufacturing ami capital ex¬ 
penditures, 766ft); urban redevelopment act. 4 '9 
Kindergartens, 300, 320ft) . .... 

Kirkpatrick, Nora 13 .. gross national product in I 95 ‘*. J 7 t«»• 
study of productivity, 552 
Kitchens, trend toward functional housing. MS'- 
Knit goods industry, ! 21, 122(0 _ 

Kuzncts, Simon, on gross ca,*ital formation. t"i. 3 - 
nonwar good* ami services. 11 f-: Utrt «/ A 
come in Peace and War, 740 

Labor force. 12. 17, 24. 28. 539-72: agricultural. 8H. 509. 
619-24, 675; assumptions for 195 " -'"d 'V'—- ' 9 - 7 3 - 
74(0. 368. 565 ff.. 654. 677 776 I : changing com¬ 

position of, 545(c); character and quality «*t- 547 '- 
549 ( 0 , 559 . 678 f.; characteristics of. 54 « ,n <0, '‘ 
servation, rehabilitation and land .lev* lopmcnt. 4 3*. 
433 . 436 f., 438; deflation of. 564. dcii.. 4 .ib/ati..n ami 
readiustment. 562-65; disability costs. -M 14 2 5 2 - 

tribution of. 545(c), 546ft); efficiency. 548 5'*7 


629; emergency labor supply, 19. 1780, 554. 555 . 564. 
569-71, 690-93ft); expansion and contraction of. 
556(c), 626; food-manufacturing industry*. 89; future 
needs. 677—79; "gainful workers" concept. 775: in¬ 
come and education. 548ft); increase in 45 to 65 age 
group. 50; industrial classification of. 544 ff.; labor in¬ 
put. 678; long-term trends. 541-54; manufacturing 
wage earners by industries. 558ft); mining. 595 “ 97 . 
676: 1940—1946. 690-93(1): nonagricultural pursuits. 
20 ff., 551, 558ft). 559. 568. 620(c). 690-93(1): oc¬ 
cupational and industrial trends. 544 ~ 47 . 555 “ 59 ’. popu¬ 
lation trends affect. 51; productivity, 13. 15. 16, 21-23, 
26. 27. 28. 74. 551-54. 560-62. 565-72, 679 ff.; re¬ 
conversion of war industry. 563. 564; in recreation. 
275 . 276-77(1). 288: reserve. 569. 572; river valley 
development. 451: sex and age composition. 1780. 
542-44. 555 . 557 (t). 565 f-. 567: »•“ ami growth. 
18 (.. 26. 540. 541 f- 555 . 565-67. 678: social-economic 
groups, 547 f.. 549O): training programs for all-out 
war. 557-59: transportation system. 203: utilization 
ami efficiency of. 548-54. 567-69: war’s impact. 11. 
554-62: workmen’s compensation. 255 

— employment ami unemployment: birth rate trends and 

unemployment. 32: consumers’ liquid reserves and, 73; 
full employment. t8. 19. 26 (!.. iji. 154. 156. 533 
567 f.. 634-37; government employment. 464: govern¬ 
ment relief expenditures. 477: highest levels of employ¬ 
ment. 17: technological unemployment. 681, 682-85: 
transitional shifts. 540. 562-65; trends and estimates. 
12 f.. 15. 17 - >9 22. 23ft). 24. 25(c). 56. 73 . 74 ( 0 . 

218. 351. 549 f-. 568. 654. 695(0; unemployment com¬ 
pensation and insurance. 463. 488. 504 

— svork-wcek: ami future productive capacity, 16; 1850- 
1960. 695ft); 19 3 °"*> 629: 1940 - 1944 . > 3 - ' 5 : ' 940 - 
1946. 690-93(1); recreation activities* effect. 288. 290; 
tunc lost through disability. 248 f.; trends and estimates, 
20 f.. 22. 23 ( 0 . 24. 25(C). 27. 28. 29. 73 - 74 ( 0 . I JI. 
277. 35 1. 368 . 55 ° L. 559 f*. 564 L. 568 . 57 «. '' 54 . 678 

Labor Statistics. Bureau of. cadi income distribution m 
1941, 65: Cost of Living Index. 199: budgets, 

tit. 136 f.. I3 8 -J9(l): food group indexes. n8r»; 
bousing construction costs. 162: purchase* of sport 
clothes. 131; wholesale price index, 77 ' 
l-il>ur Statistics, Federal Commissioner of. family expendi¬ 
tures. 175 

laboratory technicians. 260 
locution, dietary requirements. 114(1). 116(0 
l-ake region, forest resources. 591(1) 

Lake Superior district, iron reserves. 581 
I .and. for agriculture, S99. 610-12. 619: clearing of. 
4 il( 0 . 434. 435 f- 4 t 7 . 455 ( 0 : crop and grazing. 4 H" 
i7: development of. 4(4 *'•’• drainage. 433 ( 0 . 4 J 4 . 
4 35 : high cost .4 city. 4 ' 1 ': irrigation. 4 34 f. Hff *«to 
Irrigation program): land planning techniques. M<>: 
land speculation, 416L; range dmls. 4i*. 412 I., ad*: 
for recreation. 433’. rehabilitation and conservation. 
4{1-34; re use. 4«*. 4 -’". 422-24. 427: asquisition 

ami improvement. 4 " ' • 42 ». 427 f-. 77 °: comcrva- 

non and letter laid U'lh/ation. 6,o-i2. 619: mbmir- 
gmal, 433 . 434 ’. tenancy. 4«3. 4 36 
| jry. Hal li.. U.S. in .sorl.l economy. 512 
l.atin AmriHJ. ins.slin.-nt |»ussibilitics. 524 . 53 «: 

capita income. 511 
laundries, hand and power. I2o(0 

lead, output. 58KO: resources. 574 . 582. 597: wartime 
iH-ak activity. 778(1) 

Ixallier proilucts. " 9 - i*»( 0 . ' 2 t. ' 22 ( 0 ; pr.duetivo fa¬ 
cilities expenditure*# 395 ( 0 . 39 '*. 4 " 2 . 4 «*i( 0 . 756 - 
57 ( 0 . 760-4*1 (*): trades and businesses. 743 ( 0 , 

7,4(1); warnme ,-ak actisiiv. 779(0 
la r Jones standard «l medical care. 21-2. 267. <4.2, 670 
I ..-gal expenses. cs|*enditure 4 (or. 174. l»o. 195 »• 
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Legumes, nutritional requirements supplied by. 106. 107 
Leisure time, see Recreation 
Lend-lease operations, 525 f., 605 

Libraries, public and private, 314 f., 318; expenditures for. 
322. 323, 324. 365. 490 f. ( see also Government and 
government expenditures); prewar status, 299 
Liddell, Donald M., future metallic needs, 579/1 
Life insurance, see Insurance 

Lighting, consumer-consumption expenditures for light¬ 
ing supplies. 702 - 3 ( 0 . 714 - 15 ( 0 . 72 '( 0 . 732 ( 0 : 
technical developments. 145; see also Fuel 
Lincoln (Neb.), slum and blighted areas, 414(1) 

Linen goods, production of, 121, 122(1) 

Liquid reserves, consumers*, 70. 72 f., 345 fL. 653: see also 
Savings 

Liquor, sale systems of state governments, 496; see also 
Food, liquor and tobacco 
Litigation, see Financial and legal expense 
Livestock resources. 437 . 6ot. 616-18: acres required in 
1950 and i960. 608 f.; production of livestock and live¬ 
stock products, 614: range lands. 432. 433 
Living, standard of. attainment of adequate. 368; capital 
goods. 373; clothing accessories and personal care, 127: 
concept of need. 666; cost of living index. 11, 12; food 
consumption habits, 89; minimum. 355. 356; in i960. 
70 . 3 ^* 8 : and recreation, 275; richer and poorer countries, 
531: rising, 101. 148. 156; study of. in N.Y.C.. 1330; 
use of inanimate energy. 685 

Livingston, S. Morris, gross national product in 1950, 
27 ( 0 : postwar nonfarm housing market. 16711; •’War¬ 
time Savings and Postwar Markets," 72 
I*°2ns. foreign. 534; lend lease operations. 523 L, 605: see 
also Foreign trade and investment 
l-oc.il government, government expenditures. 417!., 
459-510 passim-, intergovernmental transfers. 460 f.. 
476-78. 501; payrolls. 463-66; relation of need* to fiscal 
resources, 477 (■: social welfare. 339: see also Urban 
areas 

I-ong. Clarence D.. wartime changes in labor force. 541 
Us Angeles (Calif.), immigrants. 48; r.crcation receipt 
distribution. 275 

Louisiana, education. 309. Jio(t); interstate cisilian mi¬ 
gration. 44(1). 45 - 46(1); manufacturing and capital 
expenditures, 766(1); wartime industrial expansion. 400 
Louisville (K\.). urban redevelopment. 410 
Luggage, consumer consumption expenditures. 124. 140 
Lumber, new uses of wood products. 576; production. 578. 
5 *> 2 . 5 ‘> 4 : productive facilities expenditures. 394. 395(1)." 
396. 402. 403O). 404O). 756-57(0, 760-61 (t); 
timber resources and requirements, 437 f.; trends in 
nunlumlicr uses. 592; wartime peak activity „f lumber 
mills. 778(0 

Lutheran church membership. 332. 333. 334(3) 

Luxury foods, 89. 97 

Machinery, production of Utter machine parts. pro - 
ducritc facilities expenditures. 403(1). a»4<n. 751- 
57 * t*. 760 6|(t); wartime production. *.44. 77.5(1) 
Madi'on. lames, on popular education. 209 
Mig.i/inet. <\pi ndiltircs for. 314. 3 31.5 

u " !l ' ,e " uft *• 5 s »f: wartime prods • m 

Mail or.ler catalogs. 121 f.. i ;8 

Mam . education. 310(11; interstate civilian ration, 
•ip ft. 46 (t.t; manufacturing and capital :\: ;:diiufr* 
7661r) 

Ma n'lu'tim lit. 1 •- 

Malaria. |-ti ! *'k health program. 260 

Mam'< n: r tN.ll.i. slum an ! . ightcd areas. 11 pt 

M in im« • r- >• •u;crs. sS- 

Mm ! uiv ti-n.!> an.| e»iin».r-22. 23(t). 2a. 7;.?>• 

•re . sv rek unde r I *r force 


Mankind, see Individuals; Men; Women 
Mann. Horace, educational ideal, 303 
Manpower, animate vs. inanimate energy, 680 B., 781 f • 
mobilization of, in U.S., 554; scarcity of, 539; see alio 
Energy; Labor force 

Manufacturing. American foreign trade, 513 f„ 523; back¬ 
log and reconversion demand, 402-5; capital expendi- 
374 . 393 . 404, 405; clothing accessories and per¬ 
sonal care, i2o(t); facilities for civilian-type goods. 
642 f., 644(c); by geographic regions and states, 766- 
67(1); household equipment and operation, 172-74 
184 ff.; labor force data, at. 545 (c). 546, 547. 555! 
557 - 558 (t), 559. 560; productive facilities expenditures 
375 ( 0 . 376 . 379 ( 0 . 383. 384 ( 0 . 394 . 395 ( 0 . 397! 
398 ( 0 . 403OL _ 404. 407. 738 ( 0 , 756 - 57 ( 0 , 760- 
61 (t); productivity, 552(1). 553, 629, 630; in recrea¬ 
tion field, 276(1); technological change, 393; trades and 
businesses. 743(0; wage earners by industries, 558(1); 
war materiel, 640-42; war's impact, 379, 396-401, 633. 
635 ( 0 . 636(1). 638-45. 646, 676 f., 778 ( 0 ; wartime 
peak activity, 778-79(1); see also Industry and indus¬ 
trialization 

Market list for adequate diet, 115, n6(t), 356 
Marriage rate trends, 32 f.. 34, 39, 48, 165, 380 
Maryland, education. 3io(t); interstate civilian migration, 
43 . 44 ( 0 . 46(1); manufacturing and capital expendi¬ 
tures. 766(1); recreation survey, 293; urban redevelop¬ 
ment, 419 

Massachusetts, education. 310(1); interstate civilian migra¬ 
tion. 44(0. 45 . 46(1); manufacturing and capital ex¬ 
penditures. 766(1); ph>sician-populadon ratio, 237; 
river development works, 449 
Maternal ami Child Welfare Act, 269 
Maternity, death rates, 246 f.; maternal health program, 
268 f. 

Meals, poultry, fish, consumption of. 91 (t), 92, loo(t), 
102(f), 103; market list for modcratc-cost meals. 
M6(t); nutritional requirements. 106 fT., 112, 11 j(t). 
>15. > 17(0 

Mechanical appliances, 82. 346 f., 348(1), 361 f.; con¬ 
sumer-consumption expenditures, 172, 173(c), 176, t8r. 
182(0, >92(1), 355 . 704 - 5 ( 0 . 716-17(1), 72OO. 
729 (f). ?J 3 ( 0 : lilc expectancies, 199; needs and de¬ 
mand. 183IL. 189, 193 - 95 . 201 (t), 367(1); standard, 
t'» 7 . ioS(t). 361; trends in production and taste, 176- 
78; utilization of. 179(1); war-deferred demand, i8j- 

89 

Medical care. 236-72; Bellevue-Yorkvillc project, =61: 
Bradbury and Committee on the Costs of Medical Care 
estimates. 25 3. 267: capital costs. 270 f.; Cattaraugus 
demonstration. 261 f.; Children's Bureau. 268 f.: civil¬ 
ian health service. 244 f.; clinics, 243; Committee of 
Physicians for the Improvement of. 254; consumer- 
consumption expenditures. 80. 81 (t), 82. 83, 85, 86, 
87(1). 2x0. 257-50. 267. 353. 354(c). 355, 659(1), 660. 
706-9(1). 716-17(0. 723(0, 734(3); cost of adequate 
care. 240. 250 (T., 267-72. 363; death rates, 30-32. 
t 3 (t). 207. 236. 245-47. 261; deficiencies, 362 f.; 
dentists. 239 f.. 241, 264 f.; disability, 247-49. 252; 
doctors. 236-39. 241. 264. 265: future outlook, 245. 
272: government expenditures, 252 f.. 257 f. (see also 
Government and government expenditures); group hos- 
jMta! an.I medical plans. 250. 254 f.. 267, 670: higher 
incomes for medical personnel. 265-4.7; hospitals. 241- 
4 3 . 263 f.; income and. S3. 85. 249-57. 262, 362. 670; 
industrial medicine and health, 2.3S f., 241. 245, 253, 
255. 25S. 2(>o, 270. 3 f' 2 «: insurance, voluntary and 
compulsory. 254-57: medical society plans. 255; na¬ 
tional health program. 256; nerd for action. 267; needs 
and demand. 259 ‘L. 267-72, 362 f., 366. 367ft), 360, 
'•'•it.: nurses. 240 f.. 265. 306 f.; personnel and facili- 
t.rs. 236-45. 264 L. 2H»(t); physical defects, sickness 
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problems, 27U spcc.al.zat.on, 237. 
needs 2*50-67. 362; state of nauons health. -45 49. 
smdies oMhe 7 health problem. 253 f-S Tech"«l C^m- 
mittce on Medical Care estimate*. 268; wars .mpact, 

»**■* 


776 f.J manpower. 539 . 554 . 680 ff.. ' 7 8 ' «;• mcl “* 
jf? (oT ** 3$»* * 3®"39(0 ^ 357^ lales'of absenteeism. 249 ; 

Mc'n^i—'d^rac,, ,47. . 60 . , 68 : «~l h»- 
M«chand^: American fo.ci B n .rad., 5U-7. S.WO, 

shipbuilding program, 5. ®. * ia » 215 * 6ji ‘ 43> 7 

wartime peak activity. 7®o(«) 

M ^»d K Vg .-^oTSUSS 2lSr 

o U .pu<. 579. >«•(')• «_■' ; v ' lft J e technological de- 
Mctl.od.su, membership. 3 a0 * 333* 334V 

S,o ( ; awasrAt - 

SUSfii, 7 W(.)i Uvclopmen. act. 4 . 9 : >»»■■"* 

:; ( n , ; a£« •«- 

Milbank Memorial Fund, health program*. 26.. 

5^"£S Krol *,., 

Minerals, d.etary requirements. i»i; *' . m i n - 

crude. 5745 tndust'ial 575- 594. £*“■£• £ Inin . 
eral energy. 680-Ha. 683. CH 4 ‘ 0 - nclJ || lc . other 

cral (uels. 574 . 5*7"9«>. 594 . 7»*'»7;'"" n,nC *! , na . 
than fuels. y,« . 594; P- 

non and consumption. i 9 37. \i,u,ninoO* coal 

"3«« 

57 .,.in exploration program. 5 * 6 . VJ,K,K 
erals. 574 


Mining industries, labor force statistics. S4S<0. S4«.J47. 

555 558(t). 559. 676; labor requirements and produc 
Siw 21. 595-97; “ ordinarily defined. 594"; pro- 
SlSCe Iadl?d2 expenditure*. 395(0. 396. 397. 

»”-■ — - 

U.S.. 3a6n; salanes of rural. 328ft) . . 

Minnesota, education. 3>e(t); interstate civilian migration 
44(0. 45. 46(t); iron reserves. 5 8«; manufacturmg and 

Missc1 1 othm2* women s clothing under Women 

Spp?. 2 de*ntfs?VRation ratio. 240; 

iio(t); interstate civilian m.grauon. 44(0. 47ft). 
manufacturing and capiul expenditures. 766ft). ph>si 

uSSSSTS^SSS i J . 7 pcrin,.n. Station, ,-anda.d. (or 
clothing. 747 t- m , 

Mississippi River system. 231, 445. 45° *• 

Missouri, education. 3«o(t): interstate civilian m.g»uon. 
44(t). 46ft): manufacturing and capital expenditures. 
,66(0’urban .edc.c1opn.cn. act. 419: ”»»“ «“ »' 
plant expansion. 400 

Missouri valley development. 451 *• . ... . , 

Mobile f Ala.), population trends. 48: *lum and blightec 

areas. 4 «3. 4 «4(0 

Moncy^ i cxpenihturcs C for^ 7 oo«l in relation ,0 expenditures 
M for living 9 8fi): total yearly volume of money txansac 
tions. 53: 1,1,0 ,ncome 

Mononcahela River, river tralbc. 45° . . 

tures. 767ft) 

S&WETEtt ad/i|uVte^education. „on 

p-'-. i« .950. .7(0 

M^rr^t-Xn. 8. 8,. aoj. ,04. ..3: ~ -» Auto- 
mobile industry an«l transjK.rtat.on 
Mountain states, forest resources. 59•: nelexe* o »utc and 
local government finance. 4/8(0. mh.it ua l 
square mile. 43". interstate civilian u»KtM»*n. 45(0. 
manufacturing and cajutal expenditure*. 400. 4»KO. 
767(f); un.lcvch.j>ed svater power. 59- 
Movie*, ire Motion picture* 

»7: employment in. „4t 

mand. 349 


Natality rates. »rr With rate trend* 

National BajH.'ts. 11»> 

National defense. »«e Armed forces 

National lleal.h Conference recommendation*. -54 

gjids and ...sues); clo.hmg expenditure* and. .20 
* 7 ? c 2 T.nu.se Department’* analysis of. 70; consumer 
income. 5 « »« . **-«•. 35 > <•*. consumer savings and ex- 
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pcnditurcs. 58-61; definition, 4, 68m; employment and 
unemployment: trends and estimates. 19 f.; food, liquor 
and tobacco’s share, 88 ff.; government expenditures 
and, 57 f.. 474 477 . 499 . 5 ol ( 0 ; gross national prod¬ 

uct estimates compared, 26-29; income-expenditure re¬ 
lationships and assumptions, 53-62: income payments 
and disposable income. 58; labor force: trends and esti¬ 
mates, 18 f.; labor productivity: trends and estimates, 
21-23; as measure of output, income and expenditures, 
52 f.; mineral output and, 581, 594: natural resources, 
578; 1909-1944. 696-97(0; 1947 . M; past trends and 
future output, 17-29; public debt in relation to, 493, 
494 ( 0 . 495 (c); relationships in 1929. 1940 and 1941. 
54 - 57 ; statistics of, 174 ".' and taxation. 474 (-. 477 ; 
trends and estimates, 4-8, 17-23. 24-26, 681. 682 f.; 
urban vs. rural incomes, 67 f.; war income, 8-10; war¬ 
time savings and consumer demand, 69-73: work-week: 
trends and estimates. 20 f.; see alto Income 
National Industrial Recovery Act of 1933. 418 
National Interregional Highway Committee, 229 f. 
National origin plan of immigration, 34 
National Park Service. 296, 491. 492 
National Park System, 442 

National Planning Association, future demand for hous¬ 
ing, 153; gross national product in 1950. -6. 27(0; 
length of work-week. 27 

National Recreation Association, municipal recreation. 
295 f.. 510; park surveys, 296!.; recreation standards. 
294. 491 . 492 

National Research Council, dietary recommendations, 990. 

112-15.356.604.667 
National Resources Committee. 65*. 486 
National Resources Planning Hoard, education in postwar 
period, 322: family transportation expenditure*. 208; 
irrigation estimates. 435: national parkway svstrm, 443 '. 
population distribution estimates, 755; tobacco expendi¬ 
tures. 99 

National War Fund. <42 

National Youth Administration work projects. 248 
Natural gas. tee Gas 

Natural resource*. 571-98. 626: aluminum. 583, 598: 
bauxite, 574. 583: complex use of wider variety of. 575- 
77: copper resources. 582 f.. 597; discovery .4 new, and 
sources of supply. 577: economy in use of materials, 
575 : energy sources. 589 (.-. cxbaustibilitv. 574 f.: fac¬ 
tors determining capacity of. 574 - 77 ; forest resources. 

4 < 7 . 57 3 . 574 - 591 f.; fuel cconomv in consumption of 
coal. 576(1); fullest development of. 386; future needs. 
593-07. 675 f.; government expenditures. 484 f. (tee 
aho Government and government expenditures): iron 
resources. 575. 579 - 82 . 508: lead. 574. 582. 507: low- 
grade resource*. 597: magnesium. 583!.: manganese. 
587: mineral fuels. 574, 5H7-00. 504: mineral output. 
579. 580(1); mining. 595-97: misecllanom* nonferrou* 
metals. 584-87: molvhdcnum. 575 . 587: nickel. 575. 
586: nonferrou* metal resource*. 582-87: nonmetallic 
mineral* other than fuel*. 590 f.. 594: output 01 princi¬ 
pal industrial metals in U.S.. 581ft): potash. 590; re¬ 
habilitation and protection. 431: requirement* and re¬ 
sources. 578-93: result* of exploratory drilling. 589ft): 
tin. 575 . 586: tungsten. 584: vanadium. 581.1.; war's 
effect. 675: water rconirce*. 59* f.: world mineral pro¬ 
duction and consumption. 1937. 585(1). 586(c): 7inc. 
582. 597: alto Conservation and development proj¬ 

ects 

Naval forces, tee Armed forces 

Navigation developments. 444 f.. 449 . 453. 455ft) 

Nebraska, education. 310(1): interstate civilian migraii n, 
44 <t). 46ft); manufacturing and capital c\i*sn.liture* 
-66ft) 

Needs and demand*, fee Capital g »*ds and service*; Con¬ 
sumer-consumption goods an.! service* 


Needs and resources, see under United States 
Negroes, church and clergy. 329, 333. 334(1); death rate, 
247; education. 312 f.; food consumption, 101; low- 
priced milk. 94; rent expenditures. 150 
Neighborhood redevelopment program, 425 
Nephritis, death rate. 246 

Ncrvtfus disorders, tee Mental and nervous disorders 
Netherlands, per capita income. 531 
Netherlands Indies, future investment possibilities, 532 
Nevada, education, 3ii(t): interstate civilian migration. 
43 . 45 ( 0 , 46(f); manufacturing and capital expendi¬ 
tures, 767(1); wartime industrial expansion, 400 
New England, indexes of state and local government fi¬ 
nance. 478(f); interstate civilian migration. 44(1); 
manufacturing and capital expenditures, 400, 401 (t), 
766(f); population trends, 43; river valley development, 
449 

Newfoundland, U.S. foreign investments, 521(1) 

New Hampshire. Connecticut and Merrimack river devel¬ 
opment. 449: education. 310(f): interstate civilian mi¬ 
gration. 44(1)1 45 - 46 ( 0 ; manufacturing and capital 
expenditures, 766(c) 

New Jersey, education. 310(1), 320; interstate civilian mi¬ 
gration. 44 ( 0 . 45 . 46 (t): manufacturing and capital ex¬ 
penditures, 766(1); urban redevelopment act, 419 
New Mexico, education. 309, 311(1); interstate civilian 
migration, 45. 46(1); manufacturing and capital ex¬ 
penditures. 767(0 

New Orleans (La.), population changes. 416(1): slum and 
blighted areas. 4 U (0 

Ncwsjupcrs. expenditures for. 314. 322: prewar circula¬ 
tion. 300 

New York City. Bellevue-Yorkville health demonstration 
project. 261: early housing regulations. 418: low-priced- 
milk programs. 93: operation and maintenance costs, 
418; population changes. 416(1): recreation. 275, 297: 
slums. 414: standard of living in, 133/j; subway sys¬ 
tem. 496 

New York State. Cattaraugus health demonstration. 
261 f.; dentist-population ratio. 240; education, 309, 
310ft): interstate civilian migration, 43, 44(f). 47 ’. 
manufacturing and capital expenditures, 766(1); physi¬ 
cian-population ratio. 237; recreation survey, 293; 
urban redevelopment. 419 

New Zealand. 128: future investment possibilities, 532: 
per capita income, 531 

Niacin (nicotinic acid), dietary requirements, tto(t). 

> 1 5 (f). 114(c): white bread enriched, in 
Nickel resource*. 575. 586 
Nicotinic acid, tee Niacin 
Night blindness. 108 

Xonagricultural pursuits. 20 IT., 551, 558(1). 559. 568, 
620(1). 690-03(1) 

Nonalcoholic beverages, see Beverages 

Nondurable goods. 558(0. 559; wartime production. 633. 

•* 35 <t). 636(1). 637. 779 ( 1 ): tee aho Manufacturing 
Nonferrou* metals, productive facilities expenditures, 402. 
403(1). 404(1). 756-57(1). 76 i*- 6 t(t): resources.' 574. 
575 . 582-87. 597. 598 : war’s impact. 633. 641. 773 (f) 
Nonmetallic minerals, other than fuels. 590 f., 594; out¬ 
put. 579 . 580(1) 

Nonronlcniial (arm construction. 305(1). 396, 4<*3(t). 

4«*8(t) 

Normal schools. 305. 306(1) 

North, church edifices. 320: diet. qS f.. 101: education. 

3 i.*tO: housing. 143(1). > 44 : metropolitan districts. 48 
North America. U.S. foreign trade and investment. 518(1), 
521 (t) 

North Carolina, church edifices. 329: education. 309. 
«•••(«>. *«>'• interstate civilian migration. 44(0 . 47 ( 0 : 
manufacturing and capital expenditures, 766(f) 
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Nor* centra! ,c 8 ion. higher education. 30* reproduction 

Northern Baptists. 333 . 334 ( 0 . 33 « 

Northern Methodists. 333 - 334(0 
Northwest, iodine deficiency. 107 
Norway, housing. X 47 
Nuclear power plants. 577 

SSS E 

£ U ^ r pKel program. 260; schools of 

Nuts, zee Beans, peas, nuts 
Nylon, salt 129. 399 . 779(0 

“SJSM.W. W > 7 . VSmO. 7 5 6 -«( 0 . 760- 
njnrt,'766(0: wartime indu.tnal ..pan.,on. .o. 

Oii!% 89 !" 9 o 0 )'!°ree’‘>'<»P'' ,olcum 

OkUhTn-a’eVureh^ifiee. . 3 * 9 !L 

otfirma* * *«* •“■*** »«*- * nj - 

curity. . 

Oranges, consumpuon of. »9. 1 «5 ei | U cation. jn(0: 

Oregon, dentistpopulatioi n 1 V jj jg; interstate civil- 
forest conservation and protee V.anufactunng and 

-• 

Orient, zee Asia 
Outlays, zee Expenditures 
Output, zee Production 

Pacific North..,., -ivc; valley development, a,. water- 
power resources. 446 food con- 

Pacific region. denusl-po|Hib in ,| cSC s of state 

sumption, toi; forest .U't): interstate civilian 

and local Kovernment financc 47 JM> cMientlllufo . 

m 'g , a*'o. n f.J 5 ;S(?). ,3a1ion trends. 4 *: recreation 

400. 4O«(0. 767(0. I I ^ resources, 446. 

receipt distrihuuon. 275 * wa,c * 

Palmer. Charles, housing 1seeds .liArn 
Pamphlets, expenditures for. V**” 

Pantothenic acid, dietary requirements. 9 

Changes and consumption ex¬ 
penditures. 82 

Parking facilities, 229 __./ C ) ; government ex- 

Parks and playgrounds. 286. 287 . 754 t K bjn fc . 

penditurcs, 49•: recreation stan.lafUs. in 

p^r^vs-;^ .sBco. 442.. 

Pa r tici pan t*°'r eVrc at ion* 'expend i 1 u 1 c> for. 28i(«). 282 


283(C), 290, 292. 710-11 (t), 7 i 8 -« 9 ( 0 . 724 ( 0 - 

Passenger transportation, see Transportation 

Pasture lands. 43 ,- 37 . 455 _ 

Payrolls, government. 463-66, 5 <> 3 - 5 °/t*Z 
Peas, see Beans, peas, nuts 
Pellagra. 109. 260 

Ssiss-- -• - 

’St Clothing. aeccMorie, and persona, care 
Personal remittances to foreign countries. 34 «. 342 . 343 - 
344(0 

Personal taxes, see I axes 

3 ?.n,ng ‘XtO. SSfcdc,”;«,. «U: technological 
changf ’and capital epanaion in industry. 393 : war- 
time peak activity. 778 ( 0 . 779(0 

change. a.6«.»; rccrca- 

tion receipt distribution. 275: dum*. 4,4 (t) 

- 

Physical defects, sickness and disability. 247-49 
Physicians, see Doctors 

facilities expenditures. 395 ( 0 . 390 . 4 ° 3 l«'. 

Plains region, forest resources. 59«(U 

^.r^rr f^twcacaidc 

Plastics, developments. 498. 406. 575 
Play, see Recreation . 

.,.■«.. 

,6 i . i 62. w »8 

Plywood, developments. 399. 5,«* 

Poland, per capita income 53 i expenditures. 

rs ririz jssr a, .— 

.«•«- .»<-» 

Po,'ml"uon. ,l aic\h...,I",^.'™,'h oV. 60* 
,4.. 544: agncultund Il„th 

of European. 147 lllurc4 influenced bv growth of. 

t9; consump'ion * diciarv variations 

82; dentist i «Xi g.^ l - 97-l«’ distribution of. V» 
among|x.|.ul.t-. K ' i)li()on ratio. 24 t. 2.-4: 

ment^.V^'^pInc dist.ibution of. 59-48. 5-. 453 - 



INDEX 


government expenditures and growth of. 471, 47a. 
4731 greater homogeneity. 50 f.; growth of. 30-35, 39. 
49 . 79 . 82, 141. 236, 471, 472. 473 - 566. 606; and 
housing, i 4 if.; immigration trends. 31(c). 34 f.. 49; 
internal migranon. 42 f.; labor force-population ratio, 
541; marriage rate. 32 f.. 34. 39. 48. 165. 380; metro¬ 
politan districts, 48: mobility of. 86, 165; natural re¬ 
sources and productivity, 431; 1950 and 1960 assump¬ 
tions, 18. 19, 35-39, 64, 67, 73, 74(0, 79, 20on, 607. 
054 . 755 ! and park acreage in cities, 295 ( 0 : rangeland 
capacity, 432; regional variations during World War II. 
43 - 47 ; reproduction rate. 33 f.; rural areas. 40-42: sex 
and age distribution of future. 36 f.; suburbanization. 
415 f-; trends, 30-51; urbanization, 40-42, 145, 275, 
411, 415: wartime shifting of. 401 
Portland (Ore.), in-migrants. 48: population changes, 
4 io(t); slum and blighted areas. 413. 414(1) 

Potash resources, 590 

Potatoes and sweet potatoes, consumption of. 91. too(t), 

102(t), inj: dietary requirements, 112, 113(1), 115. 
117(1): market list for moderate-cost meals, u6(t) 
Poultry, output. 601, 617 f.: tee also Meats 
Power, see Hydroelectric power 
Prefabrication housing. 152 

Pregnancy, deaths during, 246: dietary requirements, 

1 14 ( 0 . nf.ft) 

Presbyterian Church. *33. 334(c), 335. 336 
Preventive medicine, 259-62 

Prices, aircraft and automobile, 221. 222. 223. 228: of 
clothing, 128; Consumption expenditure* influenced h\ 
changes in. 82: consumption trends: 1909-1941, 80- 
82; cost-price structure. 351, 653: effect of price changes 
on government expenditures, 470 f.. 472. 473’. govern¬ 
ment price index, 470. 47 «( 0 . 77 «~ 7 j: higher, a war¬ 
time output factor, 11 f.. 15; household equipment and 
operation. 197-99: new housing, 153 If-: 1925-1929. 
18; 1940-1944. 9(1). to: relation of food to other. 104 
Prince. David, gross national product in 105.., 27(1) 
Printing and publishing. American reading tastes. 314: 
productive facilities expenditure*. 395(1). 402. 403(1), 
4 ‘' 4 (t), 756 - 57 ( 0 . 760-61(1): wartime peak activity, 
779(0 

Prisons and prisoners. 488. 507 
Private education, tee Education 
Private flying, see Air transportation 
Private social welfare, see Social welfare 
Production, agricultural capacity. 7. 599-625. 674: ani- 
mate vs. inanimate energy, 5S7. 680-82. 683. 684(c). 
685-87; capacity, 15 f.. 17. 75. 5,9. #,37-47. 674-79: 
civilian-type goods. 642 f.. 644(c): clothing. 120-23. 
130(0; construction and facilities. 6; in earlv postwar 
jears. ajn; employment and unrmplovincnt. igf. : 
food, liquor ami tobacco. 7. 88-118: national 

product and national income a* measure* .4 output. 52: 
gross national product estimates compared. 20: gun* 
and butter’, 652 f.; higher prices, 11 f.: h<.uphold 
equipment and operation. 174 ff: increased rmpl.w- 
ment. »2 f.: industrial. 11 n. 17. 726-40: l.iU.r t,.rce. 
530-72: longer working hours. 13: mrtl»«! u *cl for 
estimates. 737-40: nerd* w demand in i«,s. an.! 191,,.. 
666-74: output per iimii li**ur. 13. 22. 23ft). 24-26" 
29. 74 <«): jvotwar outl.-.k. 634-37. 645 r ’ 
tion-distribution process. reconversion of w - 

tries. 350: record* of 1014. a 5 : techn -T.^nal unrin 
plocmenr. 681. 682-8*; tn-nds and cmiiii.i:* v 1- 
635 - 37 . 654-66. (.74 d : war materiel. 64- :: waVs 
impact. 4-8. to-i*. 17. 633 f . 635(1). r.<- 4-. 

54. 778-80(1); work-week. 2 • t.. 550 f.. 559 f.. f 
— productivity, exploitation «■: natural rev-urcr.. 4 ;, ; 
gams in. 13 f.. *:si- 54 * 620 i : key to welfare, t 
ami the level of output. t mining industry e. y c- 
*'7: wide variations in. 554 


See also Gross national product 
Productive facilities. 373 . 390-410, 738(1). 756-57(1). 
760-61 (t); backlog and reconversion demand, 401-5* 
concept of need applicable to. 385; defense and wartime 
outlays for, usable in peacetime, 403ft): Department of 
Commerce estimates, 402-5; expenditures, 374, 375(11 

l Vc / 37 ®’A 79(,) - 3 8, (0. 390 fT.. 404(0, 405- 
10 660. 661 (t), 662: extractive and other industries 
396: factors affecting capital expenditures, 390-94; in¬ 
dustrial changes. 405 f.; manufacturing industries, 394- 
needs and demand. 383. 384(1), 386. 387, 3 88(t), 389! 
408-10, 671. 765: population and income changes, 405- 
public policy, 406 f.; regional shifts of industry. 400 f • 
technological changes. 391-93. 397-99, 4o6 . lota j 
value. 627; transportation and utilities, 394-96, 398(1), 
403ft), 404, 408(1): two decades of experience: 1920- 
> 939 . 394796: war’s impact. 396-401, 638. 676 f.; war- 
time deficiencies and transition demands, 378-80 
Productivity, see under Production 
Professional schools, see higher education under Education 
I rofessions. labor force statistics. 545(c). 546. 547! rise in 
importance of, 131 

Profit, capital expenditures’ relationship to, 393 

Prohibition, sales of alcoholic beverages, 97 

Property owners, property tax, 477; slums and blight, 413. 

Proprietors, income. 1940-1944. 8 
Prosperity, unemployment in periods of, 19; U.S. contribu¬ 
tion to world, 533; see also employment and unemploy¬ 
ment under Labor force 
Protective foods. 92, 117. 601, 617 
Protective services, government expenditures. 462(1), 467, 
468-69(1), 4 7 o(t), 483 f. 

Proteins, consumption of. no(t). Ml. 601: dietary re¬ 
quirements. 99 ". 106 f.. 113. n 4 
Protestant denominations, church expenditures, 330: edu¬ 
cation of clergymen. 329: membership. 331, 332, 333, 
U 4 ( 0 : primary strength of. 338: Sunday schools, 335, 
lw(0 

Public carrier transportation, consumer-consumption ex¬ 
penditures. 706-7(1), 716-17(1). 722-23(0, 733(0: 
trends, 203 ft. 

Public expenditures, see Government and government ex¬ 
penditure* 

Public health, see under I Iralth 

Public Health Service, see United States Public Health 
Service 

Public housing, see Housing and household utilities 
Public libraries, tee Libraries 
Public Roads Administration, 230 
Public schools, see Education 

Public service, labor force distribution. 545(c). 546 
Public service enterprise construction, expenditures. 379ft), 

-*09. 739(0 . 758 - 59 ( 0 , 

762-63(1) 

PuMic-to-prixatc transfers, see Government and govern¬ 
ment cxpin.liturcs 
Public welfare r\|>cnditiircs. 486 f. 

Public Works Administration Housing Division, 418. 419 
I ublishing. see Punting and publishing 
Pn ; S* and piper, housrltold paper products. 176; produc¬ 
tive f.Ki’iiir* expenditures. ;o 4 . 395(1). *96. 402, 

•>' 4 ( 0 . 756-57(1). 760-61(1); pulpsvood con- 
*uin| 4 |on. 592 : wartime |<-.ik activity. 779(c) 

! ui.hj'inc |vm-er. consumer, in 1950. 352: war reserves. 

«45 ff.: see also Liquid rcsrrsrs 
Pyroxnlinc (vitamin !»•). dietary requirements. 109 

K.uul differences in education. 312 f. 

Ka,:ar ami other radionu equipment, wartime develop- 
*«»• nt. 399 

Kadi.. consumer-consumption expenditures. 279 f*. 281(1), 


806 
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282, 283(c), 290, 291. 292. 7 «o-«'< 0 . 7 « 8 -«?( 0 . 
724 ( 0 . 735 ( 0 ; demand for, 187. 188(1), 34 ?: 
broadcasting, 290, 291; frequency modulation, 290 r.. 
and general trend toward homogeneity, 51; importance 
in recreation, 275. *76(0. .284(0. 285; radio telephone. 
399: shortages in. 69: television, 131, 290 I. 

Railroads, capital expenditures. 209. 210(f). 225 226. 

227(t), 235(0. 404 f-: coal consumption. 576(0*. con¬ 
struction and maintenance. 217; freight tonnage and 
revenue, 573; future demand, 219. 223; needs, 215. 
233 f.; passenger transportation trends. 204(f), *° 5 : 
productive facilities expenditures. 394. 395 ( 0 * . 397 . 
402, 403(1), 404(f). 4 «» 7 . 408(f). 409: productivity. 
552(0, 629. 630; rail mileage in US.. 203; retirement 
fund, 488; use of steel, 579 : war's impact. 7. *«>*• 210. 

211. 2«3, 780(1); see also Transportation 
Rainfall, inadequacy of. 434 

Ranch industry, 43 * . 

Range lands, rehabilitation and conservation. 43- 43 °. 

455 (*) . 

Rationing in U.S., 101 ... „i, n 

Raw materials, trades ami businesses. 744 (f). "* **° 
Natural resources . 

Rayon, improvements in spun. .29. product*** of 

,22(f); use of. 121. « 29 . 603; wartime peak activity. 

Reading! consumer-consumpt.on ?' (l J* 

282. 283(c). 289. * 9 *. * 99 . 3 * 4 . 3 i 5 (‘). I'oJO. 3 **. 
3 * 4 . 365 . 7 iO-n( 0 . 7 « 8 -i 9 <‘>. 7 * 4 («). 734 (f) 
Readjusuiient. demobilization and. 562-os 
Real estate, labor force stausucs. 545 ( 0 . W- W 
Reclamation, government expenditures. 468 ( 0 . 47 
Reclamation, Bureau of irrigation 
Reconstruction Finance Corporation. 4 '*. 49 «*. 497 

3V*Vfo w ';^ 

* 73 . * 74 economic importance. 274 

275-79: forest conservation and r<cre.it.on.I develop 

mrnV ..7 u8(t) 442* '. tumbling machines. 

X(0. *85; RO . *8 4 2 284O. 2*5: government ev 

pcnditures.^285 f.. *92 f.. 49.; " 

and government expenditure*): M » , 4 . 

282. 283(c). 289. 29a; imlusinab'.imm ;.^ *c.s.»e 
..me, 275-78; industrial recreation .« 
industries. a 7 6 - 77 («>: '”'» or J * 1 !\\ „ 1U n£|ul. 

motion picture theaters. 275 * * 77 ( >• *' ' 

286O). 287 296; 

X. «. .V" «■ 

and playgrounds. 286. 287. 204 ’» J * 

282.' 28,(c); personnel 286. 

284(f). 289; pianos. 276(1). -/ 1 . 2901.; 

movement. 278, 279. *94: radio an. .... j . 

radios and musical instrument'. ^ 75 . -7 • ' 

28K,). 282. 28,(c); reading. ^Vernal 

28,. 28,(c). 289: receipts. 275. " ^ 

442 f.; spectator sports. 279. \ I 

7.8-. 9 O). 724(«). 734(f). T"\V 13 7 S». 

28,0). 282. 28,(0. 7. 7 ’\'Vi: theater 

735 ( 0 ; standards 294 f . 298. 5U,V ' .kV 284(c) 

entertainments and amusement'. ~ • ,* f 

284; trades ami businesses. *1 ! ■»■(•>. wartime 

vacation travel. 206. 214. 217. *7*». 

286-88. 342. 378 
Red River development. 45 1 


Refrigeration, food consumption habits. 89, 399 i S ®e- 
chanical refrigerators, 146. « 77 . » 78 . 185. 187, «88(f). 
347 . 348 (t); sales compared with replacement demand. 

Regional development, agricultural lands, 43 * **•'• daring 
of land. 435 f-: crop and grazing lands. 43 *“ 37 '. drain¬ 
age of land. 433 (f). 434 . 435 : estimated costs of. 4550 ): 
forest conservation and recreational development. 437 “ 
43; irrigation. 433 ( 0 . 434 f-1 land development. 434- 
36; range lands. 43 «. 43 * 436 ; river valley develop¬ 

ment, 443 - 55 *. rural and. 43 <-S 5 ‘. »»' conservauon. 
431 f.; wildlife. 434 . 437 . 44 « f- 
Regulation, see Inspection and regulation 
Rehabilitation and conservation. 43 »“J 4 
Relief, expenditures in 195 0 *nd i960. 407: export ot,000 
for. 606; government expenditures. 339. 477: medical 
care for relief families, 249: under religious auspices. 339 
Religion, see Church ami religion 

Rent and imputed rent. n«. «s6. * 57 . ,69: consumer-con- 
sumpiion expenditures. 82. 148 ft., 167 I.. » 7 «(c). 353 . 
359. 669. 702-3(1). 7 i 4 -> 5 ( 0 . 721 ( 0 .731(c). 732 (f): 
control of. 152: disposable income relationship, 730(c), 
families, population and. 75 «(«>: subsidies. 4980. 

index to housing quality. ,60; low-rent publ.chommg 
424: needs and demand. 171(c). 367(f). rental 
saluc of farmhouse. 144: urban redevelopment. 41* 
Reproduction rate trends. ,3 f.; see also Birth r *«c trend, 
Reserves, consumers' liquid. 70. 7 * f.. 345 65 , 5 '. g ” *-J* 

merit reserve funds. 463: for obsolescence and deprecia- 

ResKle’ntMl' construction. 5 ( 0 . 6 . 387: building activity. 
,.,.6-1950. 154-56: capital expenditures. 150 * 55 ( 0 . 

174 . t 75 - 377 . , 79 ( 0 . 380. 38*(t). 383. 384(f). 739 ( 0 ; 
758 - 59 ( 1 ). 762-63(1); on cleared slum areas. 4 * 3 - 
ami gross national product. 749 ( 0 . 750<0: ne«ds am, 
demand. ,85. 3**<«>: replacement ami rehab.lttauon. 

suburbanization. 4 « 5 : wartime deficiency in 
outlay* for. 380: /re abo I lousing am ^u'chnld utlhnes 
Resource', see needs and resource* under United Mates 

Restaurants, consumption of Io.nI. 104 

Retail trade, clothing, accessories and personal care. 120 ( 0 . 
household equipment. i 73 («>- > 74 ! recreation field. 
276(c); tales. ,460. 35°: wartime activity. 635(0. 

RetiKmint! public employees. 463. 49 * f.: trends toward 

RlSleVsIaml. Cash Sicknes* Omspensat.on Act. 255: edu* 
t ,io(tinterstate civilian migration. 44 fO. 45 . 

46(1): manufacturing and capital expenditures 766(0 
Rilw.tlavin, dietary requirements. 99 ». ••'8*-. "°<«'» 

RichaVd*. 1 Vften II. The Cose o\ I Jung as Mod. fled by 

R.xers areas with developmental possibilities. 448 - 55 . 
pu.,.« P..KV-. jn ;' 

.Movements. 202. , 44 . 484: riser traffic. 449 . 4 5«. »wer 
valley dcvchrpment. , 74 ». 443 " 55 : f>P c * °> desch p 
ni'iit works, 444-4H 

Roads and sl.ee.s. 2 ,,. 2 ,of.. 2,4: rce -^Highway* 
R.Kky Mountain region, forest resources. 59,. water-power 

R .man Cailmb.’ Church, charities. ,,9: educational in- 
rntions t*t: edu.atio,, of clergymen ,29: member- 

'h!p. ,26. „a. 333 . 334 («): Sunday .I mem- 

l»ers. „6 . , . . ,0 
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clothing expenditures, 128. 133 If, 357 f.; crop and 
grazing lands, 431-37; diets, 115; distribution of cash 
income, 68 f.; dwelling units to be replaced or rehabili¬ 
tated, 162-64; education. 311 f.: electrification. 147, 
191,409, 600, 618; highways and roads, 228, 229 f., 386; 
hospital beds, 263; household operation expenditures, 
181-83, 191, 200n; housing, 141, 143ft). 144. 150!.. 
'64, 165. 166(t), 167; irrigation, 433 ( 0 . 434 (•*. land 
acquisition and development, 434-36; medical care. 245, 
271; 1950 and i960 assumptions, 50. 67 ff.; population 
trends and estimates. 40-42, 73 . 74 ( 0 ; public libraries. 
314; range lands. 431, 43a f.. 436: recreation, 297, 
44? f.; rural and regional development. 431-55: reha¬ 
bilitation and conservation. 431-34: reproduction rates. 
34 ( 0 ; river valley development. 44 i~ 55 : sanitation. 158. 
162; soil conservation, 431 f.; tenancy. 433. 436: tobacco 
expenditures, 99: urban vs. rural incomes, 67 f.; water 
expenditures, 168; see also Agriculture; Farmers and 
farming 

Rural Electrification Administration, 496. 407 
Russia. American lend-lease. 523; food requirements. 102; 
future investment possibilities. 531. 532; immigration 
from. 34; per capita income. 531: production of indus¬ 
trial minerals. 573 

Russian Orthodox Church, membership. 333. 334(e) 

Sacramento River valley development. 453. 454 
St. Ijwrence Seaway project. 231, 449 
St. Louis (Mo.), population changes, 415. 416(1); urban 
redevelopment, 419 

Salaries and wages, government. 463; 1925-1929. 18; 

1940-1944. 8; see also Income 
Salts, dietary requirements. 106 ff. 

San Diego (Calif.), public carriers. 21m 
San Francisco (Calif.), population changes. 416(c); slum 
and blighted areas. 413, 414(1) 

Sanitation, adequate, 158; government expenditures. 
485 f. (see alio Government and government expendi¬ 
tures); personnel. 260: pollution abatement. 445(c). 
447 . 449 . 450 . 455 (C) 

San |oaqiiin River valley development, 453. 454 
Sauces, dietary requirements, 106 fl. 

Savings, o(t). 10. 54 IT.. 351; capital expenditures ami, 61; 
consumer savings and expenditures. 58-61; consump¬ 
tion needs and demands and. 345 IT.; income, expendi¬ 
tures and. 52-75: *»f individuals. 70 f.; surplus. 71, 346; 
wartime savings ami consumer demand. 69-73 
Scandinavian countries, housing. 147 
Schools, see Education 
Science, war's impact. 406 
Scotland, housing, 147 

Seranton-Wilkrs-Rarre metropolitan counties, population 
trends. 48 

Scrap, use of. 5700. 583 
Scars-Rnehuck catalogs, dress sections of. 121 
Seattle (Wash.), in-migrants. 4*; population changes. 
4 i 6 (t) 

Sea water, source of natural resource*. 574 
Secondary schools, see elemeniarv and secondary vch<*>ls 
miller I duc.it ion 

Securities, foreign holdings of C.S., 520: see also Foreign 
trade and inscstment 

Securities and Exchange Gxnnmsion. siting* ,»f indi¬ 
viduals. 70 fT.: working capital of U.S. corporations. I,if. 
Sedentary occupations, dictarv requirement*. 114(0. 

1 >6(t) 

Selective Service findings. 247 f. 

Serbian Orthodox Church. mcmlH-rship. 333. 334(1) 

Service establishments, trade* an l transaction*. cl.-thing, 
accessories and pervanal care. 120(3); productivity. 22: 
in recreation. 276(1); rise in importance of. 1 ;i- (J.S. 
foreign trade, 5 « 7 -« 9 . 5 * 7(0 


Sewage disposal, adequate. 158; capital expenditures, 
375 ( 0 . 379 ( 0 . 380. 38 i( 0 . 384(1). 385. 739 ( 0 . 758- 
59 ( 0 . 762-63(1); government expenditures, 486; needs 
and demand, 388ft); pollution abatement, 445(0, 447, 
449 . 450 . 455(0 

Sewing machines, demand for, 184, 186, 188(c) 

Shelter, see Housing and household utilities 
Shelterbelt forest-planting project, 440 
Ships and shipbuilding, capital expenditures, 209, 2to(t). 
225, 227(0, 234. 235(0; productive facilities expendi¬ 
tures, 395O). 403 ( 0 . 4 o 8 (t). 409; war's impact. 4 f., 
202, 640 f.; see also Transportation 
Shoes, consumption expenditures. 132(1), 137; needs and 
demand for. 140(f), 367(0; production of. for civilians, 
130(C) 

Sickness, physical defects, and disability, 247-49; surveys. 

248; see also Medical care 
Silk, production of. 122(1); use of, 121, 129 
Sirups, see Sugars and sirups 
Skin, dryness of, 108 

Slichter, Sumner H.. "backlog" of capital facilities ex¬ 
penditures, 402*; future demand, 346/1; gross national 
product in 1950, 27(1); length of work-week, 27; plant 
and equipment deficiencies, 350; "Present Savings and 
Postwar Markets." 72; survey of war-deferred demand, 

• 88 f.; U.S. in world economy, 512 
Slums and blighted areas. 386: attempts to cope with, 418- 
21; cost of acquisition of land and buildings. 770; de¬ 
scribed and defined, 413; development of. 414-18; 
dispersion of business and industry. 416; extent of, 413; 
federal aid to urban redevelopment, 420 f.; increased 
municipal expenditures. 417 f.; land speculation, 416 f.; 
movement to suburbs. 415 f.; nature of, 412-14; public 
housing. 418 f.; redevelopment acts. 4(9 f.; rehousing 
of families. 424: ty pes of. 413 f-I urbanization, 415; an 
urban redevelopment program. 425 ff.; use of cleared 
areas. 423 

Snake River regional development, 452 
Social Agencies. Council of. budget manual, 133 
Social insurance, 55(1); cost of adequate. 673; govern¬ 
ment expenditures, 488-90 (see also Government and 
government expenditures) 

Social Security Act. 340. 489; public health program. 238. 

260; Wagner-Murray-Dingell bill provisions. 256 
Social Security Board, administrative cost*. 488; social in¬ 
surance recommendations, 489 
Social studies, curriculum, 304 

Social welfare, child welfare agencies, 341; community 
chests. 341. 342, 343; consumer-consumption expendi¬ 
tures. 80. 81 (t). 82. 83(c). 85, 87. 340. 342 f., 344, 
355 . 354 ( 1 ). 355 . 659(1), 660. 670. 712-13(1), 718- 
• 9 ( 0 . 725 (c). 735 (c): contributions of individuals, 
.340 L: effects of World War II. 342: goals, 343 f.; gov¬ 
ernment expenditures. 486 f. (see also Government and 
government expenditures); government’s role expands. 
;jo: needs and demand. 344(c), 365. 366. 367(c). 369. 
673: personnel. 340. 341, 343; private, 339-44; salaries. 
341 f-’. trends. 339-42 

Soil conservation. 431 (•• 433 ( 0 . 436. 455 : and belter land 
utilization. 610-12. 619: increasing per acre produc¬ 
tivity. 615; submarginal land retirement. 434 
South, church edifices. 329; education. 308. 310(1). 3t2 f.: 
food consumption in. lot; forest resources. 591 (0: 
hospitals. 242: housing. 143(c)- 144 . >45: increased 
industrialization of. 401; metropolitan districts. 48; pub¬ 
lic libraries. 315; rent expenditures. 150; reproduction 
rates. 34(1); salaries of rural ministers. 328(1); under¬ 
employment of low-income farmers. 623. 625 
South America. U.S. foreign trade and investment. 517, 
5 i 8 (t). 521 (t), 532. 534 

South Atlantic states, indexes of state and local govern¬ 
ment finance. 4 / 8 ( 0 ; interstate civilian migration. 
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44(0; manufacturing and capital expenditures, 400, 
40 i(t), 766 (t) 

Sopth Carolina, dentist-population ratio, 240: education. 
309, 3«o(t); interstate civilian migration, 44 ( 0 , 46(1); 
manufacturing and capital expenditures, 766(1); Public 
Service Authority, 496 

South Dakota, education, 309, 310(1); interstate civilian 
migration. 43 . 44 ( 0 . 46(1); manufacturing and capital 
expenditures, 766(0 

Southern religious denominations. 326. 333. 334(0. 336 
Southwest, church edifices, 329; interstate civilian migra¬ 
tion, 45 

Soviet Union, see Russia 

Spanish-American War pensions. 481 

Specialization, demands of. 306; dentistry. 240; medical. 

237 

Spectator sports, see Recreation 
"Speed-up," use of. 630 
Spending unit, see Consumer units 
Spices, consumption of, 91 (t), 9a 

Sports, consumer-consumption expenditures. 279 f.. 

28i(t), 282, 283(c), 289. 292, 710-11(1). 718-19(0, 
725(0, 735 ( 0 ; deferred demand, 349 : increasing par¬ 
ticipation in, 131; see also Recreation 
Standard of living, see Living, standard of 
Stanton, Charles I„ planes estimate, 222 
States, business enterprises. 496: government expenditures. 
459-510 passim ; government payrolls. 463-66; harbor 
and river expenditures, 444: Hospital Survey and Con¬ 
struction Act, 258; intergovernmental transfers. 460!.. 
476-78. 501; parks, 438 (t), 442 : public health program. 
261; redevelopment acts. 4 « 9 . 425 : relation of needs to 
fiscal resources, 477 (•: *«»*e medicine. 254: workmen s 
compensation, 255 

State Water Plan. California water resources. 454 
Steam railroads, see Railroads 
Steel, see Iron and steel industries 

Steiner. Jesse F., recreation expenditure estimates. 274" 
Stillbirths, 247 

Stone, clay and glass, productive facilities expenditures. 
395 ( 0 . 402. 403d). 404(0. 756 - 57 ( 0 . 760-61(1): 
wartime peak activity. 778(1) 

Stream pollution. 4420; see also Pollution abatement 
Streetcar, see Transit lines 
Streets, city and town. 213, 2 30 f.. 234 
Suburbanization. 142. 146. * 53 . - 4*5 »— 422 1. 

Subway, see Transit lines . 

Sugars and sirups, consumption of. 91 (O. 92 . i"«»(0. • • 

102(1), 103; dietary requirements. n»6 n.. 112. 

117(0: market list for moderate com meals, llb(t) 

Sulphur resources. 590 

Sunday schools. 327 ( 0 . 335 f- 3 38 

Survey 0/ Current Business, pnsatc capital outlays lor rec¬ 
reation. 285 

Sweden, housing, 147: per capita income. 5 3 ' 

Sweet potatoes, see Potatoes and sweet |*.rtat.KS 
Switzerland, per capita income. 531 
Synthetic fibers. 129. 399 
Synthetic rubber, 398. 641 


Taxation and taxes, business taxes. 8 . 54 II.. 58; goserr 
ment expenditures and. 474 L. 47 ?: 4 

418; personal taxes. 8. 54-bo pasom. (an. w. 351. | « 
gressive, 477; for public education. 319: urban re. • 
velopment, 419. 422 
Tea, consumption of. 91(1). 92 

Teachers, elementary and secondary s.h- 4 . 3 -- 3 . 3 - 4 . >” 

309. 315 f-: main function of. 3 *> 4 - , 9 >l". 

pensions, 317; salaries, 3 " 3 . 3 *> 6 . 3 « 9 . 3 ' 3 - 49 *»: 
colleges. 305. 306(1); urban-rural differences. 3 <- 

World Wars I and II. 315 f. t - 

Technological developments, agriculture, 614*-*. siotnm, 


accessories and personal care, 129: food and nutrition, 89; 
labor force affected by, 546. 548; productive facilities, 
39 t- 93 . 397 - 99 . 4°6; productivity increased by, 562, 
630; progress not inex’itablc, 687; recreation, 290 f.; 
technological unemployment. 681, 682-85; transporta¬ 
tion. 202, 206. 213. 219. 225; wartime, ion. 397~99 
Teehnology on she Farm, corn acreage, 612 
Teeth, see Dental care 

Telegraphic communication. 180. 183. 395(1), 396; capi¬ 
tal expenditures, 756-57(0. 762-63(1); wartime peak 
activity. 780ft) 

Telephone facilities. 199: annual expenditure on. aoon; 
deferred demand. 183: increase in use of. 180; produc¬ 
tive facilities expenditures. 305 ( 0 . 396. 408ft). 738(0. 
756-57(1), 762-63(1): productivity. 629. 630; role in 
social life. 197: wartime activity. 634. 780(1) 
Television. 131. 399. 73 *. 735(0 

Tenements. 418: see also Housing and household utilities 
Tennessee, education. 309. 310(1), 311: interstate civilian 
migration, 44 ( 0 . 45 . 46 ( 0 ; manufacturing and capital 
expenditures. 766(1) 

Tennessee Valley Administration. 448. 584 
Texas, education, 310ft); interstate civilian migration. 
45 ( 0 . 46ft). 47; manufacturing ami capital expendi¬ 
tures. 766(1); wartime industrial expansion. 400 
Textiles and apparel. 119. t 2 o(t), 121. 122(1); produc¬ 
tive facilities expenditures. 394. 395 ( 0 . 396 . 402, 403(1). 
404ft). 756 - 57 ( 0 . 760-61(1); trades and businesses. 
74 *(«): wartime peak activity, 779(0 
Theaters, entertainments and amusements, expenditures 
for. 281(0. 282. 283(c). 284. 291. * 92 . 708-9(1), 
718-19(1). 723— 24 ( 0 . 714 ( 0 : see also Motion pictures 
Theology, see Church and religion 
Thiamine (vitamin Hi). 99 ". 108-15 passim 
Thompson. Warren S.. ami P. K. Whclpton. population 
trends ami estimates, 35. |6 L. 38 
Timber, see Forests: Lumber 
Tin resources. 575. 586 
Tobacco, see Food, liquor and tobacco 

Tomatoes. consumption of. 8g. ioo(t), 102(1). lit; die¬ 
tary requirements, 112. 113ft). 115. ti 7 ( 0 : market 
list for moderate-cost meals. ii6(t); vitamin C content, 
102 

Townships, expenditures. 459 : tre also Government and 
government expenditures 
Tractor, in agricultural mechanization. 615!. 

Trade, future capital expenditures, 405; household equip¬ 
ment and operation. 172-74; inventories and trade 
balance. 665t.t labor force statistics. 345 (c)* 546 . 547. 
555 . 558(1); see also Foreign trade and investment 
Trade journals, circulation of. 314 
Traffic, see Transmutation 

Training programs for all out sv.ir. 557-59 
t ransfer payments, see public to private transfers under 
Government ami gos.tnmriu e\|*cmlilur«s 
Transit lines. buses. 2-i. 20410. 2..5. 2 to. 211. 213. 2 it,. 
220; capital expenditures. .-.9. 2l«<l). 227(0 214. 

i!5<t); future demand. 219. 223: movement to suburbs. 
415: need for improvement. 229; productive facilities 
expenditures. 394. fi 5 f«). 4 » 3 < 0 . I«* 8 (t). 4**9; trends 
in |>assenger transi-naiem. 204ft). 206; wars impact. 
2IO. ail. 780ft): >er .din Transportation 
Transportation. c.Misuu»r. 202-35: air. 204(0. 206 f free 

also Air ... capital deficiencies. 368. 671; 

eapital expenditures. 209 f.. 224-26; cits and town 
streets. 230 f.. 2 34: construction ami maintenance. 2i<>f.. 
226: consumer .- ii'umption cx|»enditures. 80. «l(0. 
Si. 83. 84. Hr,. 87(0. 207-9. 2'* 223 f.. 353 . 354 ( 0 . 

355. 366(c). 659 ('). 660. 7 o 6 - 7 ( 0 . 7 * 6 - 17 ( 0 . 722- 
2 ,(o 733 ( 0 : deferred demand, 214-17. 34 ". 3491 

drvelopmrn.s m pmtwar period. 235: energy sources. 
781; bcilKio. equipment and employment. 2*»j. 209. 
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215. 226; forest transportation facilities, 440 f.; freight 
traffic, 218, 233; government expenditures, 484 (see 
also Government and government expenditures); high¬ 
ways, 216 f., 229-31; history of. 217 b, 220; income and 
travel, 208 f.; intercity hus. 203, 204ft), 205; labor 
force statistics, 545 (c), 546, 547 . 558 ( 0 ; needs and de¬ 
mand, 209, 214-35, 366(c), 367(1), 369; 1920-1940. 
202 f!.; nonconsumer expenditures. 202/1; objectives and 
standards, 226-29; passenger, 203-7. 210, 211 b. 218. 
219-23, 228; pipelines, 202. 234; and population trends, 
42; prewar status and growth, 202. 203-10; private 
facilities, 207, 209, 210; productive facilities expendi¬ 
tures. 374 . 375 ( 0 . 379 ( 0 , 383. 384(0. 394 -<> 6 . 398ft). 
403(1), 404. 408(1), 738(0, 756-57(1), 760-61(0: 
productivity, 21, 629, 630, 632; public facilities, 203 b. 
208, 209 f., 224ft); rates, 213. 228: for recreational pur¬ 
poses, 131, 206, 211, 273. 274. 275, 279, 280ft), 288. 
289; reflects national economy, 226; safety, service and 
speed, 228; shipping. 8 (see also Ships and shipbuild¬ 
ing); technological developments, 225; terminals, 229; 
traffic, 218. 228 f., 233, 386, 416. 422. 430; travel abroad. 
206, 349. 517, 519, 528. 530. 534. 706-7(0. 71^-17(0. 
723 (t), 733 ( 0 ; trucks, 215 f.; war’s impact. 7 (., 202. 
2, ° 7 , 4 . 288, 399, 633, 635(c). 636(1), 637. 643. 
778(1), 780ft); water. 8, 206: waterways and harbors, 
231 f., 234; see also Automobile industry and transporta¬ 
tion; Railroads; Transit lines 
Travel, see Transportation 
Truancy, causes, 309 

Trucks, deferred demand. 215 b; wartime peak activity in 
manufacturing, 778(1) 

Tuberculosis. 242, 243. 260, 261, 262. 268 

Tucker, Rufus S.. gross national product in 1050. 26. 27(1) 

Tungsten resources, 584 

Unemployment, see employment and unrmplosmmt under 
I-abor force 

Union of Soviet Socialist Republics, see Russia 

United Kingdom, see Great Rritain 

United Lutheran Church membership, 333. 334ft) 

United Nations Fond Conference. 6*.6 
U.S.O., recreational services. 342 

United States, airports. 232: birth and death rates. 30-12. 

3 3 (t), 245 IT.; consumer savings and expenditures, 58- 
61; consumer subsidies. 93: consumer units: future 
trends, 37-39; 2 creditor nation, 382. 511. 520. 528 f.. 
533; emigration and immigration. 30. 31(c). 34 (., 3h. 
38. 40. 50: employment and unemployment: trends and 
estimates, 10 f.: exports during transition period. 350; 
families: future trends. 37-39; familv dirts. 115: federal 
credit corporations. 497: federal debt. 1040-1044. 10: 
federal Indian schools. 307ft): forests. 4*7. 4?8(t>. 442. 
* 9 i (t): freedom of worship in. 326!.: geographical 
shifts .luring World War II. 43-48; grosx national prod- 
uct estimates compared. 26-29: immigration and emi¬ 
gration. 30. 31(c). 34 f.. 36. 38. 49. xo; income pay¬ 
ments and disposable income. 58: indexes of m.h c nn< | 
local government finance by geographic regions. 4-^(1): 
inland waterway improvement. 444: international posi 
Hon. Sit: intersrare civilian migration. 42 b. 14(1). 
45 (t): labor productivity; trends and estimates. 21-21: 
land acreage. 431: manufacturing and •apit 1! .xpendi- 
tures bv geographic regions and states. f.yfi); 
market list and diet. 118: marriage rate. metro¬ 

politan districts. aS; national health pr«»gr.in». 2x0: ,mr 
put trends and estimates. 17-29: overseas rras.l. 206: 
per capita income, xti: production records 1044. 
a-8: reproduction rate. |?f.: riboflavin <lrlW:r;ws. ,, 0; ' 
St. Lawrence Ssawas protest. 44•»: school 3,*); 

vKial welfare work. 139. 34*’ .44: spectator vx.r-x. 2-0: 
sratr of nan -n’s health. 245-40: thiamine sh-rt.^s. ,08: 
transition from war to peace. 17: transportati -n. _-o2-;5; 


trends and projections, 17-23; war facilities and con¬ 
struction, 6; war income. 8-to; war output, 10-15; 
war output and future productive capacity, 15 b, i 7 - 
water-supply systems, 447; work-week: trends and’esti¬ 
mates, 20 f. 

— needs and resources: agricultural capacity, 599-625: 
basic assumptions of survey. 73 “ 75 *. capital needs and 
demands, 373-89, 408-10. 670-72; clothing, accessories 
and personal care. 119-40. 347 356. 357 b, 366; con¬ 

sumer spending patterns, 79-87; consumer transporta¬ 
tion, 202-35; consumption needs and demands, 345- 
69. 666-74; education, 299-325. 348-50, 363-65. 366; 
food, liquor and tobacco, 88-118, 356 b, 366; foreign 
trade and investment, 5 U- 35 ! government expendi- 
tures, 459-510. 672-74; household equipment and 
operation, 172-201, 346 b. 360-62, 366; housing and 
utilities, 141-71. 356 . 358-60, 366, 418 b; income, ex¬ 
penditures and savings, 52-75; industrial capacity, 
626-47; labor force, 18 b, 539-72; medical care. 236- 
72, 362 f.. 366: natural resources, 573-98; needs vs. re¬ 
sources, 651-87; past trends and future output, 17-29; 
population trends, 30-51, 142(1), 415; productive facili¬ 
ties, 390-410; recreation, 273-98, 348 f.; religion and 
private welfare. 326-44. 365. 366; resources and capaci- 
6". 537 - 647 : rural and regional development, 431-55; 
urban redevelopment, 4M-430: war potential. 3-16 
See also Government and government expenditures 
United States Housing Act. 159, 418 b, 423 
United States Housing Authority, public housing, 497 
United States Public Health Service. 2580; cost of adequate 
medical care, 268: distribution of nurses. 240; hospital 
beds. 263, 270; "pilot" study. 248: public health pro¬ 
gram. 260; rural area medical care, 271; study of hospi¬ 
tal income, 242; Wagner Murray-Dingcll bill provisions, 
* 5 ® 

United States Public Roads Administration, highway-plan¬ 
ning surveys, 229 

Universities, see higher education under F.ducation 
Urban areas, accessibility of airports. 232: cash income dis¬ 
tribution, 68 b; central cities, 415 b, 421b, 424; 
churches. 327; clothing expenditures. 123. 126-27(1), 
128, 135 ff.; consumer units, 41ft), 67 ff.. 355. 698 b; 
decentralization and relocation, 399, 416 ff.: dispersion 
of business and industry. 416: education, 311 b; food 
consumption, 99-101, 115; household ojieration expendi¬ 
tures. 181-83. « 97 . 200/1. housing. 142. 143U). M4f-. 
146. 150. 155. 160-62, 165. 166(c), 167, 350, 411. 412. 
418 b. 425, 426 ff., 753 (t), 769(f)*. industrialization, 
412; land factors. 411 f-. 416 b, 420, 422-24. 425. 
427 fT.; low-pnced-milk programs. 93: medical care, 
237. 240. 265; metropolitan districts. 48 n. 411; migra¬ 
tion from farm to, 131. 473: municipal expenditures to 
improve. 417 f-: nature of cities. 412-14. 423; nonresi- 
drntial facilities. 428: parks and playgrounds. 295 ff.. 
412, 421. 422, 423, 425. 428. 491; population trends. 
31. 40-42. 49. 73 . 74 («). 142. 412; protective services. 
483*-: recreation. 275. 280(1). 2S7. 296 b. 442; re¬ 
development, 388(0. 389, 411-50. 672. 768. 769(f): 
reproduction rates. tj(t): residential units. 
rural vs. urban income. 67 f.; sewage disposal, 447*. 
slums and blighted areas. 412-21; streets, 230 b, 234; 
substandard urban units. 413 b; suburbanization, 142. 
*46. 153. 415 422 b: Sunday schools. 335: tobacco 

expenditures, 99: traffic needs. 228. 229. 386, 387; 
zoning. 417 

Urban Land Institute, urban redevelopment, 420 

Utah, education. 311(1): interstate civilian migration. 43 . 
45 (f). 46(1). 47 : manutuvturing and capital expendi¬ 
tures. 767(1); oil deposits. 58S; wartime industrial ex¬ 
pansion. 400 

Utilities, capita! expenditures. 404 f.; consumer-consump¬ 
tion expenditures. 168 b. 659(1); employees, 558(1); 
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municipal ownership, 497 ! productive facilities expendi¬ 
tures. 374 . 375(0 . 379 ( 0 , 384(0. 395(0 . 398 ( 0 . 
404(0. 408(0, 738(1), 756 - 57 ( 0 . 762-63(0: see alto 
Housing and household utilities 

Vacations, trend toward annual, 21. 73. 277, 290, 654; va¬ 
cation travel, 131, 206, an, 274. 279, 280(1). 289 
Vacuum cleaners, 177(c), 178. 185. 187. i88(t), 193. 

194(1); deferred demand, 347, 348(1) 

Vanadium resources, 586 f. 

Vcblen, Thorstcin. expenditure for display. 119 
Vegetables, consumption of. 89. 91, loo(t), 102, 103. 
118; dietary requirements. 106 ff., 112, 113d). 115. 
H7(0; market list for moderate-cost meals. n6(t) 
Venereal disease, public health program. 260. 261 
Ventilation, adequate, 158 . 

Vermont, education. 310(1); interstate civilian migration. 
44(t), 46(1); manufacturing and capital expenditures. 

766 (t) 0 

Veterans, education. 316; government expenditures. 481- 
83 (tee a!to Government and government expendi¬ 
tures); hospital requirements, 258.1. 263 f., 271, 482; 
insurance. 48a; medical care, 253, 258. 269; pensions. 

466 .it 

Veterans Emergency Housing Act ol 1946. 152 
Victory gardens, 603 . ... 

Virginia, education. 3 ° 9 . 3 »*>( 0 . 3 '«; interstate civilian 
migration. 43. 44 ( 0 . 46(1), 47 '. manufacturing and 
capital expenditures. 766(1) 

Vision, effect of vitamin A. 108 
Vitamins. 99 ". to*. 108 (1. 

Vocational education. 307. 316. 490 


Wages, ire Salaries and wages 

Wagner bill (S. 1620). 254 

Wagner•Ellender*Taft bill <S. 1592). 4 *«» 

Wagner Murray-Dingcll bill (S. 1606). 256. 489. 49 <>. 
506. 673 

Wales, housing. 147 

War Food Administration. 111 

War Labor Hoard, family budgets. 133. « 3 ®«-. « 3 *»- 39(0 
War of 181 a pensions. 4 »« .. 

War Production Hoard, civilian consumption in worm 
War II. 3; housing survey, 153: mechanical appliances 
and new housing demand. 186 f. 

Wars, international position of U.S 5": P?PV) jUo " 
trends affected by. 300. 3*: see alto World War I; 
World War II 
War veterans, tee Veterans 

Washing machines, demand for. 185, i»«». i88(t>. J 47 . 
548(1); sales compared with replacement demand. 19O0. 

Washington, education, ji 1 («>: conservation and 

protection. 4391 interstate civilian migration, 43 - 45 '*)• 
4 r,(t); manufacturing and capital expenditures. 767(0: 
shift to farming. 41; wartime industrial expansion. 400 
Washington (l».C tee District of Columbia 
Wastes, mining and industrial. 447 

Watches, consumer-consumption expenditures tor. 124. 

Water! consumer-consumption exjienditures. 149 ( 0 - »68. 
,Co(t). 170(1). 17* Cc); needs and demand. 170ft). 
171(c). *60. 367('): passenger travel by. 206; re¬ 
gional development of water resources. 431; water pol¬ 
lution. 447 (ire alto Pollution abatement): water power. 
592 f. (tee alto Hydroelectric power); water rent ex- 
penditures. 157 : watershed protection 4*8(1). 439: 
water supply. I 5 ». 375 ( 0 . 379 ( 0 . 3»o. 3 H * <«>• 3 ® 4 <«). 
385. 388(1). 445 (t). 447 . 450 . 455 ( 0 * 739 ( 0 . 75 »* 
59 ( 0 . 762-63O) 

Waterfowl, protective measures. 441, 442 . 

Waterways and harbors. 231 f., 234. 374 "- capital ex¬ 


penditures. 226. 227(1). 235(1), 409: government ex¬ 
penditures. 468(0, 47 °(t). 500ft). 504ft), 508(1). 
509(1); wartime peak activity, 780ft) 

Wearing apparel, tee Clothing, accessories and personal 
care 
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